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DEVELOPMENT ECONOMICS | RESEARCH ARTICLE

Do financial consultants exert a moderating 
effect on savings behavior?A study on the Indian 
rural population
Giridhari Mohanta1 and Ashutosh Dash2*

Abstract:  Access to basic financial services, though, enables destitute and vulner-
able individuals in society to promote prosperity, a significant section of rural 
population is still unbanked in India. Unveiling various small saving schemes, the 
Indian Government has accelerated the financial inclusion, but the availability of 
numerous alternative schemes has created a surplus of market information, caus-
ing difficulty in building economic judgment for the rural people having no financial 
socialization through formal and informal education and training. While dismissive 
investors rely on their own decisions, the convincing behaviour of financial consul-
tants may play a crucial role in shaping the saving habits of the preoccupied 
population. To analyse the moderation effect of financial consultants on the rela-
tionship between small savings schemes, financial literacy and behaviour, and 
savings habit of rural people, the empirical study employs a two-phase structural 
equation modelling on the data gathered from 343 adult respondents from 12 
Indian districts with a considerable rural population. In order to validate the 
hypothesized measurement model, a confirmatory factor analysis is carried out and 
in the next phase, the structural model is used to verify the association between 
exogenous and endogenous variables. The study exhibits a significant positive 
impact of predictors and moderation variables on the savings habit. The study 
recommends integrating consultants into the financial engineering process to 
advance inclusivity and encourage saving behaviour of rural individuals for personal 
and economic prosperity.

Subjects: Development Policy; Rural Development; Economics and Development 

Keywords: Financial Inclusion; small saving schemes; financial consultants; structure 
equation modelling; saving behaviour

1. Introduction
Financial inclusion can reduce poverty and promote prosperity. Financial inclusion is one of the 
panaceas to eradicate poverty from the world and to better the livelihood of people and as such 
reduces poverty. Also, financial inclusion is envisaged as very key in every economy because it is 
seen as an enabler to achieving 7 of the 17 Sustainable Development Goals (SDGs) such as 
Eliminating extreme poverty (SDG 1); reducing hunger and promoting food security (SDG 2); 
achieving good health and well-being (SDG 3); fostering quality education (SDG 4); promoting 
gender equality (SDG 5); promoting shared economic growth (SDG 8); and promoting innovation 
and sustainable industrialization (SDG 9) (World Bank, 2018a). Given the fact that an inclusive 
financial system is linked to poverty reduction, prosperity, and promoting sustainable growth, 
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a lower level of financial inclusion poses a challenge in achieving sustainable development goals 
and becomes a cause of concern for sustainable inclusive economic growth and development 
(Anthony Yaw et al., 2021).

Having access to financial services empowers poor people to save and to borrow, helping them 
to acquire assets, invest in education, and set up businesses that would enable them to improve 
their standards of living (Baidoo & Akoto, 2019; Sakyi et al., 2021). Indeed, financial inclusion is 
beneficial to less privileged people in rural areas of society, young people and women. Bakari et al. 
(2019) examined the effect of financial inclusion on poverty reduction in sub-Saharan Africa and 
concluded that rural banking and affordable internet services are also pivotal in reducing poverty. 
Attempting to establish the relationship between financial inclusion and poverty alleviation in 
Indonesia, Taufiq et al. (2019) revealed that financial inclusion has the tendency to reduce the 
probability of households from absolute poverty. Using 45,000 households in India, Sefa Awaworyi 
and Bhaskar Marisetty (2020) empirically established a negative relationship between financial 
inclusion and poverty, implying that financial inclusion reduces poverty.

Though there is a consensus that access to basic financial services enables destitute and 
vulnerable individuals in society to move out of the vicious cycle of poverty and empower 
themselves and their families, yet 1.7 billion adults globally do not have a bank account, and 
46% of these adults live in seven countries, namely China, India, Pakistan, Indonesia, Nigeria, 
Bangladesh, and Mexico (Grand Thornton, 2020). Approximately a quarter of the adult population 
without a bank account live in China and India. Most of the population globally who do not have 
access to essential financial services, such as a transaction account, savings, insurances, and 
credit, are young adults and women. Moreover, 30% of adults without a bank account are aged 
between 15 and 24 years (Grand Thornton, 2020).

Moreover, in countries with a low proportion of adults with a bank account, those without a bank 
account are even younger. For example, in India, Brazil, and Kenya, approximately 4 in 10 adults 
without a bank account are aged from 15 to 24 years (Grand Thornton, 2020). According to the 
Global Findex Report, a quarter of adults without a bank account reside in the poorest 20% of 
households in any economy (Grand Thornton, 2020). Even in economies where bank account 
ownership has expanded to two-thirds or more, poor adults account for a larger proportion of 
those without bank ownership. Women from poor households in rural areas or those out of the 
workforce represent approximately half of this population. The gender gap in bank account own-
ership remains at 9% in developing countries, hindering women from being able to effectively 
control their financial lives.

According to the Global Findex database 2017, India is ranked 50th, with 80% of its population 
having a bank account. The number of individuals with a bank account has exponentially increased in 
India since 2014 (Grand Thornton, 2020) mainly due to the launch of government schemes, especially 
small saving schemes for financial inclusion. Small savings schemes are a set of savings instruments 
managed by the central government to encourage citizens to save regularly irrespective of their age. 
These schemes are popular because they not only provide returns that are typically higher than those 
of bank fixed deposits but also ensure sovereign guarantee and tax benefits. But the availability of 
numerous schemes has created a surplus of market information related to savings alternatives, 
causing difficulty in building economic judgment (Elizabeth et al., 2019).

In Indian context, Kumar and Laha (2012) and Gwalani et al. (2014) advocate that a greater degree 
of awareness of basic financial products and service would be the primary step forward towards 
financial inclusion. Kumar and Laha (2012) attempted measuring the inter-state variations in the 
access to finance using a composite index of financial inclusion. In their paper, they identified that 
a greater degree of awareness of basic banking services, diversification of rural non-farm sector, 
literacy drive to rural households, and an expansion of household-level assets play a crucial role in the 
process of financial inclusion. Gwalani et al. (2014) found that expansion of bank branch network had 
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little contribution to financial inclusion because of several social and economic barriers experienced 
by the rural poor including lack of promotion of financial products, such as savings bank account.

Family financial socialization through formal and informal education and training can have 
a substantial positive impact on financial behavior (Khawar & Sarwar, 2021). Adults without 
a bank account tend to have a low education level (Grand Thornton, 2020). In addition, literate 
household heads and individuals who are educated and employed are more likely to save com-
pared with those who are illiterate and unemployed (Sakyi et al., 2021). Age and dependency ratio 
show insignificant impacts on household savings (Sakyi et al., 2021). Higher age, higher education, 
and higher asset values most often have positive impact savings, while larger number of depen-
dents and secured public sector employment have an adverse impact on savings in the low- 
income economies like Ghana (Mumin et al., 2016).

The lack of formal education and financial literacy hinders the individuals in developing under-
standing about the institutions and their products. Beckmann and Salvatore Mare (2017) using 
survey data from 10 emerging markets in central, eastern, and southeastern Europe show that 
financially literate individuals having trust in financial institutions increase the probability of having 
formal savings. Similarly, Baidoo et al. (2018), using 600 individuals in Ghana, show that higher 
income, higher education level, being financially literate, and being employed increase the prob-
ability of saving at financial institutions.

In view of the factors like surplus market information, trust deficit between the financial 
institutions and low literate rural population, lack of awareness and promotion of financial pro-
ducts and services, the role of financial consultants is considered to be of paramount importance 
as they can be instrumental in reducing the information asymmetry and influence the household 
decision to save at financial institutions. Though Sofi and Hakim (2018) in their study reveal that 
small savings scheme features, financial literacy, financial behavior, and financial consultants’ 
guidance are essential in shaping savings habits, the influence of a financial consultant has not, 
however, been the focus of many studies. Therefore, the present study attempts to examine the 
moderation effect of financial consultants on the relationship between small savings schemes, 
financial literacy and behavior, and savings habits.

2. Literature survey and theoretical framework

2.1. Small savings schemes and savings habit
Literature has shown that communities with access to savings instruments experience increased 
savings, productive investments, as well as increased consumption and female empowerment 
(Ashraf et al., 2010). Access to financial services also leads to poverty reduction, decrease in the 
level of inequality, and enhanced private investment and economic growth (Allen et al., 2016; 
Bruhn & Love, 2014). It is often argued that economic growth can only be sustained if a significant 
number of the population has greater access to formal financial services that is associated with 
high rate of savings, employment, and high-income and low-poverty rate (Ibrahim & Olasunkanmi, 
2019; Nanziri, 2016). Therefore, small savings schemes are generally designed for small investors 
to mobilize and develop savings habits.

Small savings schemes are mostly developed for low-income groups in rural areas and finan-
cially backward urban communities (Ganapathi, 2010). Household savings in formal financial 
institutions work as capital for large corporations. In India, 65% of the population lives in rural 
areas, and the small savings of rural households become a large reservoir of capital that can be 
allocated to various needy sectors through formal financial institutions (World Bank, 2020). In 
India, all deposits received under various small savings schemes are pooled in the National Small 
Savings Fund. The money in the fund is used by the central government to finance its fiscal deficit.
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The government has incorporated the financial engineering process by establishing various 
committees, such as the Malhotra Committee, Rangarajan Committee (1991), Gupta Committee 
(1998), and Dave Committee (1999), in different time periods to increase the attractiveness and 
competitiveness of small savings schemes. The schemes are divided into three types: post-office 
deposits, savings certificates, and social security schemes. Although few schemes provide 
a monthly return and tax benefits, social security schemes are designed for the betterment of 
female children and senior citizens and for providing a saving options for long-term goals, such as 
retirement. These time-tested and safe investment modes do not offer quick returns but are safer 
than market-linked schemes. Old-age requirements, tax benefits (i.e., those of the National Savings 
Certificate), safety, security, convenience, liquidity, and assured returns are some of the major 
attributes that attract people to invest in post offices for their progressive growth (Chawla & Joshi, 
2021; Gavini & Athma, 1999; Mohanta & Debasish, 2011).

The majority of school teachers prefer to invest money to fulfil obligations, such as their 
children’s education and marriage needs, and purchase Kisan Vikas Patra (KVP), Indira Vikas Patra 
(IVP), and other popular time deposit schemes that cater to and function similar to commercial 
banks products (Prajapati et al., 2021). A survey of the National Council of Applied Economic 
Research (NCAER) of India indicated that the postal department contributes a significant propor-
tion of total savings to the economy (Annual report NCAER-2017-18) and results in a substantial 
increase in domestic savings habits (Soni et al., 2022). Because of the little contribution of bank 
branch networks to financial inclusion (Gwalani et al., 2014), the postal department is considered 
the backbone for developing the rural economy and acts as a crucial catalyst of communication 
(Anand, 2019; Velsamy & Amalorpavamary, 2015) for developing savings habit by offering different 
savings schemes with diverse features. Thus, we proposed the following hypothesis: 

H1: Small savings schemes contribute to cultivating savings habits.

2.2. Financial literacy, behavior, and savings habit
Several economic theories including the absolute income hypothesis by John Maynard (1936), 
relative income hypothesis by Duesenberry (1949), permanent income hypothesis by Friedman 
(1957), and life-cycle hypothesis by Ando and Modigliani (1963) have been used in various 
literatures to explain the financial behaviours of individuals. But these classical theories focus 
primarily on earnings, income, and life cycle to explain what influences individuals’ saving and 
consumption behaviours and ignore several other demographic and individuals’ differences (Yeal & 
Jiang, 2019; Sakyi et al., 2021).

A section of literature on savings and reveal that women are less likely to have a defined 
retirement saving plan compared to men (Sunden Annika & Surrette, 1998) and women have 
different risk preferences as compared to men that influence their saving and spending decisions 
(Croson, Gneezy, 2009). Some researchers also observed that women are less financially informed 
than men, and the low financial literacy influences their level of saving (Lusardi & Mitchell, 2014). 
In addition, literate household heads and individuals who are educated and employed are more 
likely to save compared with those who are illiterate and unemployed. Age and dependency ratio 
show insignificant impacts on household savings (Sakyi et al., 2021).

Higher age, higher education, and higher asset values most often have positive impact on 
savings, while larger number of dependents and secured public sector employment have an 
adverse impact on savings in the low-income economies like Ghana (Mumin et al., 2016). 
Researchers across the world such as Shawn et al. (2011) in Indonesia, Sadananda (2011) in 
India, Miriam et al. (2013) in Brazil, Mahdzan and Tabiani (2013) in Malaysia, Tullio and Padula 
(2013) in 11 countries of Europe, Lusardi (2019) in the USA, Conrad and Mutsonziwa (2017) in 
Zimbabwe, and Morgan and Long (2020) in Laos have studied the impact of financial literacy on 
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savings and found financial literacy was found to be a significant determinant of household 
savings.

Financial literacy plays a crucial role in making better economic decisions for the well-being and 
prosperity of individuals and enables individuals to grab the opportunity that arises in the market, 
and the maturity levels of investors in terms of their financial literacy and awareness are replicated 
in their savings and investment behavior (Roa et al., 2019). Insufficient awareness prevents people 
from saving a reasonable portion of their earnings and develops a negative behavioral approach 
toward savings. The financial literacy level is affected by demographic and socioeconomic factors 
(Lusardi, 2019). The financial literacy level of women is lower than that of men, and women fail to 
make crucial economic decisions at an appropriate time. However, they wish to maintain adequate 
liquid money to hedge their families against financial exposure and hardship (Netemeyer et al., 
2018).

Education accomplishment has been shown to rise linearly in relation to consumption of 
financial services. This view is supported by Camara et al. (2014) in their study with a nationally 
representative sample in Peru that found education to be playing a significant role in financial 
inclusion. Bogale et al. (2017) examined the saving behavior of 325 rural households and revealed 
a positive relationship between age, income, education, and the probability of saving. Since 
individual saving benefits the entire nation at the macroeconomic level, implementing financial 
educational programmes to increase individuals’ financial literacy can be one of the avenues to 
boost national saving (Mahdzan & Tabiani, 2013). Mohammed Ahmar (2020) in his exploratory 
study examining the effect of financial literacy on savings, advocates that it is important to 
increase financial literacy as it leads to more savings and thus helps in providing investment for 
the diversification of the Omani economy. Even Grohmann et al. (2018) confirm that training is 
more effective in cultivating savings habits and elevating understanding of their own financial 
circumstances. Accordingly, we propose the following hypothesis: 

H2: Financial literacy and financial behaviour contribute to stimulating savings habits.

2.3. Financial consultants and savings habit
Notwithstanding the importance of, mobilisation of savings by financial institutions, the institu-
tional collapse makes households lose trust in saving their excess funds at those financial institu-
tions. The trust deficit among savers and mobilizers is well documented by many researchers. 
Helmut (2013) and Goldberg (2014) in their studies found adoption of basic financial services such 
as saving in many developing countries is not noteworthy as households prefer to hold cash rather 
than saving in their formal bank account due to distrust and memories of past banking crises. The 
role of trust in economic decisions has been a key area of interest for many researchers like Adusei 
(2013), Ajayi (2016), Bachas et al. (2016), Beckmann and Salvatore Mare (2017), and Ogunleye and 
Ogunleye (2017) who emphasized on boosting individuals’ trust in financial institutions to improve 
financial inclusion.

The first source of mistrust may be the institutions themselves that fall short on the perfor-
mances and hesitate to disclose the full information to the public (Baidoo and Akoto, 2018). 
Consequently, if individuals cannot confidently rely on financial institutions due to inadequate 
information, then their decision to save with them will also be affected. The second source is the 
lack of formal education and financial literacy that hinder the individuals in developing under-
standing about the institutions and their products. Beckmann & Salvatore Mare (2017) using 
survey data from 10 emerging markets in central, eastern, and southeastern Europe show that 
financially literate individuals having trust in financial institutions increase the probability of having 
formal savings. Similarly, Baidoo et al. (2018), using 600 individuals in Ghana, show that higher 
income, higher education level, being financially literate, and being employed increase the 
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probability of saving at financial institutions. Therefore, the role of financial consultants may be of 
paramount importance as the consultants can reduce the information asymmetry and influence 
the household decision to save at financial institutions.

People’s psychological, cultural, and emotional connections with money affect their financial 
behavior and are better explained by financial advisors in the event of financial assessment 
(Joo & Durri, 2018). Dismissive savers are more likely to change their advisors because they rely 
on their own savings behavior (Bartholomew & Horowitz, 1991), whereas preoccupied deposi-
tors are more likely to attach only through a detailed discussion on their investment objectives. 
Therefore, close contact with financial consultants removes inherent limitations and promotes 
savings behavior. Social penalties considerably affect the saving behavior of people because 
they are normally imposed when they fail to fulfil their financial obligations in time and are 
generally declared in a public forum by financial consultants (Breza & Chandrasekhar, 2019; 
Viswanathan et al., 2020).

Working women are conservative, and their savings behavior is higher than that of men. They 
save to ensure a better future and prefer small savings schemes to utilize their earnings effectively. 
The Indian postal system provides them with a better financial service by entering into nontradi-
tional areas such as e-banking, e-governance, and e-commerce (García-Santillán et al., 2021). The 
social relationship of investors promotes commercial practices (Farzin et al., 2022), and when they 
encounter the decision of a large group, they exhibit herd behavior in terms of the decision-making 
process (Fromlet, 2001; Viswanathan et al., 2020). Most individuals obtain information on small 
savings schemes from their peers, relatives, and financial consultants and modify their decisions 
on the basis of situations they encounter because their decisions are not predefined (Gulcin & 
Regan, 2015).

In an agent-based framework, financial consultants influence people’s savings habits (Liu 
et al., 2020; Sorropago, 2014). Financial consultants can eliminate psychological obstacles, main-
tain superior customer relationships, and ensure client retention by meeting their multifaceted 
expectations (Sofi & Hakim, 2018). Better disclosure and secure connection eliminate negative 
concerns and create an optimistic and healthy investment atmosphere (Collins, 1996). 
Furthermore, the government has implemented various measures to improve financial literacy in 
communities and employed different learning approaches at different levels to bring them to the 
mainstream in the society (A. García-Santillán et al., 2021). Better financial decisions are made 
only by financially literate groups (Grohmann, 2018). Accordingly, we proposed the following 
hypothesis: 

H3: Financial consultants moderate small savings schemes and individuals’ financial literacy and 
behavior, thus promoting savings habit

The research framework is presented in Figure 1.

Figure 1. The research 
framework.

Source: Author’s own, Note: 
SPO: Small Savings Scheme; 
FLB: Financial Literacy and 
Behavior; FC: Financial 
Consultant
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3. Significance of the paper
The paper gains its importance by dealing with the moderation effect of financial consultants on 
the relationship between small savings schemes, financial literacy and behavior, and savings 
habits in underprivileged rural population of India. The financial decisions of people are affected 
by the structure of the financial service industry, information on intermediaries, and their perfor-
mance (Brooke et al., 2017; Victor et al., 2018); service quality and social influence (Jagongo & 
Mutswenje, 2014; Viswanathan et al., 2020); referral marketing (i.e., word of mouth); and inter-
personal communication, ease of use of information, and impact of herd behavior. As most of the 
low literate rural individuals are preoccupied investors who would be willing to save only through 
a detailed discussion with financial advisors regarding their financial objectives, the relationship 
between financial advisors and poor people in rural areas plays a vital role in making savings 
decisions (Sofi & Hakim, 2018).

The availability of numerous schemes has created a surplus of market information related to savings 
alternatives, causing difficulty in building economic judgment. The banks in rural India could not 
contribute much to financial inclusion because of lack of awareness and promotion of basic financial 
products and services such as savings bank account (Gwalani et al., 2014; Kumar & Laha, 2012). The 
role of financial consultants in creating awareness about availability and benefits of financial services 
is expected to improve inclusion, especially in low-income countries and low literature population.

The systemic collapse of five bad banks including a co-operative bank (Punjab and Maharashtra 
Co-operative bank) in three consecutive years between 2017 and 2020 has shaken the trust and 
faith of small savers in the financial institutions. About three lakh account holders lost their 
savings because of such collapses. The trust deficit among savers and mobilizers can be bridged 
by financial consultants. Since many other public sector banks are fundamentally strong, there is 
a need to emphasize on boosting individuals’ trust in financial institutions to improve financial 
inclusion. Many authors (Ajayi, 2016; Beckmann & Mare, 2017) presage the application of informa-
tion asymmetry theory to explain the link between trust and decision-making and indicated the 
importance of communication and information-sharing in building trust. Since formal education 
indicator for rural households has remained a big challenge (Atkinson & Messy, 2013), the financial 
consultants can reduce the information asymmetry and influence the household decision to save 
at financial institutions.

4. Research methods

4.1. Research design
We proposed a structure to examine the predictors of investment decisions and the moderating 
role of a financial advisor in cultivating savings habits (Figure 1). To determine the relationship 
between exogenous (small savings schemes and financial consultants) and endogenous (savings 
habit) variables, we used the descriptive research design by considering 12 Indian districts with 
a considerable proportion of the rural population with a low literacy rate.

4.2. Sample frame and data
In order to obtain the highest response rate, we employed the convenience sampling technique for 
data collection within a given time frame. Data were collected from 343 participants by using a 13- 
item 5-point Likert scale that shows 83% of response rate. Although 413 participants completed 
the survey, we included 343 participants after excluding those with missing values and wrong 
responses. To examine the reliability and validity of the survey, we conducted a pilot test among 
30 respondents. The survey was observed to be adequate and satisfactory. The internal consis-
tency of the survey was examined by calculating Cronbach’s alpha (Nunnally et al., 1978) and the 
observed values were >0.7, indicating the reliability of the instrument. Furthermore, scale reliability 
and validity were determined by performing exploratory and confirmatory factor analyses. The 
survey was used to examine people’s savings habits based on various parameters, and the 
responses were analyzed using SPSS 24.0 and AMOS 24.0.
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4.3. Estimation techniques
With respect to the estimation technique, this study employs Structure Equation modelling (SEM), 
a powerful, multivariate technique found increasingly in scientific investigations to test and 
evaluate multivariate causal relationships. In order to measure and analyse the relationships 
between observed and latent variables, SEM is considered to be a powerful technique and pre-
ferred over the regression analysis for its ability to examine the linear causal relationship among 
the variables while simultaneously accounting for the measurement errors. A confirmatory test of 
the proposed measurement model is carried out using confirmatory factor analysis (CFA).

4.4. Scale reliability assessment
The systematic review of prior literature plays a centeral role for the enumeration of the constructs. 
The review helps in bringing together the theories, constructs and variables. Table 1 presents the 
scale items with their theoretical background. The reliability of the scale is examined by determining 
Cronbach’s alpha, and the Cronbach’s alpha values of all exogenous variables presented in Table 4 
meets the cutoff value of 0.7 (Nunnally, 1978). The Cronbach’s alpha values of small savings schemes, 
financial consultants, financial literacy and behavior, and savings habits were 0.815, 0.778, 0.711, and 
0.835, respectively. A questionnaire for data collection is reliable if the Cronbach’s alpha value is 0.7 
and above, though higher alpha values indicate a higher internal consistency among the items on the 
questionnaire (Field, 2009). The high Cronbach’s alpha implies that if the questionnaire is adminis-
tered again, then the survey responses received from the households would be the same or similar. 
For two-stage structural equation modelling (SEM) (Hair et al., 2013), we initially performed 
a confirmatory factor analysis to confirm the hypothesized measurement model. Subsequently, we 
constructed a structural model to validate the association between variables based on the proposed 
model. To eliminate the common method bias, we adopted Harmon’s single-factor method for factor 
analysis, which involved the application of the principal component method without any rotation. The 
extracted single factor explained 41.369% of the total variance (see Table A1), which is within the 
acceptable limit (i.e., <50%). Therefore, a common method bias was excluded.

Table 1. Support for scale items and theoretical background
Item code and Description of item Theoretical background and Support
Construct: Savings/Investment Habit (SH) 
S1: Social security and social relaxation intention 
persuade savings habit. 
S2: Economic benefit fulfillment behavior motivates 
savings habit. 
S3: Other need fulfillment behavior encourages 
savings habits.

Wang et al., 2021;  
Chawla & Joshi, 2021; 

Ganapathi, 2010; García-Santillán et al. (2021);

Financial Literacy and Behavior (FLB) 
F1: Financial literacy and family financial behavior 
F2: Financial literacy and financial behavior of peer 
groups. 
F3: Family financial socialization and financial 
behavior of people in the financial institutions.

Steinhart & Jiang, 2019; 
Roa et al., 2019;

Construct: Financial consultant (FC) 
C1: Postal agents influence savings habits. 
C2: Postal employees guide savings habits. 
C3: Social relations persuade savings habits.

Lewellen et al., 1977; 
Fromlet, 2001; 
Shiller Robert, 2000; Shiller, 2014

Construct: Small Savings Scheme (SPO) 
P1: Secured and better return traits of postal savings 
scheme motivate me to save. 
P2: Simplified procedure and reliability of the scheme 
attract me to save. 
P3: The structure of the postal industry motivates my 
purchase decision. 
P4: The maturity period of the scheme motivates my 
purchase decision.

Gavini & Athma, 1999; 
Singh, 2002; 
NCAER, (2017-18) 
Prajapati et al., 2021; 
Chopra et al., 2021

Source: Authors’ own 
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4.5. Exploratory factor analysis
Before examining the measurement model, we performed an exploratory factor analysis to 
examine the loads of measured variables (items) on their corresponding factors and to evaluate 
the association between measured variables and their corresponding factors. By performing the 
exploratory factor analysis, we extracted four factors, which explained 68.798% of the total 
variance (see Table A1). Furthermore, the adequacy of the samples for factor analysis was 
examined by performing Kaiser–Meyer–Olkin (KMO) and Bartlett’s sphericity tests. We determined 
a value of 0.872 for KMO statistics (see Table A2), which is >0.50 as used in academic literature. 
While performing factor analysis in SPSS 24.0, we performed principal component extraction with 
the varimax rotation method and found an approximate chi-square value of 1618.925 with 
a degree of freedom of 78 (see Table A2). We considered a 5% level of significance. The ceiling 
points of factor loadings and cross-loadings were determined [i.e., >0.5 (Karatepe et al., 2005) and 
>0.40 (Hair et al., 2010)], respectively, and used as an eigenvalue of >1 as the base. The factor 
loadings are listed in Table 2.

Table 2. Factor loadings
Factor loadings

Items loaded 1 2 3 4
S1 
S2 
S3

0.788 
0.827 
0.641

0.732 
0.781 
0.685

F1 
F2 
F3

C1 
C2 
C3

0.688 
0.686 
0.721

P1 
P2 
P3 
P4

0.788 
0.817 
0.795 
0.751

Source: Authors’ Own 

Table 3. Measurement model fit indices

Index name Index value of MM*
Acceptable values for good 

model fit **
X2/df 2.169 < 5.00

GIF 0. 931 > 0.90

NFI 0. 928 > 0.90

CFI 0. 959 > 0.90

TLI 0. 942 > 0.90

AGFI 0. 901 > 0.90

RMSEA 0. 071 < 0.08

Model-fit Good
Source: Authors’ own 
Notes: (a) * Measurement model, (b) **Hair et al., 2010 
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Table 4. Test of convergent validity of measurement model

Factor and items
Standardized 

factor loadings* Cronbach’s α AVE CR
Construct: Savings/ 
Investment Habit 
(SH)
S1: Social security 
and social 
relaxation intention 
persuade my 
savings habit.

0.723 0.835 0.678 0.862

S2: Economic 
benefit fulfillment 
behavior motivates 
my savings habit.

0.775

S3: Other need 
fulfillment behavior 
encourages my 
savings habit.

0.924

Financial Literacy 
and Behavior (FLB)
F1: Financial literacy 
and family financial 
behavior

0.809 0.711 0.605 0.821

F2: Financial literacy 
and financial 
behavior of peer 
groups.

0.725

F3: Family financial 
socialization and 
financial behavior 
of people in the 
financial 
institutions.

0.797

Construct: Financial 
Consultant (FC)
C1: Postal agents 
influence savings 
habits.

0.739 0.778 0.644 0.844

C2: Postal 
employees guide 
savings habits.

0.821

C3: Social relations 
persuade savings 
habits.

0.843

Construct: Small 
Savings Scheme 
(SPO)
P1: Secured and 
better return traits 
of postal savings 
scheme motivate 
me to save.

0.771

P2: Simplified 
procedure and 
reliability of the 
scheme attract me 
to save.

0.813 0.815 0.639 0.876

(Continued)
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5. Results

5.1. Measurement model
The goodness-of-fit indices were calculated by performing a confirmatory factor analysis for all 
four latent constructs in a single model to assess their goodness of fit (Schreiber et al., 2006).

The values of the model fit indices (Table 3) CMIN/DF = 2.169, GIF = 0.931, NFI = 0.928, 
CFI = 0.959, TLI = 0.942, AGFI = 0.901, and RMSEA = 0.071 were within tolerable ranges. The 
measurement model is presented in Figure 2.

The construct soundness of the measurement model was measured by determining convergent 
and discriminant validity. The convergent validity was measured by calculating the average variance 
extracted (AVE) value, and the composite reliability (CR) was measured by examining the findings of 
the confirmatory factor analysis. The measurement model had an AVE of >0.5 and a CR of >0.7 
(Fornell & Larcker, 1981). The outcomes of convergent and discriminant validity are presented in 
Tables 4 and 5, respectively. Diagonal discriminant values were larger than those of correlation 
values; thus, we validated the discriminant validity of the constructs (Fornell & Larcker, 1981).

Factor and items
Standardized 

factor loadings* Cronbach’s α AVE CR
P3: The structure of 
the postal industry 
motivates my 
purchase decision.

0.829

P4: The maturity 
period of the 
scheme motivates 
my purchase 
decision.

0.784

Source: Authors’ own 

Figure 2. Measurement model.

Source: Authors’ own
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5.2. Structural model
From model 3, we observed that all the predictors, except postal savings, had a positive impact on 
savings habit and explained 35% of the total variance. Financial consultants had a positive effect 
on the savings habit of people when the predictor small savings scheme was considered as an 
interaction variable (SPO_FC). Thus, this finding indicates that financial consultants exert 
a moderation effect on the savings habit of people. The structural model is presented in Figure 3.

Table 5. Discriminant validity test of measurement model
Construct SH FLB FC SPO
SH 0.823408

FLB 0.729 0.777817

FC 0.708 0.718 0.802496

SPO 0.698 0.711 0.664 0.799375

Source: Authors’ own 

Table 6. Structural Model Fit Indices

Index name Index value
Acceptable values for good 

model fit *
X2/df 1.631 < 5.00

GFI 0. 998 > 0.90

NFI 0. 997 > 0.90

CFI 0. 999 > 0.90

TLI 0. 989 > 0.90

AGFI 0. 949 > 0.90

RMSEA 0. 052 < 0.08

Model-fit Good
Note: (a) *Hair et al. (2010) 
Source: Authors’ own 

Figure 3. Structural model.

Source: Authors’ own
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We validated the hypothesized model by using the maximum likelihood estimation technique 
and by determining different model fit indices and other parameters. We obtained superior values 
in our model against the proposed threshold of 0.5–0.8 for model fit indices to be considered 
superior in social science research (Hair et al., 2010). All the values were >0.9, indicating that the 
proposed model well fits the data. The RMSEA was 0.052 (<0.08), and X2/df was 1.631 (<5.0), 
indicating the good fit of data for the model. In this model, R2 = 0.35 explained 35% of the 
variance. The model fit indices are listed in Table 6. 

Table 7 presents the path details and effect size of latent constructs observed after due 
validation and observed to be significant and positive concerning the proposed model. A positive 
relationship was noted between exogenous variables, namely small savings schemes, financial 
literacy and behavior, financial consultants, and savings habit.

6. Discussion
The findings of the present study support the hypothesized model. We noted that small savings 
schemes, financial literacy and behavior, and financial consultants exert a significant positive 
effect on savings habits. The exogenous variables in the model explained 35% variance of the 
dependent (endogenous) variable because the R2 of the model was 0.35 (Cohen, 1988; Falk & 
Miller, 1992). Furthermore, the results revealed that financial consultants play a major role in 
influencing the savings habit, with a factor loading of 0.29 and an f-squared value of 0.1714, 
indicating a medium effect size. Small savings schemes (SPO) and financial literacy and behavior 
exhibited factor loadings of 0.26 and 0.25, indicating small effect sizes of 0.2124 and 0.0423, 
respectively. We determined that the interaction between financial consultants and small savings 
schemes and that between financial consultants and financial literacy and behavior exerted 
a medium effect on savings habits. Therefore, the significant effect of financial consultants, 
a moderating variable, cannot be refuted. Financial consultants moderate the synergistic impact 
on the savings habit. Therefore, organizations employing financial consultants to promote their 
financial products should view them as an asset instead of a liability.

7. Conclusion
This study investigated the impact of predictors on cultivating savings habits and the moderation 
role of financial consultants in developing countries such as India.

We used SEM to evaluate the impact of predictors on the savings habit. The data were statis-
tically validated using measurement and structural models to evaluate the goodness of fit by using 
different fit indices. This study exhibited a significant association between hypothesized variables 
(i.e., exogenous and endogenous). We empirically examined the significant effect of predictors 
(small savings schemes and financial literacy and behavior) and the moderator (i.e., financial 
consultants) on the savings habit of people. Financial consultants as the predictor exhibited 
a better effect size (i.e., medium effect size; f-squared value = 0.1714) than did the other two 
predictors (i.e., small savings schemes and financial literacy and behavior). In addition, financial 
consultants exerted a synergistic effect on cultivating savings habits as the moderator and 
exhibited the highest effect size among all other predictors. The results revealed that financial 
consultants moderate the relationship between small savings schemes and financial literacy and 
behavior, thus cultivating the savings habit. Furthermore, the present study divulges the significant 
role of financial consultants in the financial inclusion process of beneficiaries in attaining the SDG 
goals for sustainable economic and social development.

Given that this is an emerging discipline, a thorough study can be conducted to examine the 
relative effect of other predictors, such as emotions and mood, on the savings habit. In addition, 
studies can identify the causes of the nonparticipation of people in savings and investment 
activities.
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This study determined whether financial consultants predict and moderate the savings and 
investment habits of people. The findings of this study will be beneficial for policy implications 
and institutional services. The financial consultants should be formally integrated into the 
financial inclusion process and encouraged to play a significant role in the inclusive movement, 
especially in rural areas with low income and low literacy. Financial institutions and other 
intermediaries can formalize the services of the consultants for creating awareness and pro-
moting their basic products and services to the unbanked population and can contribute 
significantly to financial inclusion. The financial consultants can also play a crucial role in 
bridging the trust gap among the savers and mobilizers to speed up the inclusive process. 
Both the government and financial institutions can develop products for the rural poor with 
help of the inputs gathered by these consultants, who understand the need of the poor through 
their interpersonal relationship. Though, this study contributes to the literature by enhancing 
the knowledge base and providing a roadmap to the academic community for future studies, it 
suffers from some limitations like small sample size and concentrated focus on the moderation 
effect of predictors (i.e., financial consultants). Future studies should consider different internal 
and external factors and widen the scope of the study to examine the savings behavior of 
people.
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Appendix

Table A1. Total Variance Explained

Component

Initial Eigenvalues Extraction Sums of Squared Loadings

Total
% of 

Variance
Cumulative 

% Total
% of 

Variance
Cumulative 

%
1 5.378 41.369 41.369 5.378 41.369 41.369

2 1.483 11.406 52.776

3 1.104 8.495 61.271

4 .978 7.527 68.798

5 .833 6.407 75.205

6 .672 5.166 80.371

7 .576 4.435 84.806

8 .506 3.894 88.700

9 .395 3.039 91.739

10 .341 2.621 94.360

11 .286 2.200 96.560

12 .260 2.003 98.563

13 .187 1.437 100.000

Extraction Method: Principal Component Analysis 
Source: Author’s Own 

Table A2. KMO and Bartlett’s Test
Kaiser–Meyer–Olkin Measure of Sampling Adequacy. .872
Bartlett’s Test of Sphericity Approx. Chi-Square 1618.925

df 78

Sig. .000

Source: Author’s Own 
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