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ABSTRACT 
 Since the introduction of the multiple currency system in Zimbabwe in 2009, 

commercial banks have been in a serious liquidity crunch that has seen them struggling to 

meet the high demand for loans that were needed by individuals, institutions and corporations 

to recapitalise. According to the Economic Analysis and Research Unit (ZEPARU) (2011), 

about US$2.5 billion was said to circulating outside the formal banking system in Zimbabwe. 

ZEPARU further argues that 60% of Zimbabwe’s economy was controlled by the informal 

sector which was reluctant to use the formal banking system. This view was supported by 

FBC Holdings CEO when he stated that the money circulating outside the banking system 

was estimated to be US$4 billion. It was against this background that this study sought to 

investigate the strategies that Zimbabwean commercial banks could employ to mobilise such 

savings from the informal sector. The study employed the qualitative research design to 

enable the results to be analysed using statistical packages such as SPSS and EViews4 

respectively. The data used were collected from individuals, corporations and financial 

institutions using questionnaires and interviews. Secondary were generated from Zimbabwe 

Statistics (Zimstats) quarterly reports for the period 2009-2012. The population of the study 

included individuals, corporations and banks. Samples of 100, 50 and 10 respondents were 

selected from individuals, SMEs and banks respectively. The findings of the study were that 

banks could employ a number of strategies to harness savings from the informal sector. The 

strategies included reducing bank charges, increasing interest rates, coming up with new 

products that were suitable for the informal sector, relaxing account opening conditions, 

opening up many branches countrywide and increasing awareness among the potential savers 

of the available products. The study recommends that the government should increase 

confidence in the formal banking sector through sensitising the general public, corporations 

and the banking sector by means of holding regular workshops and seminars with such 

stakeholders. The banks themselves should come up with interest rate strategies and products 

that would attract both individuals and firms to make savings within the formal sector. 
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1.0 INTRODUCTION 

 Since the commencement of the new millennium, the Zimbabwean financial sector 

has been failing to tap home all financial resources entering the economy into the formal 

system for its growth and development. The massive growth and expansion of the 

parallel/black informal financial sector over the years at the expense of the formal sector in 

foreign currency trading, was a serious cause for concern to the whole economy. Savings 

were important for economic growth and development of a nation in areas such as 

technological advancement and increased capacity utilisation, as well as infrastructural 

development. It was argued that savings helped to finance investment which in turn created 

employment in an economy. 

Such a development assisted in improving living standards of the people in a country. The 

Zimbabwe Economic Policy Analysis and Research Unit (ZIPARU,2011) concedes that the 

confidence crises that swept across banks in  Zimbabwe following systematic failures in 2004 

to 2005 had continued to discourage bank deposits from the public and corporations.“The 

banks still had a lot of work to do as it was estimated that about US$2.5 billion was 

circulating outside the formal banking system” (ZEPARU, 2011). It was also argued that 

about 60% of the Zimbabwean economy was controlled by the informal sector that had 

traditionally been reluctant to use the banking system to deposit their savings. Ironically the 

sector approached the financial institutions for loans from time to time to finance its 

operations. 

The expansion and self- sustenance of the parallel market in Zimbabwe to such levels should 

be a cause of concern which the Reserve Bank of Zimbabwe (RBZ), Ministries of Finance 

and Economic Development, and banks should seriously look into and reverse urgently for 

normalising operations of the financial sector. In the 2013 National Budget, the Minister of 

Finance pointed out that “The absence of aggressive strategies to mobilise savings against 

background of limited capital inflows continues to impact on domestic financial liquidity 

constraining the capacity of the banking sector to support the productive sector”.  For 

example, the manufacturing sector’s capacity utilisation went down from 57.2% in 2011 to 

44.9% in 2012 (Confederation of Zimbabwe Industries, (CZI), 2012). Savings in an economy 

were critical for capital accumulation for investment purposes; hence the need for monetary 

authorities to come up with policies or strategies that encouraged voluntary savings or that 

could force people to save for investment purposes. Therefore, according to the Bank of 
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Zambia (2013) it was imperative that banks should devise effective strategies to effectively 

mobilise and channel the public savings to support financing of viable economic activities 

and/or sectors. Hence, developing countries needed to find strategies that could be used to 

increase savings for investment purposes if the economy were to realise sustainable 

development in the near or foreseeable future. Based on both qualitative and quantitative 

data, this article investigated the strategies that Zimbabwean financial sector could employ in 

order to harness all public savings of the informal sector for them to score a market share, as 

well as drive the economy towards attainment of sustainable development together with 

comparative/competitive advantage on the global village. Data used in the study were drawn 

from a sample of 120 respondents using primary data collection methods. The sample drawn 

from banks represented a diverse cross section of people from different socio-economic, 

political and financial divines. 

 

1.1 Statement of the Problem 

 A sound and prospective banking sector was central when it came to generation of 

savings for investment purposes and increased productivity in an economy. However, the 

sector has been failing to harness all financial resources entering the economy since the 

beginning of the 21st century. The massive growth and development of the informal financial 

sector especially in the dollarization era (which was said to account for 60% of the economy) 

was a serious cause for concern to the economy as a whole. Therefore, it was the interest of 

this study to investigate strategies that banks could employ to mobilise savings from the 

informal sector in order to gear the economy towards sustainable development. 

 

1.3 Hypothesis of the study 

The study was centred on the following hypotheses: 

Ho: There are no strategies that banks can employ to mobilise savings from the informal sector. 

   H1:  There are strategies that banks can employ to mobilise savings from the informal sector. 
 
2.0 Literature Review 
 
 Ogunleye (2010) stated that economic inclusion of the unbanked was critical for an 

economy to achieve sustainable economic growth and development. Elser et al (1999) stated 

that “At the level of national economy, high levels of savings increase the amount of national 

resources and decrease the need to resort to foreign indebtedness in order to cover domestic 

investment and consumption demand. Numerous countries with low internal savings rates 
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must borrow from abroad, which results in a debt service burden. This clearly underlines the 

importance of savings mobilisation to sustain economic growth with national financial 

resources”. It was against this background that the study looked at the strategies that had been 

used elsewhere the world over by commercial banks to mobilise deposits. 

Laura et al (1999) examined strategies of savings mobilisation that were used by six different 

institutions from Africa, Asia and Latin America and found out that they all used the 

following strategies to raise deposits from the low income groups: 

1) All institutions used lotteries in which savers holding a specified minimum balance 

participate. In addition to attracting savers by offering prizes, drawings were organized as 

community events and substantially increased social proximity. 

2) Their marketing strategies focused on building confidence through overcoming social and 

cultural barriers, particularly micro clients for example a broad branch network, patronage of 

social events, linkages with authorities and community leaders, sponsoring football matches 

among others. 

3) Savings products were tailor made for the target market for example they had special 

trademarks and product labels that reflect the clients motives for saving. 

4) They all offered competitive interest rates 

5) Low minimum balance requirements for poorer clients and this attracted more deposits. 

The above views were also echoed by USAID in their Rural Agriculture Finance Specialty 

Topic Series when it stated that provision of savings for rural people allowed people to save 

for life events such as emergencies, unexpected opportunities, marriages, deaths and 

smoothening of payments for their consumption needs. Savings provided an important safety 

net for poorer households but, “…. unfortunately due to a dearth in the availability of formal 

financial services, many people in rural areas are forced to resort to the informal sector in 

order to save”. Therefore banks must tailor make some products that addressed the 

requirements of the rural depositors. They needed to come up with accounts such as 

Christmas Fund and School Fees Accounts for people in the informal sector. 

Banks should avoid placing unreasonable and difficult conditions when accessing financial 

services to capture the unbanked (Bank of Zambia, 2012). The view was supported by Laura 

et al (1999) who concluded that the key motives of savers to use deposit facilities were the 

safety and security of their savings, easy and immediate access and a positive real return. 

Even (Davies et al ,2007) concur with the above proposition when they state that, “Within 

financial assets, the preference for liquid assets held mostly in the form of bank deposits is 
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observed to be high in countries with a long history of public confidence in banking, which is 

also influenced by lack of confidence in real estate and capital markets.” Beyond interest 

rates, savings were more responsive to other variables of importance to households. Firstly 

households were typically risk averse and placed great emphasis on security of deposits. 

Household savings depended crucially on the mere availability of efficient deposit facilities 

(Hellmann et al 1997). 

Financial institutions must address these fears of customers in order to convince them to 

bring their savings for banking. The Reserve bank of India (2008) stated that the process of 

banking habit was also enhanced by the establishment of the Deposit Insurance Corporation 

(DIC) in 1962 which offered protection to bank depositors, particularly small account holders 

and this restored faith of savers in the banking system. This strategy could also work well in 

Zimbabwe considering the spate of bank failures during the pre and post dollarization era 

where a lot of depositors lost their hard earned savings. They needed some assurance that 

their deposits were safe and that even if the bank was closed they could still recover their 

moneys. 

Another strategy to mobilise deposits was for banks to expand to unbanked areas like rural 

areas and emerging growth points. According to the Reserve Bank of India (2008), large 

branch expansion by Indian commercial banks, especially in rural and semi urban areas 

following nationalisation of 14 major private sector banks in 1969 had a significant positive 

impact on deposit growth of banks. As a result the share of rural deposits in total deposits 

increased from 3.1% in 1969 to 14.4% by 1984. Increased access to banking facilities helped 

improve the banking penetration. Caskey (2002) proposed that banks should open special 

branch offices that were conveniently located for lower-income households and to mobilise 

savings from the unbanked sectors of the economy. However, Hellman et al (1997) have this 

to say about rural bank expansion, “It may not be profitable for a bank to develop rural 

branches in a comparative banking environment because rural markets are higher cost relative 

to urban ones and because developing a network of rural deposits may require large fixed 

costs before banks may earn returns on their investments”. 

To counter this problem of high costs for rural branches, the Nigeria Deposit Insurance 

Corporation (NDIC) (2012) encouraged the practice of agent banking to serve people who 

live in areas without presence of any bank. A banking agent is a retail outlet contracted by a 

financial institution or mobile operator to process clients transactions (NDIC 2012). 

According to the NDIC ‘s Research , Policy and International Relations Department, agent 
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banking systems are up to three times cheaper to operate than normal bank branches. Their 

Research shows that a branch cashier even when functioning at maximum capacity incurs 

more than 78 cents to fixed costs per transaction, compared to just 11cents for bank agent. In 

Nigeria many banks have already entered into strategic partnerships with telecom companies 

in the mobile money initiative. Mobile money would help mobilise funds fromthe unbanked 

and channel the funds to productive sectors of the economy where the funds were needed, 

(Agbaje, 2012). 

Even Goschen (2012) concurs that mobile money would not only take banking to the 

unbanked, but would also open up a wide range of benefits and add value to the services 

offered to corporate, SMEs and individual users. So the Zimbabwean banking Industry must 

also take advantage of the mobile money transfer systems that were currently sweeping all 

over the country. Acting CEO of the Deposit Protection Corporation (DPC) in Zimbabwe 

added by saying that, “We fully support the banking sector’s financial services to the large 

proportion of an unbanked population in the country through mobile banking in partnership 

with mobile network operators”. 

The Equity Building Society in Kenya also used mobile banking system to serve remote areas 

which operates along thirty to forty kilometre radiuses of current branches with each branch 

serving five to six mobile centres. According to the USAID Rural Agriculture Finance 

Specialty Topic Series, as at end of September,2004, Equity Building Society had grown to 

over thirty four mobile centres with 23 055 clients whose total deposits were approximately 

US$1.1 Million. These figures clearly showed that banks could ignore such a product at their 

own peril. 

Banks could also improve their deposit mobilisation drive by giving attractive and realistic 

interest rates to depositors. The Finance Minister of Zimbabwe, Mr Biti in 2012 urged banks 

to improve on the interest rates they were offering on their deposits. “Interest rates on 

deposits since inception of dollarization have remained low with savings rates averaging zero 

to 5% against lending rates of between 18 to 30%. This undermines efforts of mobilising 

domestic savings and hence constrains the volume of medium to long term resources 

available for lending to industry.” Even Tessema (2011) concurs when he says that, “In most 

countries banks have given incentives in the form of higher interest rates for time deposit 

accounts or for special saving scheme by getting into a special contract, which does not let the 

account holder withdraw until the agreed specified time is fulfilled.” Deposit interest rates 

and volume of savings in a bank had a direct relationship between them. Giving clientele an 
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incentive in the form of interest rates had high impact on accumulation of funding sources 

that could be available for investment in an economy (Haron et al 1997). People who had low 

or middle income highly required continuous and progressive interest incentives from the 

bank to obtain a lump sum of their deposits in future. In most cases poor people have not been 

depositing their income in banks even though more deposits could be mobilised if they faced 

an appropriate financial institution with saving incentives. (CGAP AND GTZ 1998). 

The amount of time spent to undertake simple banking transactions by customers, linked most 

times to technology/unreliable infrastructure, epileptic ATM services, poor power supply 

among others must be addressed. The other issues such as low interest paid on deposits, high 

charges and prohibitive lending rates, and the often very poor bank/ customer relationship 

discourage customers from dealing with banks (NDIC 2012).They also noted the complex 

account opening requirements as a deterrent and the need to make them simple an advantage. 

Further to that the Central Bank of Nigeria (CBN) published what they called flexible account 

opening requirements to further shrink the huge informal sector of the Nigeria’s economy. 

According to the CBN this flexibility would promote and deepen financial inclusion by 

helping to open accounts for low-value and low risk accounts thatwere subject to caps and 

restrictions as the transactions increased. These requirementsincluded the non-face to face 

account opening processes with limits to maximum single deposit transaction and basic 

customer information like name, place and date of birth, gender and address which may be 

provided electronically. There were also low risk accounts for enterprises that could be used 

for enterprises and by the account holders. If some of these initiatives were adopted in 

Zimbabwe surely there was likely to be a significantamount of deposits attracted from the 

informal sector and the rural folk for the formal sector. 

It was also argued that providing financial education to undeveloped society enabled them to 

improve their financial knowledge of saving currently from their daily or monthly incomes 

for future consumption (Ghirman and Kefela 2010). Households had little experience and 

sometimes unfounded scepticism with depositing their money with formal intermediaries. 

There was therefore value in educating households about the potential benefits of saving 

(Hellmann et al 1997). Even the informal traders needed to be educated on the importance of 

using the banks for their transactions and proper accounting practices for the daily, weekly 

and/or monthly business takings. 
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3.0 Methodology 

The methodology used in the study on investigating strategies banks could use to mobilise 

savings from the informal sector is as outlined below. 

3.1 Research Design 

A research design is a structure of the research study which enables the researcher to come up 

with answers to problems. The study employed the qualitative research design mainly 

because of the nature of the data that were generated which were biased towards opinions and 

feelings. The descriptive survey was use to collect the qualitative data for the study as it was 

quick and facilitated the collection of large amounts of data within a short period of time. The 

data were analysed using SPSS. 

3.2 Population 

A population is the entire group of objects of a particular type under study ( Mudimu and 

Muchengetwa, 2002). The population of this study comprised financial institutions, bank 

customers and informal sector business people. From this population of interest, samples of 

50 elements from the banking fraternity, 30 from bank customers and 40 people from the 

informal/parallel financial sector were drawn. A sample is a subset of the population of 

concern under investigation. Simple random sampling was used to select elements from the 

general public and the informal sector.  On the other hand convenience sampling was used to 

select financial institutions to be included in the sample. 

3.3 Research Instruments 

Questionnaires and interviews were used to collect data from respondents. Questionnaires 

were used because they could be used to collect data which could be quantified. 

4.0 Results and Discussion 

The objective of the study was to investigate strategies that financial institutions can employ 

to mobilise savings from the informal sector. Savings were important in any economy as they 

were used to finance investment. The mobilising of savings was particularly important to 

Zimbabwe for it to fund investment which was much needed to resuscitate the economy after 

the 2007-08 economic meltdowns. 

4.1. Low Interest Rates 

 The study established that interest rates obtaining on the market were too low to 

attract savings from the informal sector. Between 2009 and 2010 Zimbabwean commercial 

bank interest rates ranged from 0.05% to 5% pa. The experience of the high rates of interest 

which were earned in the financial crisis period gave savers the impression that interest rates 
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were low although the real interest rates that might have been earned were high. 

4.2 The Demand for Loans 

The study found out that demand for loans was higher than the supply of such funds on the 

market. Banks were mostly giving short-term loans mainly because they were receiving 

short-term deposits. As such they were unable to give long-term loans based on short-term 

deposits. 

4.3. High Bank Charges 

The study also revealed that bank charges were very so high that they discouraged savings 

and deposit mobilisation by banks from the general public. The high bank charges reduced 

the interest rates which were being earned and hence discouraged the informal sector from 

saving with banks. 

4.4. Lack of Public Confidence in the Financial Sector 

The study also established that there level of confidence in Zimbabwe’s financial system was 

still very low. There was uncertainty on the impact of the Zimbabwean dollar on the savings 

return if it were to be reintroduced on the market. Savings were reduced to zero balances 

when the economy was dollarized in 2009. 

4.5. Account Opening Requirements 

The majority of respondents argued that account opening requirements for financial intuitions 

were stringent.  For example, a payslip requirement did not favour those who were not 

formally employed. 

4.6. Infrastructure 

The study further revealed that there was lack of infrastructure in rural areas which could 

enable financial institutions to mobilise savings from these areas. Expenses to be borne by the 

rural savers to travel to distant branches in towns and growth points to make deposits were 
prohibitive given the high bank charges and low interest rates which were being offered by banks. 

4.7. Provision of Information 

 Another important finding of the study was that there was lack of information on products 

offered by banks. The rural people in particular were staved of information from financial 

institutions concerning their products and their advantages to the general public. 

4.8. Suitable Financial Products 

The study established that financial institutions lacked financial products which catered for 

different groups of people in society. Products suited to the rural communities were lacking 

and hence this was a deterrent to such people saving with the formal sector as expected. 
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5.0 Conclusions and Recommendations 

The study concluded that financial intuitions in Zimbabwe were not able to meet the demand 

for loans. They were unable to give long term loans because of the transitory nature of their 

deposits. The current study also established that the informal sector businesses were reluctant 

to deposit their money with financial institutions because interest rates were very low and 

discouraging. This study therefore recommends that financial institutions should increase 

deposit rates in order to attract savings from the informal sector. The interest rates offered 

should enable savers to earn positive real interest rates and discourage growth and 

development of the informal/parallel financial sector. 

The study also concluded that bank charges were so high that they deterred the informal 

sector from depositing their moneys with financial intuitions. Low deposit rates coupled with 

high bank charges made it pointless to save. The study therefore recommends that banks 

should reduce their bank charges as a strategy of attracting savings from the informal sector. 

It also cropped up in the study that lack of confidence in the financial system prevented the 

informal sector from depositing moneys with financial institutions. The depositors lost to the 

last cent the amount that had been in bank accounts when the economy dollarized after the 

economic meltdown of 2007-08. The animosity of what would happen if the Zimbabwean 

dollar was to return to the market created uncertainty which deterred savers in Zimbabwe. 

The study recommends that the financial sector should create confidence within the investors 

if it were to grow and develop towards sustainable development. There was need to counter 

negative publicity in order to build confidence in the financial sector. 

It also came to light that financial institutions were not rigorously coming up with strategies 

to attract savings from people living in rural areas. There was need for the financial sector to 

come up with banking products and services that attracted savings from the rural 

communities. Rural communities had cooperative and burial societies had a lot of association 

funds that could be tapped into the formal sector and increase capital formation for 

investment purposes. Banking products that had the capacity to tap these savings which did 

not enter into the formal financial system needed to be introduced. A few financial 

institutions reported that they had branches at growth points to cater for rural communities. 

Mobile banking was also not being given much attention in Zimbabwe of late. The study 

recommends that more branches be opened at growth points to attract savings from rural 

communities. There was also need to have mobile banking services in rural areas. 
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