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Abstract 
The access to finance for the low-income households is severely constrained by the operational and institutional 
factors of mainstream finance institutions such as banks and large housing finance companies (HFCs) in India. 
These factors have greater effect on the access of unbanked population to housing finance as it includes large 
amount of money for a longer tenure thereby increasing the risk associated with the credit. The institutions engaged 
into dealing with such credit risk face the challenge of information asymmetry which is tackled by these institutions 
at various levels during the credit underwriting of a particular application. The first level of this screening and 
underwriting process involves interaction of the field employees of the institutions who act as first level loan officer 
for an application. The role of first level loan officer gets easier while screening the application of high-income and 
middle-income borrowers, as these customers possesses the required documents. But, in the case of the low-income 
households engaged in informal sector, they don’t possess the required documents and have volatile incomes, as a 
result, the credit assessment becomes challenging. The role of the first level loan officers becomes imperative in 
these types of cases where the applicants do not fit the regular documentation criterion. In this study, we attempt to 
investigate the attitudes of the loan Officers of select Affordable HFCs (AHFCs) towards the low-income household 
customers. The study presents a descriptive analysis of attitudes of the loan officers belonging to select AHFCs in 
the Nagpur region in Maharashtra. The results of the study indicate that the loan officers carry a positive attitude 
towards poverty. The result can be seen as a contribution towards research in the area of investigating attitudinal 
constraints and its effects on the poor.  
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Introduction  
The concept of access to finance is operationalized on the basis of dimensions of financial inclusion and financial 
exclusion. As per World Bank, financial inclusion is defined as a condition wherein the individuals and businesses 
have access to useful and affordable financial products and services that meet their needs – transactions, payments, 
savings, credit and insurance – delivered in a responsible and sustainable way [1]. There is no universally accepted 
definition for measurement of financial inclusion which makes it difficult to measure. Hence, in order to measure 
access to finance, the financial exclusion dimension is measured which has been defined in literature and has a 
widespread use. Financial exclusion is defined as “those processes that serve to prevent certain social groups and 
individuals from gaining access to the financial system” [2]. The other definitions of financial exclusion attempt at 
narrowing the applicability of the concept, Meadows et al. (2004) defines it as “the potential difficulties faced by 
some segments of population in accessing mainstream financial services such as bank accounts/home insurance” [3]. 
Rogaly (1999) defines financial exclusion as “exclusion from particular sources of credit and other financial services 
including insurance, bill-payment services and accessible and appropriate deposit accounts” [4]. While studying the 
concept of financial exclusion, two studies by Dymski (2005) and Carbo et al. (2007) respectively have found that 
the financial institutional structure has led to the financial exclusion of poorer sections of the society in the context 
of European countries [5] [6]. In Indian context, the financial inclusion is defined as by Dev (2006) as “delivery of 
banking services at an afford-able cost to the vast sections of disadvantaged and low-income group” [7]. Pal & Pal 
studied the income-related inequality in financial inclusion in India within the framework of role of banks. The 
paper concluded that even though the financial exclusion problem is present across all the households, the poor 
households are at a greater risk of getting excluded [8].  
In the backdrop of above literature around the issue of access to finance, the status of unbanked population (without 
an account at a financial institution or through a mobile money provider) in the world can be seen as a leading 
indicator of financial exclusion. As per the Global Findex Database 2017 report by World Bank Group, 1.7 billion 
adults remain unbanked and almost all of these belong to developing countries. The report also states that nearly half 
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of the unbanked population live in just seven developing economies: Bangladesh, China, India, Indonesia, Mexico, 
Nigeria, and Pakistan wherein the majority of unbanked people belong to poorer section of the society [9].  
The financial markets in developing economies face challenge of information asymmetry1 which gives rise to 
problems with adverse selection and moral hazard and consequently problems with screening, monitoring and 
enforcement with respect lending to the clients. This challenge of asymmetric information is intensified in the case 
of lower income households as they often lack formal forms of collateral, such as land or property, thereby 
increasing the transaction cost, and hence get excluded from formal financial institutions [10]. The UN-Habitat 
(2008) report has stated six reasons for exclusion of poor from formal financial institutions. The poor are excluded 
because they (formal financial institution) (1) require to have bank accounts with minimum deposits, discourage 
small, regular deposits from poor clients; (2) charge high fees; (3) financial institutions are located outside the areas 
where the poor live and increase the travel cost for the poor to access such services; (4) the poor do not have formal 
legal titles to provide collateral security as required by formal financial institutions; (5) the poor do not have 
capacity to make monthly repayment over a long period; (6) the poor often do not have formal employment. 
Therefore the formal financial institutions fail to provide financial services to the low-income sector [11]. Given the 
premise that the poor and low-income borrowers face constraints leading to their exclusion from accessing formal 
finance, we propose to investigate this financial exclusion in case of housing finance.  
 
Background of the Study 
There are different definitions of housing finance given by different scholars, out of them, one simplistic definition 
is given by King (2009) “housing finance is what allows for the production and consumption of housing. It refers to 
the money we use to build and maintain the nation’s housing stock. But it also refers to the money we need to pay 
for it, in the form of rents, mortgage loans and repayments” [12]. In India, the housing finance includes primary 
lending institutions viz. Scheduled Commercial Banks (SCBs), Housing Finance Companies (HFCs), Apex 
Cooperative Housing Federations (ACHFs), and other Non-banking Finance Companies, Microfinance Institutions 
(MFIs). The market is dominated by SCBs (60 %) and HFCs (39.5 %) while the rest of the players contribute less 
than 0.5 % of the market share [13]. The National Housing Bank (NHB) is the apex institution for regulating and 
controlling the HFCs in India. The yearly reports on the progress of housing finance sector by NHB has documented 
a sizeable growth in the housing finance market measured in terms of total housing loan outstanding which stood at 
INR 10.63 trillion (US$ 147 billion) as on March 2016. But, over a period of time the total housing loan portfolio 
has experienced a shift towards higher ticket slab which means the lending institutions are giving out less lower 
ticket size (affordable housing) loans (less than INR 1.5 million i.e. US4 20838) and the market activity in the lower 
ticket size is considerably reduced [13]. This has created a demand-supply gap in housing finance market in the 
affordable housing space (less than INR 1.5 million i.e. US$ 20838). This gap is being targeted by new entrants 
which are also referred as Affordable Housing Finance Companies (AHFCs) which are nothing but HFCs but with 
loan size less than INR 50 billion (US$ 0.69 billion) and specific focus on affordable housing loans and lower 
income segment borrowers [14]. 
The AHFCs in India targets particularly low-income segment in India which is seen as a high risk segment by SCBs 
and HFCs. A study by FSG India has documented that the AHFCs have been successful in meeting demand of 
informal sector low income customers by growing to an exceptional level [from INR 10 billion (US$ 148 million) in 
March 2013 to INR 270 billion (US$ 4 billion) in December 2017] with their innovative field-based, detailed credit 
assessment and verification process [15]. The study concludes that the AHFCs have been instrumental in enabling 
the access to housing finance with the use of innovative field based credit assessment and reorienting focus of their 
business towards lower income group segment households in India.  
 
Results and Discussion 
The Reserve Bank of India identified the supply and demand side challenges faced in the context of financial 
inclusion especially in the case of the poor borrowers. On the supply side i.e. from the side of financial institutions, 
one of the identified factors is the attitude of the staff [16]. Even in the case of AHFCs, the frontline credit officers 
come across the low income borrowers on a daily basis and perform the job of initial screening of the applicants. In 
this case the attitude of the staff of the AHFCs comes into the picture while dealing with the potential customers 
belonging to lower income segment. In India, the lower income segment is constitutes of a large population and 

                                                
1 There are two main problems described in the literature for information asymmetry: adverse selection and moral risk. The first involves the 
creditor’s lack of knowledge in relation to type of borrower, that is, the lender does not know how risk inclined is the borrower, how honest, how 
responsible, etc. On the other hand, moral risk involves the lender’s lack of information regarding the type of action the borrower can have. In 
this particular case, in relation to what the borrower will do with the loan, what type of investment he/she will choose. 
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comprises of 206 million households (85.8 % of total population) with annual income less than INR 0.3 million 
(US$ 4167) [17]. The outreach of the HFCs and SCBs gets constrained as a result of lack of incentive and high risk 
of lending towards this segment. In Indian context, Jones et al undertook a study to analyse attitudes and behaviour 
of rural bank managers in Madhya Pradesh, and found that perception of risk reduces their lending to low income 
clients: “a number of managers indicated that their own worries about risk and repayment negatively impact their 
lending to the poor” [18].  
We propose to study the attitude of loan officers in AHFCs in central Maharashtra region in India. There are 71 
HFCs in India, out of which 55 are identified as AHFCs which cater specifically to lower income segment. 
Maharashtra is leading in the affordable housing sector constituting 50% of the portfolio in the affordable housing 
segment, and the top three states (Gujarat and Rajasthan, apart from Maharashtra) comprising 64 per cent of the total 
lending in the affordable segment. In Nagpur region, 8 AHFCs have their presence either with a direct office or 
operating through a franchise. We contacted 8 AHFCs out of which four AHFCs responded positively for allowing 
us to administer the survey amongst their loan officers. We identified 35 respondents from four AHFCs and sent out 
the questionnaire to all of them, out of which we got 20 responses. 
The attitudinal questions are about subjective psychological state including evaluative component and are not 
verifiable by external observation and records. In a broader sense, the definition of attitude is given as “a 
psychological tendency that is expressed by evaluating a particular entity with some degree of favour or disfavour” 
[19]. In order to measure the attitude towards poverty, Atherton et al. (1993) provided a 37-item Likert-type scale 
that assesses attitude toward poverty and poor people [20]. We make use of a short form of this Attitude Towards 
Poverty and Poor (ATP) scale containing 21-item Likert-type scale developed by Yun and Weaver (2010) to 
measure the attitude of loan officers towards lo income customers in selected geographical region [21]. The 21-item 
ATP scale utilizes items that load across three factors: personal deficiency, stigma, and structural perspective. The 
three factors are intended to measure a range of diverse attitudes toward poverty and poor people: personal 
deficiency (7 items. e.g., “Poor people are dishonest”); stigma (8 items. e.g. “Children raised on welfare will never 
amount to anything”); and structural perspective (6 items. e.g., “I would support a program that resulted in higher 
taxes to support social programs for poor people”). Individual responses are indicative of the degree to which 
respondents’ attitudes favour personal or structural perspectives or support stigmatization of poor. Respondents 
express agreement or disagreement with each statement by using a five point Likert-type scale: SA = strongly agree 
(1), A = agree (2), N = neutral (3), D = disagree (4), SD = strongly disagree (5). Scoring of the scale is such that the 
higher the score, the more favourable the respondents’ attitude toward the poor [21]. Demographic data collected 
included gender, age, marital status, number of children (if married), number of dependents, years of work 
experience, and annual income. The total number of female respondents was 3 (15%) and number of male 
respondents was 17 (75%). The respondents reported ages ranged from 26 to 42, with a mean of 32 for the overall 
sample. The respondents reported work experience ranged from 1 to 10 years, with a mean of 5.46 years for the 
overall sample. The respondents reported number of dependents ranged from 1 to 5, with a mean of number of 
dependents as 2.2 for the overall sample. 
The overall ATP scale measures poverty attitudes that produce a score from 21 to 10. The higher scores represent a 
more positive attitude toward poor and lower scores representing lower attitude toward poor. The overall mean score 
on the survey for the respondents were 72.15 and the standard deviation was 3.392. The item that received the 
highest level of agreement from respondents was item 12, “An able bodied person using welfare is ripping off the 
system” (M=4.60) (SD=0.503). The item that received the second highest agreement from respondents was item 1 
“poor people are different from the rest of the society” (M= 4.10) (SD=.553). Both of these items reflected “very 
positive” attitudes toward poverty. The item with the lowest level of agreement was item 17, “I would support a 
program that resulted in higher taxes to support social programs for poor people” (M=2.85) (SD=0.587). This item 
reflects a negative attitudes toward poverty score, reverse scoring means this is a “disagree” on the interpretive score 
(items 16-21 were reverse scored). Overall, the responses to items fell within the “positive range” or strongly 
disagree of the interpretive scale which indicated positive attitudes of poverty. 
 
Conclusion 
The purpose of this research study was to explore the attitudes and beliefs that the loan officers of AHFCs hold 
towards poverty and individuals living in poverty. Attitude towards poverty (ATP) scale developed by Yun and 
Weaver (2010) was used to investigate into the topic, a significant finding indicated that loan officers held positive 
attitude towards poor. This result can be considered as a positive indicator which shows that the loan officers have 
an empathetic attitude towards poor which is an enabler within the context of financial inclusion paradigm. 
However, the replication of the ATP scale in Indian context may report incorrect results as the questions of the ATP 
scale are designed in the context of the welfare state of developed nations. A detailed study with a larger sample 
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suitable for Indian context can be undertaken to investigate the attitudinal phenomenon amongst loan officers with 
respect to poor customers. This may throw up some conclusions which may be used for developing a training 
manual dedicated towards addressing the financial exclusion challenge for India.  
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