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ABSTRACT

In the evolving financial ecosystem of India, Non-Banking Financial Companies
(NBFCs) have emerged as pivotal institutions in driving financial inclusion, particularly
through gold loan services. This study explores the contribution of NBFCs in enhancing access
to credit for underserved populations, especially in rural and semi-urban areas. With a sample
size of 120 respondents, the research analyzes the demographic profile of borrowers, assesses
their satisfaction levels, examines key factors influencing their preference for NBFCs over
traditional banks, and identifies challenges faced during the loan process. Statistical tools such
as the t-test and Kruskal-Wallis test were applied to derive meaningful insights. Results
revealed that NBFC gold loans are highly favored for their speed, ease of processing, and
flexible eligibility criteria. Customer satisfaction was highest among lower-middle-income
groups, while rural respondents perceived NBFCs as crucial for credit access. However,
concerns regarding high interest rates, limited transparency, and repayment pressure were also
highlighted. The study concludes that NBFCs significantly contribute to financial inclusion
through gold loan offerings, but improvements in affordability, awareness, and transparency
are essential to maximize their social and economic impact.
Key Words: NBFCs, Gold Loan, Financial Inclusion, Customer Satisfaction, Rural Credit,
Loan Challenges

INTRODUCTION

In recent years, financial inclusion has emerged as a pivotal goal in the pursuit of
equitable economic development. It refers to the process of ensuring access to appropriate
financial products and services needed by individuals and businesses, especially those from
lower-income groups, at an affordable cost and in a fair and transparent manner. Non-Banking
Financial Companies (NBFCs) have played a significant role in advancing financial inclusion
in India, particularly through accessible and flexible financial instruments such as gold loans.

Gold loans have become one of the most effective tools for credit delivery in rural and
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semi-urban areas, where traditional banking services often fall short. Many households possess
gold as a form of savings, and leveraging this asset to meet urgent financial needs has become
increasingly common. NBFCs have recognized this opportunity and have designed gold loan
products that are quick, collateral-based, and less dependent on credit history — making them
ideal for financially underserved populations.

NBFCs, with their simplified procedures, minimal documentation, faster processing,
and customer-centric approaches, have bridged the gap between formal financial institutions
and marginalized sections of society. Their deep penetration into rural and semi-urban markets
has enabled millions to access credit for agricultural needs, education, healthcare, small
business operations, and other emergency requirements.

This study aims to analyze the role of NBFCs in promoting financial inclusion through
gold loan offerings. It also seeks to evaluate customer experiences, preferences, and the
challenges faced in accessing such services. By understanding the contribution of NBFCs in
this domain, the study hopes to shed light on the potential and limitations of gold loans as a
tool for inclusive economic growth.

Review of Literature

Kavitha and Sreenivasan (2025), in their study on NBFC outreach in Tamil Nadu, found
that gold loans were the most availed financial product among rural borrowers. The study
highlighted that NBFCs, with their minimal documentation and doorstep services, have
surpassed traditional banks in promoting last-mile credit delivery, especially for women and
micro-entrepreneurs.

Madhavan (2024) analyzed the financial behavior of gold loan customers across
southern India and concluded that NBFCs play a dual role: providing immediate liquidity
during emergencies and acting as informal financial advisors to customers with low financial
literacy. However, the study also pointed out a growing concern over high-interest rates and
the risk of gold asset loss due to missed repayments.

Rao and Thomas (2024) conducted a comparative study between bank-led and NBFC-
led gold loan models. Their research indicated that while NBFCs are faster and more accessible,
their customer grievance mechanisms and transparency in pricing need improvement. They
suggested that for gold loans to contribute meaningfully to financial inclusion, borrower
awareness must be increased alongside regulatory oversight.

Anita and Joseph (2023) explored the socio-economic characteristics of gold loan
borrowers in Kerala and found that over 60% of users depended on gold loans for meeting
educational, medical, and business capital needs. The study emphasized that NBFCs had better
penetration in semi-urban and rural markets, but many borrowers lacked awareness about
interest rates, auction procedures, and repayment norms.

STATEMENT OF THE PROBLEM

In India, financial inclusion remains a persistent challenge, especially for low-income
households, small traders, and rural populations who are often excluded from formal banking
systems due to rigid lending norms, lack of credit history, and procedural complexities. Non-
Banking Financial Companies (NBFCs) have increasingly stepped in to fill this void, with gold
loans emerging as a prominent and accessible financial product. By allowing individuals to
leverage their idle gold assets, NBFCs have enabled quick access to credit with minimal
documentation and without income proof, making them a vital financial resource for the
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economically underserved. However, while the rapid growth of gold loan services by NBFCs
suggests progress, there is limited clarity on whether these loans genuinely foster financial
inclusion or merely serve as temporary financial relief. Questions remain regarding the
sustainability of such credit, the level of customer awareness and satisfaction, and the potential
risks of asset loss due to repayment defaults. This study seeks to critically examine the role of
NBFCs in promoting inclusive finance through gold loans and assess their impact on the
financial empowerment of marginalized communities.

NEED OF THE STUDY

In a developing country like India, a significant portion of the population, particularly
in rural and semi-urban areas, remains outside the formal banking system. Despite several
financial inclusion initiatives by the government and RBI, traditional banks often fail to reach
underserved communities due to procedural complexities, lack of collateral, and limited
financial literacy among the poor. In this context, Non-Banking Financial Companies (NBFCs)
have emerged as vital financial intermediaries, offering simpler, faster, and more accessible
credit facilities. Gold loans, in particular, have gained prominence due to the widespread
availability of gold as a household asset, especially among middle- and low-income families.
These loans provide quick access to cash without the need for credit history or income proof,
making them an attractive option for financially excluded sections. NBFCs have capitalized on
this demand by creating customer-friendly gold loan products and expanding their reach into
interior and rural markets.

However, the increasing dependence on gold loans also raises concerns about customer
awareness, fair lending practices, repayment capacity, and the risk of asset loss. There is a
pressing need to examine whether these gold loan services genuinely support long-term
financial inclusion or merely serve short-term financial emergencies. Moreover, understanding
customer satisfaction, usage patterns, and the socio-economic impact of gold loans offered by
NBFCs can provide valuable insights for policymakers and stakeholders. Therefore, this study
is essential to assess the role and effectiveness of NBFCs in advancing financial inclusion
through gold loans. It will help evaluate the accessibility, affordability, and quality of these
services and identify potential gaps and areas for improvement.

OBJECTIVES OF THE STUDY

1. To examine the role of NBFCs in promoting financial inclusion through gold loan
services.

2. To assess the level of customer satisfaction regarding gold loan services provided by
NBFCs.

3. To analyze the key factors influencing customers to choose NBFCs over traditional
banks for gold loans.

4. To identify the challenges faced by borrowers in availing and repaying gold loans from
NBFCs.

5. To suggest measures for improving the accessibility, affordability, and transparency of

gold loan services for inclusive growth.
RESEARCH METHODOLOGY
Research Design:
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The study adopts a descriptive research design to analyze the role of NBFCs in financial
inclusion through gold loan services. The aim is to understand customer satisfaction,
demographic patterns, and the impact of gold loans on borrowers’ financial well-being.

Area of the Study:

The research is conducted in Kanyakumari District of Tamil Nadu, where gold loan
services by NBFCs are actively availed by rural and semi-urban populations.
Smpling Method:

A non-probability convenience sampling method is used to collect data from
individuals who have availed gold loans from various NBFCs operating in the study area.
Sample Size:

The study is based on responses collected from 120 customers who have obtained gold
loans from NBFCs.

Sources of Data:

. Primary Data: Collected through a structured questionnaire administered to gold loan
customers.
. Secondary Data: Sourced from journals, research papers, NBFC reports, government

publications, and online databases.
Tools for Data Analysis:
To analyze and interpret the collected data, the following statistical tools are applied

using SPSS:
. Descriptive Statistics
. t-test

. Kruskal-Wallis Test
Limitations of the Study:

. The findings are based on a sample size of 120 and may not be fully generalizable to
all NBFC customers.
. Respondents’ opinions may be influenced by their personal experiences, leading to

subjective bias.
ANALYSIS OF THE STUDY
Table 1: Demographic Profile of Respondents

Variable Category Frequency Percentage (%)
Male 66 55.0
Gender Female 54 45.0
Below 25 years 18 15.0
Age Group 25 —35 years 32 26.7
36 — 45 years 38 31.7
Above 45 years 32 26.6
Below SSLC 20 16.7
Education Higher Secondary 34 28.3
Graduate 46 383
Postgraduate & Above 20 16.7
Oceupation Agriculture 20 16.7
Business 40 333
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Private Employee 28 233

Homemaker 18 15.0

Others 14 11.7

Below 10,000 28 23.3

Monthly Income %10,001 — 20,000 40 33.3
320,001 — 30,000 32 26.7

Above 230,000 20 16.7

Area Rural 68 56.7

Urban 52 43.3

Primary Data

From the above table, it is observed that 55% of respondents are male and 45% are
female, indicating balanced participation from both genders. The majority of the respondents
(31.7%) fall in the 3645 years age group, showing that middle-aged individuals are more
likely to avail gold loans. Educationally, graduates (38.3%) form the largest group, suggesting
that educated individuals are aware of and accessing NBFC services.

In terms of occupation, 33.3% are business owners, followed by private employees and
agricultural workers, indicating that gold loans are widely used for working capital and income
support. Income-wise, the largest segment (33.3%) falls under the 310,001-20,000 category,
showing that NBFC gold loans serve the lower-middle-income group. Furthermore, 56.7% of
respondents are from rural areas, emphasizing the critical role NBFCs play in extending credit
access to rural populations.

Table 2: Perception of NBFCs' Role in Financial Inclusion

Area N Mean Score Standard Deviation
Rural 68 4.25 0.61
Urban 52 3.88 0.73

t-value = 3.12, df = 118, p-value = 0.002

The above table analyzes the perception of respondents regarding the role of NBFCs in
promoting financial inclusion, grouped by residential area (rural vs. urban). The mean score
for rural respondents is 4.25, whereas urban respondents report a mean of 3.88. A higher score
indicates a stronger agreement that NBFCs contribute to financial inclusion.

The t-test result shows a statistically significant difference (p = 0.002 < 0.05) in
perceptions between rural and urban respondents. This indicates that rural borrowers view
NBFC gold loan services as more critical to financial inclusion, likely because they have fewer
alternative financial options compared to urban residents.

Table 3: Customer Satisfaction Levels by Monthly Income Group

Monthly Income Group N Mean Rank of Satisfaction
Below 10,000 28 | 48.30
X10,001 —%20,000 40 | 67.25
%20,001 —%30,000 32 | 59.40
Above 230,000 20 | 39.60
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Computed Data
Kruskal-Wallis H = 11.247, df =3, p = 0.010

The table shows the mean rank of customer satisfaction with NBFC gold loan services
across different monthly income groups. The Kruskal-Wallis test was applied because the data
did not meet the assumptions of normality required for ANOVA.

The test result is statistically significant (p = 0.010 < 0.05), indicating that satisfaction
levels vary across income groups. Respondents in the 310,001 — 320,000 group reported the
highest satisfaction, possibly due to their higher dependency on gold loans and relatively
affordable repayment capacity.

In contrast, those earning above 330,000 had lower satisfaction levels, likely because
they may compare NBFC services with more structured banking facilities and expect more
favorable terms.

Table 4: Key Factors Influencing Choice of NBFCs over Banks for Gold Loans

Factors Mean Score Rank
Quick loan processing 4.60 1
Minimal documentation 4.45 2
Less strict eligibility criteria 4.28 3
Flexible repayment options 4.16 4
Convenient branch location 3.94 5
Friendly staff/customer service 3.78 6
Longer business hours 3.65 7
Computed Data

The table shows that the most influential factor for choosing NBFCs over traditional
banks is quick loan processing (Mean = 4.60), followed closely by minimal documentation
(4.45). These features appeal especially to low- and middle-income borrowers who may lack
formal income proof or urgent access to credit.

Table S: Influence of Education Level on Factor: "Quick Loan Processing"

Education Level N Mean Rank

Below SSLC 20 61.20

Higher Secondary 34 59.80

Graduate 46 62.10

Postgraduate & Above 20 36.90
Computed Data

Kruskal-Wallis H = 8.925, df =3, p = 0.030

The test result is statistically significant (p = 0.030 < 0.05), indicating that perception
of 'quick loan processing' varies significantly across education levels. Graduates and those with
lower education levels tend to value fast loan disbursement more than postgraduates, who
might prioritize other aspects such as interest rates or financial transparency.
Table 6: Challenges Faced by Borrowers in Availing and Repaying Gold Loans
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Challenges Mean Score Rank
High interest rates 4.42 1
Fear of gold auction during default 4.25 2
Lack of clarity in terms & conditions 4.03 3
Limited grace period for repayment 3.95 4
Pressure from staff during delayed payments 3.80 5
Inadequate awareness about repayment structure 3.64 6
Hidden charges or processing fees 3.50 7
Computed Data

The most critical challenge faced by borrowers is high interest rates (Mean = 4.42),
followed by fear of gold auction in case of repayment default (4.25). Other issues include a
lack of transparency and limited repayment flexibility, which may discourage some borrowers
or cause repayment stress.

Table 7: High Interest Rates as a Challenge by Occupation

Occupation N Mean Rank

Agriculture 20 71.40

Business 40 64.10

Private Employee 28 55.80

Homemaker 18 43.20

Others 14 48.30
Computed Data

Kruskal-Wallis H = 9.426, df = 4, p = 0.051

Although the p-value is slightly above the 0.05 threshold (p = 0.051), it suggests a near-
significant difference in how different occupational groups perceive the burden of high interest
rates. Agricultural workers and small business owners feel this challenge more acutely, likely
due to irregular income and seasonal cash flow.
FINDINGS
0 A balanced gender participation was observed, with 55% male and 45% female
respondents, indicating that gold loan services from NBFCs are availed by both genders fairly
equally.
0 The majority of respondents (31.7%) fall within the 3645 years age group,
highlighting that middle-aged individuals are the primary users of gold loan services.

0 A significant portion of respondents (38.3%) were graduates, suggesting that
educational awareness plays a role in accessing and understanding NBFC services.
0 Business owners (33.3%) and private employees (23.3%) form a major share of gold

loan borrowers, reflecting that loans are often taken for business needs or financial
emergencies.

0 The largest income group using gold loans is ¥10,001-20,000 (33.3%), pointing to the
importance of NBFC loans for lower-middle-income households.
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0 Rural respondents constitute 56.7% of the sample, showing that NBFCs have a crucial
role in rural credit delivery and financial inclusion.
0 A t-test analysis showed that rural borrowers (Mean = 4.25) perceive NBFCs as more

significant in promoting financial inclusion compared to urban borrowers (Mean = 3.88), with
the difference being statistically significant (p = 0.002).

0 The Kruskal-Wallis test revealed significant differences in customer satisfaction across
income groups (p = 0.010), with the ¥10,001-20,000 group showing the highest satisfaction
levels.

O Quick loan processing (Mean = 4.60) and minimal documentation (Mean = 4.45) were
identified as the most influential factors driving customers to prefer NBFCs over traditional
banks.

0 Education level had a significant effect (p = 0.030) on the perception of quick loan
processing, with graduates and lower-educated respondents valuing it more than postgraduates.
0 High interest rates (Mean = 4.42) were reported as the top challenge in availing and
repaying gold loans, followed by the fear of gold auction (Mean = 4.25) and lack of
transparency in loan terms.

0 The perception of "high interest rates" varied by occupation, with agricultural workers
and business owners feeling the burden more than others. Although the difference was
marginally insignificant (p = 0.051), it suggests an occupational influence on loan experience.
SUGGESTIONS

0 NBFCs should consider reducing interest rates or introducing flexible rate slabs based
on income or repayment history to improve affordability.

0 Terms and conditions regarding interest rates, repayment periods, and auction policies
should be clearly explained to all borrowers in their local language.

0 EMI-based repayment plans and grace periods can be introduced to help low-income
and seasonal earners manage repayment more effectively.

0 Mobile apps, SMS alerts, and online loan tracking systems should be developed to
enhance accessibility and borrower convenience.

0 More branches should be opened in rural and remote areas, or mobile service units can
be introduced to reach underserved populations.

0 Processing fees for small-value loans should be waived or reduced to make the service
more affordable for the poor.

0 A dedicated customer support system should be available to address borrower queries
and resolve complaints quickly and fairly.

0 Financial literacy programs should be conducted to educate borrowers about gold loan
terms, repayment obligations, and auction risks.

0 Regular borrowers who repay loans on time should be offered loyalty benefits such as
faster processing and lower interest rates.

0 Regulatory authorities should closely monitor NBFC practices to ensure ethical
lending, fair pricing, and consumer protection.

CONCLUSION

The study clearly establishes that Non-Banking Financial Companies (NBFCs) play a
significant and growing role in enhancing financial inclusion, especially through gold loan
services. Gold loans, being quick, collateral-based, and less documentation-intensive, serve as
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an accessible credit option for economically weaker and underserved sections, particularly in
rural areas. The findings indicate that NBFCs effectively bridge the gap left by traditional
banks, offering timely financial support for business, emergencies, and personal needs.
Customer satisfaction is notably higher among lower-middle-income groups, highlighting the
value NBFCs provide in terms of affordability and convenience. However, challenges such as
high interest rates, lack of transparency, and pressure during repayment were consistently
reported, suggesting the need for reforms in service delivery and communication. The study
also reveals that quick processing, minimal documentation, and flexible policies are major
factors influencing the preference for NBFCs over banks. Overall, NBFCs are vital in
promoting inclusive growth, but to sustain and improve their impact, greater efforts are needed
in affordability, transparency, digital access, and customer awareness. With better regulatory
oversight and service enhancements, NBFCs can become more responsible and customer-
centric pillars of the Indian financial system.
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