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ABSTRACT

Drawbacks of the Formal Financial System in rural areas. the rural people prefer to adopt
Informal Financial System according to more motivation and reasons in village level.
Even though varieties of formal financial systems are introduced in our country. many
institutions were expanded and more types of financial tools, packages were introduced,
our people still operates the informal financial systems particularly in rural areas than
urhan area. Therefore, this study [ocuses on the reasons for informal financial system in
village level. The objectives of this study are to identify the reasons for informal financial
system and evaluate the level of the system. In order 1o achieve the objectives, the
Akkaraipatu village is selected and issued questionnaire among the 150 people and small
business men. Data were collected and analyzed by using univariate analvsis. The results
of the study show that there is various factors influence in involvement of informal
financial svstem in Akkaraipattu village and the informal financial system is high level in
Akkaraipattu. Based on the findings. some recommendations are given to strengthen the

formal financial system. Findings of this study help bank managers. policy makers and
il
L'

informal suppliers to betdr understand about the reasons and level of informal financial

systent. = g 4



TABALE OF CONTENTS

ACKMNOWLEDGEMENT ..coovveesssissssosssssssssmsssesssssssssssssssssssssssssssessssydtbtibsiiisssreissssbisasaneanes
TABALE CIF CONTENTS .ocosuivermiveserreessrrasssssssessissesssssasassansssssssrasenssssdast abs s poo s visasd il
INTRODUCTION Lieciiisieuerereensssessssessessassasessssssmmmmsss iasssssmssssssserseresasasssssnsssas o se s sassssnsis I
1;1 BACKGROUND OF THE STUEEY st i oais s ssia
1.2 PrOBIEIm SELETIEIIL «.ooeoeivosseisssssssseses s eeaeesss s sssse e e rssessesebebebsss s enen e 3
1.3 Objeotives-of thestudy. s i i s i s s
1.4 Scope 0F The ST «cummmmmmmminmmsmeim et s s s
155 B aniicamoe 0 tre Sty o s i A e
Ji B NI TROETIEEN oo ciinonsmrriniin i iRt s s e A S o e SR ey uraTa LA b e aed

1:6:1 Selection of sample, . mimamaminniiiniiaie i iR

LN

LITERATURE REVIEW coosescsoessmossssossonsss oo s scessessonsn

AN TRORLICTION ... +ecorereresendesris s i D s i

-2

2.2 Informal FInancial SYSIEM e s s e enss
\ :
- . = .y ) . F b
.3 Structure of Informal Financial Systemcin the village level 2l
. - . ! : P
A Common characteristics of informal financial systeml e 4

bR v N = S

| T

.

2.5 Factors [-DI'I|III-GJ'H’]I-]| Firigiieil SYSEmlERN .m0 B

2

LN

3

5.4 Erucational Knowledge ..o 14



2.5.5 Distance of the banks and financial INSUULHONS ...,
2.5.6 Mortgage in informal [Inancial SYStEmM ...,
2.6 Common reasons of the informal fiNAnce EXists i
2.7 Methods of the I Tormal TImames s i . s e s o i s i s ssasi i sanrmas
B o 1 o
2.7.5 INTOPMEAL SAVINES Lottt s bbb
BT B O I OT A st e A Lo b B et i AT S s L B S e e o
2.8 FORMAL FINANCIAL SYSTEM .oiioiiimeeniissisiscssiissssssssnsnssissseseasessesss
2.9 Comparing Formal and Informal Financial Sectors. ..o
CONCEPTUALIZATION AND OPERATIONALIZATION .ot iicsivisiianniniininn
3.2 Conceptugl framework i i i
3.3 Informal financial systems 10 village IBVEL ...ciciimrererssieicsinsmmssonsssensanssassssnsnsanas '

&

Lid

e gy g
3 S

3.3:4-Educational Knowlegge o e ismsiinismreesonvaorimassy bdeisans shrse sysnescassisng

~

3.4 OperationaliZAlION ..o oo rseie s il e syt s e
4.2 ReSarCH O8I . ..cevrvrrnermnsnsenrensssssssassssrssssnsnssssansasssnssnrsersnrrey b ssndassas ssssvs bvsmibrsssritsse
8201 Prrmnse OF SIAY v i i 5 b v R 6
4.2.2 Types of INVESHZALION .evveeeriiieirmrcecei s st 3

A S T i F Qath COV OO O st it o e s s 8 B H3 b kv

ad ¥l
-3 I

Ll
-



4.2.4 SettiNg OF dalal .ot ettt st s s e n s
B 2.0 SHAMBIC UL .. ireiovamnimsssnsinisassssiiaish i ssisrssnn s e sssssaansssavamssbios eI TR raanani s on
4.3 R ESATE SAMIPIE suuisssssssmoiissss sasstsisss st ssstasisn s issis ot ses bassrimnps ST In LR eme sy ervs
4,3.1 The choice of the SamIPle .. ot st s s

D o B O s s i s e i B i s N s A Y SRS o e

442 Secondary QATA.. . ...t ety s rdmsssaess i s re S A A1 D
4.5 SUUCIULE OF QUESHIDNMNAITE ..ocoeeeerrrrerererrnrenrs s oo s e e e sanr s sm s sttt bbb -

4.5.1 Assessment of the informal financial SYSIEM i -

At D e el O ot e T R S e e PR et

BT SUMITATY ettt e sease s e e e s et a4 a4 11 s e rre e LR SRR s TR

DATA PRESENTATION AND ANALYSIS Lo

h

Lh

Lh

B T P LI L R4 08 AT L4 L1 T TT TP PP TUP PR P

b
54 2Gender . e

54 4 Educational GRAlifICation .. cmsasmssisien husit s e s sonsrarserspessasssasss

o i : ¥ ;

R T B O B BN i oo s s s s i S M RS XY Ly s S gl

5.4.7 Acceptance of Informal Financial System ...
5.4.8 Bank knowledge of the PEOPIL i iismminisssistassiisnim irannsssiaassetsssanssnsssansans

5.4.9 Sources of borrow in informal financial system..........ci

5.4.10 Purpose of borrow in informal financial SYSIEM ..o £

e a1 1030 T AT WAL L L0 5 U Ui P P A St OO RL SN S ARt

e T N et e P R N T B T R £ o v SR Y B i

R 71 Ty e 0 1 - o T Ot Py i B Gt

3 Reljability and Validity cossannainnuininisinu st iiiasmin i



LA
"y

5.3 Education Knowledge in informal financial SYStem. . .ocemcrmmasssssesnsns 47

LA
N

4 Flexibility in informal financial system........iiiomi. 4

tn
A

5.5 Distance in informe) fInancial SUSIEI .ot 1

L
-

.5.6 Mortgage in informal financial SyStem. .. 50
5.6 Personal information and research information ... 51
56, 1 DIVIEIONS Gl BAOCIDOM. .o rese i sibibbsssinssiabsi s s A1
569 Divizions ahd DStanmte. i oss s 3
G A GEAAEE AT LB cooensmperssenersereraes sesssssbatesii e bR G AR 52
S0 AP0 AN TaOBN Jorcconsiuitiiascisdssssonsossaa v 60 EErHH 38588 8 s s e s BT sRSa np  FD
S5 5 ARG AT PE, v prrrersssssensiassaseasssarsmrreronsrorsensesesbitn bR B A A3
5.6.6 Flexibility and Edugation 1evel i i oo IF
G T TOB B LI . evesmsverermpusrsrsrprssssessessssssasmsmnessasasaessssanssnesesssisbsratiniicssrsasibianiiiiie
5.6 8 Mortoape: AT IO s e e s e D
5.6.9 L0An AN TNCOIMIE woreetiiiirisiseisersrevssssssssssmessssesesbstsssssssassiesessssessoessetsinssassnsasans S92

5.7 Overall factors influence in informal financial systen ..., 36
R 1 L T N SR A S DB

. T =

= 6.2, Research THOrmation . 37

6.2.3. Education Knowledge in inforn™ financial a\stch“ 59
6.2.4. Flexibility in informal financial systei™ . cnonsdpprsmsnsgessescessnessnnnaness 60
6.2.5. Distance in informal financial 5}-‘5tr.;m _)‘ 6l
6.2.6 Mortgage in T el TARCTAE EVRIBI L s svenssisissssiscimmmuiminresrsssssss sy 82
CONCLUSIONS AND RECOMMENDATIONS ...ttt i isasissassinss 03
E L TN TROIICTHIN st i s e B s S s pe s e I



7.2.1 Conclusions for obJective ONE ..t s
7.2.2 Conclusions for obJECtiVE TWO ...
7 3 P ecomMEnUAtION i i it itit b e s s s e AR n 4 s
T 4 FULUFE TESEATCH 1oveneeveiaessnissssriesassrasnsssosasessasisessmbss s b s b s S ss T e b
7.5 Implications of the SEAY ..t s

AppEndix 2: SPSS OUTPUTS ootiurcsorrscsisissmsssssisstssssomssssssssssssstnsgsss s



