
INTRODUCTION

Finance has a unique place in human life and it is at the root of human progress. In the
absence of financial resources even the basic needs of the family could not be fulfilled.
Financial Inclusion is the delivery of a range of formal financial services to the poor or
disadvantaged. These services are provided by different financial institutions. In India majority
of the population lives in rural area. Rural people have little access to formal financial services
for variety of reasons. Access to affordable services especially credit and insurance, enlarges
livelihood opportunities through adoption of different economic activities which is required
for ensuring overall sustainable growth of the country and achievement of the Millennium
Development Goals. People living in rural areas are underprivileged and disadvantaged to
get necessary financial services almost in all the countries. Those living in rural areas of
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ABSTRACT
Finance has a unique place in human life and it is at the root of human progress. In the absence
of financial resources even the basic needs of the family could not be fulfilled. Financial Inclusion
is the delivery of a range of formal financial services to the poor or disadvantaged. These
services are provided by different financial institutions. In India majority of the population lives
in rural area. Rural people have little access to formal financial services for variety of
reasons.Access to affordable services especially credit and insurance, enlarges livelihood
opportunities.In this background the present study was aimed to explore the different obstacles
faced by rural households of Bikaner district in accessing different formal financial service. The
study was based on primary data collected from 390 rural households of Bikaner district. The
multistage random sampling method was employed to select the sample. The data collection
was done by using semi-structured interview schedule, prepared by researcher after reviewing
relevant literature. For analyzing results, rankings were determined on the basis of the number
of households faced obstacles. The three main obstacles in accessing formal financial services
expressed by rural households were transactions in terms are less convenient, unsuitable
working hours, lack of knowledge regarding formal financial services respectively. Thus there
is still along path for building an inclusive financial system.
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countries still find it difficult to avail appropriate financial services in time. The infrastructure
facilities in rural part are not as good as it is in urban part of countries. Inclusive growth is the
key of overall economic development for any economy. In any part of world supplying
financial services to this disadvantaged segment of society is a challenging task. Hence
‘Access to financial services or outreach of the financial system has become a major concern
for many policymakers in developing countries’ (Beck et al., 2006).

Primarily, access is considered to be more important than quality of financial services.
Access to financial services by the poor & vulnerable groups is a prerequisite for poverty
reduction, social cohesion, people empowerment and financial inclusion (Kumar and Sharma,
2011).

 In spite of significant achievements in spreading bank branches over the country, the
service that reach the poor and marginalized segments of the community are less. Some
important dimensions of financial inclusion are that all sections of the society should have
timely and adequate availability of financial services to ensure access at affordable cost. But
in ground reality, access to finance by the poor, weaker sections, marginalized, is limited due
to several reasons. They don’t have access to the various financial services provided by the
institutional set up. Many obstacles still make it difficult for rural households and entrepreneurs
to access financial services (Focus, 02/8).

In this background, the present study was carried out on rural households of Bikaner
district. The objectives of the study were, i) to assess the socio-economic status of the rural
households ii) to explore different obstacles faced by rural households in accessing formal
financial services iii) to find out the level of obstacles faced by rural households in accessing
formal financial services and iv) to find out co-relation of socio-economic status with the
obstacles faced by rural households.

METHODOLOGY
The present study was done in Bikaner district in Rajasthan. It covers about 30247.90

Sq.km. The district is situated in north western part of Rajasthan between 27.110 to 29.030

north latitudes and 71.540 to 74.220 east longitudes.  The total population of the district is
23.63 lakh of which 12.40 lakh are males and 11.23 lakh are females. Out of total population
66.14 percent live in rural area. The total literacy rate of district is 65.10 per cent.

Bikaner District has 6 panchayat samities, 933 revenue villages and 219 gram
panchayats. There are different types of financial institutions available at Bikaner District
namely banks, post-offices, finance companies, insurance companies, co-operative societies
etc. There are 118 public sector bank offices and 267 post offices in Bikaner district. The
State Bank of Bikaner and Jaipur (SBBJ) is the lead bank of the district. The district has a
financial literacy and credit counseling centre also.

A sample of 390 rural households was drawn using multistage random sampling method
from villages of Bikaner district. The study was focused on collection of primary data from
the field and data were collected by interview method from household level. The data were
collected from the head of the household as he was supposed to manage financial resources
of the family. The socio-economic profile of rural households was collected by using structured
socio-economic scale developed by All India Coordinated Research Project (AICRP, 2006).
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Some modifications were made according to the objectives of the study. Data related to
obstacles faced by rural households was collected using a pre-validated and pre-tested semi-
structured interview schedule prepared by the researcher after reviewing relevant literature.
For analysis of data frequency and percentage distribution, mean, standard deviation, rank
score and co-relation were calculated.

RESULTSAND DISCUSSION
Socio-economic profile of the rural households :

Socio-economic profile of the rural households were collected on social indicators like
caste, family type and family structure, family occupation, educational level, organizational
membership and economic indicators like ownership of fixed assets, farm assets, households
assets, mass media exposure, transport, electricity and households items. The major findings
related to socio-economic profile are as follows:

– Almost half of the households (50.%) were mainly from OBC category and only
one- tenth of the households (10.51 %) were from upper caste.

– More than half of the households (52.05 %) had nuclear family whereas remaining
households (47.95 %) belonged to joint families.

– More than half of the households (53.33 %) were from medium sized families (5-8
members).

– Farming was the main family occupation as reported by nearly three-fourth households
(72.57 %).

– Educational level of rural households was very poor as one- third family members of
households (34.99 %) were illiterate followed by primary level (24.68 %),

– Nearly three-fourth rural households (70.92 %) did not have any type of organizational
membership.

– Details of economic factors revealed that three-fourth households (74.87 %) had
land in various proportions and 36.42 per cent households had pukka houses.

– Majority of the household (90 %) had livestock. In informal discussion it was revealed
by some households that financial assistance were given by government for purchasing
animals. Majority of the livestock owners (82.06 %) had open dwelling for livestock.

– Farm assets were possessed by more than half of the households (62.05 %).In
informal discussion it was found that remaining households (37.95 %) used to borrow farm
assets from other households as they were very poor.

– A little more than half of the households (51.03 %) possessed water tap and less
than half households (43.33 %) had sanitary latrines. Most of which were made up with the
help of financial assistance given by government.

– It was very surprising that in today’s era almost two-third households (63.85 %) did
not have any type of mass media exposure. During informal discussions, it was found that
almost all of the households had mobile phones.

– It was also found that two-third households (68.21 %) did not own any type of
transportation facility.

– Nearly two-third households (64.62 %) had electricity at their homes whereas less
than one-fourth households (24.61 %) had electricity at their farms.
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– Household item like sewing machine was owned by almost one-third households
(36.92 %). Nearly one fourth households (24.87 %) had gas stove, followed by large
equipments like cooler, washing machine (24.10 %). Refrigerator was owned by 17.18 per
cent households and more than one-tenth households (14.10 %) had improved kitchen tools
like peeler, grater etc. Almost one-tenth households (9.74 %) used pressure cooker and a
negligible percent households (1.03 %) had kerosene stove.

Households were classified under three socio-economic classes on the basis of assigned
weight score to socio-economic indicators. The households were classified into three
categories namely, high, medium and low socio-economic status on the basis of obtained
scores by the households in following manner:

– Households who obtained scores in the range of 45-66 were categorized as high
socio-economic status.

– Households who obtained scores in the range of 23-44 were categorized as medium
socio-economic status.

– Households who obtained scores in the range of 0-22 were categorized as low
socio-economic status.

The data pertaining this are presented in Table 1.

Table 1 : Distribution of households on the basis of socio-economic status (N=390)
Sr. No. Socio–economic status score Socio–economic status Frequency Percentage

1. 45-66 High 10 2.56

2. 23-44 Medium 92 23.59

3. 0-22 Low 288 73.85

Total 390 100

It is evident from above table that almost three-fourth households (73.85 %) were from
low socio-economic status followed by medium status (23.59 %) and high status (2.56 %).

Obstacles faced by rural households in accessing formal financial services :
Obstacles are the impediments in the way of accessing different financial services.

Many obstacles still make it difficult for rural households to access financial services. These
can be demand side or supply side.

Distribution of the rural households according to demand side obstacles faced by
rural households in accessing formal financial services :

Demand side obstacles are caused by households’ own limitations. Table 2 depicts the
demand side obstacles faced by rural households.

The data presented in Table 2, indicate that transactions in financial terms are less
convenient was found to be the most popular obstacle, since 334 of the 390 households (85.6
%) faced this obstacle. They reported that cash transactions can be done more easily without
any hurdle. The probable reason can be that rural population did not transact big amount and
the small amount of cash can be handled easily.

Availing facility from financial Institutions is tough was expressed as the second obstacle
as 82.4 percent household expressed it. The third important obstacle faced by the rural
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households (74.9 %) was lack of knowledge regarding financial services.
The least faced demand side obstacle was lack of reference as only 7.94 household

faced it.

Distribution of the rural households according to supply side obstacles faced by
rural households in accessing formal financial services :

Supply side obstacles are caused by matters related to financial institutions. Table 3
depicts the supply side obstacles faced by rural households.

It is explicit from Table 3 that first most popular obstacle was, unsuitable working hours,
and it was reported by 323 households (82.8 %).

Households further explained that timings of financial institutions didn’t suit them as
their productive hours and the working hours of financial institutions are the same. Thus if
they go to financial institutions, they have to sacrifice their work and as most of them were
engaged in farming so it was considered unwise to go to financial institutions in the peak
working hours.

The other major obstacle faced by rural households was less understanding of staff
(66.67 %) followed by exhausting work procedures (62.82 %).

The least faced supply side obstacle was too much corruption as only 5.12 per cent
household expressed it.

Table 2 : Distribution of the rural households according to demand side obstacles faced by rural
households in accessing formal financial services     N=390(Multiple response)

Sr. No. Demand side obstacles Total score Rank order

1. Lack of documents of identification 65 XV

2. Lack of reference 31 XVII

3. Too much  written work 212 IV

4. Irregular signature 78 XIV

5. Lack of money for opening  bank account 99 XIII

6. Unemployment 153 VIII

7. Irregular income 202 V

8. Lack of collateral 123 XII

9. Lack of knowledge regarding financial services 292 III

10. Lack of knowledge regarding opening an account 131 X

11. Inability in writing 160 VI

12. Inability in reading 157 VII

13. Transactions in financial terms  are less convenient 334 I

14. Availing facility from financial Institutions is tough 321 II

15. Unavailability of transportation facility 127 XI

16. No trust on financial institution 132 IX

17. Feeling unsafe while leaving financial institutions 31 XVII

18. Feeling Uneasy in culture of financial institutions 39 XVI
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Level of obstacles faced by rural households in accessing formal financial services:
The households were classified into three categories namely, high, medium and low

constraint level on the basis of obtained constraints scores by the households in following
manner:

– Households who obtained obstacle scores more than 17 were categorized as high
obstacle level.

– Households who obtained obstacle scores in the range of 7.38 to 17 were categorized
as medium obstacles level.

– Households who obtained obstacle scores in the range of less than 7.38 were
categorized as low obstacles level.

The Table 4 reveals that less than three-fourth household (70.00 %) faced medium
level of obstacle in accessing formal financial services whereas less than one-fifth of the
households (16.20 %) faced low level of obstacles followed by high level of obstacles (13.80
% households).

Table 3 : Distribution of the rural households according to supply side obstacles faced by rural
households in accessing formal financial services     N=390  (Multiple response)

Sr. No. Supply side obstacles Total score Rank order

1. High penalty charges 24 IX

2. Low interest rate on deposited money 238 V

3. Long distance 228 VI

4. Crowded premises 240 IV

5. Unsuitable working hours 323 I

6. Exhausting work procedures 245 III

7. Less understanding of staff 260 II

8. Unco-operative  staff 200 VII

9. Complicated language of staff 96 VIII

10. Too much corruption 20 X

Table 4 : Distribution of the rural households according to level of obstaclesfaced by rural
households in accessing formal financial services          (N=390)

Sr. No. Obstacle score range Level of obstacle Frequency Percentage

1. More than 17 High 54 13.80

2. 7.38 to 17 Medium 273 70.00

3. Less than 7.38 Low 63 16.20

Total 390 100

Co-relation between socio-economic status and obstacles faced by rural households
in accessing formal financial services :

Co-efficient of correlation was calculated to examine whether or not, there is any
relation between socio-economic status and obstacles faced by rural households. Table 5
presents the results of the correlation.

Table 5 shows that there was a significant negative correlation between socio-economic
status and obstacles (r = -0.27, p< .001) at a 0.01 level of significance. The correlation
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coefficient between socio-economic status and obstacles was -0.27 indicating a small effect
size. This indicates that as socio-economic status increases, obstacles tend to decrease.
That means households had high socio-economic status faced obstacles at low level.

Conclusion:
It can be concluded from above study that, ‘Transactions in financial terms are less

convenient’ was expressed as the main demand side obstacles and ‘Unsuitable working
hours’ was expressed as the main supply side obstacle. It can also be concluded that the
least faced demand side obstacle was ‘Lack of reference’ whereas ‘Too much corruption’
was the least faced supply side obstacle.

The study also revealed that demand side obstacles were more faced by rural households
than supply side obstacles. Thus there is a strong need to remove the drawback of financial
illiteracy and also to build up a strong mechanism of awareness of financial services among
households.

These findings calls for building an effective inclusive strategy that would take care of
the obstacles faced by the rural households in accessing formal financial services. There is
still along path for building an inclusive financial system. It is recommended that policies
should be strengthened to make access of formal financial services easier for rural households.
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-0.27 .000*

*.01 level of significance
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