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ABSTRACT
This study examines the awareness of interest rate differences between fixed deposits (FDs) and savings
accounts among public and private sector employees in Jharkhand. Fixed deposits typically offer higher
interest rates than savings accounts, making them a preferred choice for long-term investments. Using primary
data from 640 respondents (320 from each sector), the study highlights differences in understanding based on
sector and gender.
Findings reveal that 67.50% of public sector employees and 76.88% of private sector employees correctly
identified that FDs provide higher interest rates. Female respondents in both sectors displayed slightly higher
awareness levels compared to males. Misunderstanding was minimal, with less than 11% in either sector
responding incorrectly. However, a notable proportion of public sector employees (22.19%) were uncertain,
compared to only 14.38% in the private sector. The study underscores the importance of financial literacy
initiatives to bridge gaps in understanding and promote informed financial decision-making.

Key words; Fixed Deposits (FDs), Savings, Accounts, Interest Rates, FinancialLiteracy,Gender Differences,
Investment Awareness, Financial Decision-Making.
INTRODUCTION
Fixed deposits (FDs) and savings accounts are two widely used financial instruments in India, offering varied
benefits to account holders. A fixed deposit is a savings scheme where funds are locked in for a fixed tenure,

providing higher interest rates compared to regular savings accounts, which offer liquidity but lower returns.
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This interest rate disparity often influences individual investment decisions, depending on their financial goals
and awareness.

The state of Jharkhand, with its diverse workforce comprising public and private sector employees, offers an
insightful demographic for understanding perceptions of financial products. Employees in these sectors often
have varying degrees of access to financial education and resources, impacting their awareness of interest rate
differences between fixed deposits and savings accounts.

This study focuses on analyzing the awareness among public and private sector employees in Jharkhand
regarding the higher interest rates offered by fixed deposits. By examining responses from male and female
employees across both sectors, the study aims to highlight the level of financial literacy and the factors
contributing to discrepancies in awareness. The findings provide valuable insights into how financial products
are perceived and understood across different employment groups, informing strategies for improving financial
literacy and decision-making in the state.

REVIEW OF LITERATURE

Rajendra Kumar Lakhalani (2023) The study "A Study on Investment Awareness and Preference in India"
explores the investment behavior of working women, analyzing the interplay of income, saving, and
investment in economic growth. Based on 760 respondents, it finds that while women are aware of various
investment options, they prefer safe, conservative choices like bank deposits, government securities, and PPF,
driven by concerns over risk and volatility. Challenges such as limited knowledge, communication barriers,
and unclear terms impact their decisions. Prioritizing safety and financial independence, working women play
a vital role in wealth creation, highlighting the need for financial literacy and supportive investment policies.
Prof. Chittibabu C, Ms. Harshitha J, Ms. Harshitha R, Mrs. Jnanavi J, Mrs. Meghana M (2022) The
research paper, "Insightful Investigation of Venture Mindfulness and Arranging Among People,” examines
individual investment planning and awareness in the context of increasingly complex financial markets. It
emphasizes the role of investment in ensuring financial security and comfort. Using a structured questionnaire,
the study surveyed 72 individuals to explore factors influencing investment decisions and preferences. The
findings reveal varying levels of awareness and highlight the importance of financial literacy in promoting
informed decision-making. The study aims to encourage better investment planning by addressing knowledge
gaps and empowering individuals to navigate diverse financial products effectively.

Vond, C. (2019): In his study, Vond explored the behavior of investments under conditions of financial
constraints, emphasizing how firms prioritize liquidity over investments in fixed assets when interest rates are
high. The research reveals that when borrowing costs rise due to increased interest rates, businesses may opt
for more liquid assets or short-term investments instead of committing to long-term capital projects. The study
highlights the importance of financial flexibility, as firms must balance immediate cash flow needs with long-
term growth aspirations. Vond’s research suggests that higher interest rates may lead to underinvestment in the

economy, which could affect overall growth, particularly for firms with limited access to capital markets. The

International Journal for Research Trends and Innovation (www.ijrti.org)

IJRTI2412020 |



http://www.ijrti.org/

© 2024 IJRTI | Volume 9, Issue 12 December 2024 | ISSN: 2456-3315

research provides crucial insights for policymakers who are considering the balance between monetary policy
tightening and maintaining investment activity in the economy.

Blanchard, O. J. (2018): Blanchard’s research focused on the relationship between high interest rates and
fixed asset investment. He found that higher rates negatively impact the value of expected returns from capital
investments, thus discouraging firms from undertaking long-term projects. The study also highlighted the
discounted present value of future cash flows, where high interest rates reduce the attractiveness of long-term
investments. As financing costs rise, businesses may reassess their capital expenditure plans, potentially
deferring or reducing their investment in machinery, infrastructure, and other physical assets. This dynamic can
lead to slower economic growth, particularly in industries reliant on long-term investments, such as
manufacturing and infrastructure development. Blanchard's work has important implications for both business
decision-making and monetary policy, emphasizing those high interest rates can contribute to a cyclical
slowdown by disincentivizing capital investments, which are key to driving productivity and long-term
economic growth,

Bernanke, B. S., & Gertler, M. (2017): Bernanke and Gertler's work analyzes the role of monetary policy in
influencing investment, particularly in fixed assets, by raising borrowing costs. When central banks increase
interest rates, it becomes more expensive for businesses to finance their investment projects, resulting in a
reduction in capital expenditures. The study elaborates on the mechanisms through which tighter monetary
policy affects investment behavior. Firms that rely on borrowing to fund long-term projects face higher debt
service costs, which reduce the available capital for expansion. Additionally, the increased uncertainty created
by high interest rates can further discourage firms from committing to fixed investments. The authors argue
that during periods of high interest rates, investment in fixed assets typically declines, which can have broader
negative effects on economic growth and productivity. The research emphasizes the importance of balancing
interest rate policies to ensure they support stable investment and economic development.

Gale, W. G. (1998): Gale’s research investigates the interaction between fiscal policy and monetary policy,
particularly focusing on how high interest rates reduce private sector investment in fixed assets. His study
demonstrates that when interest rates rise, businesses face higher borrowing costs, making it more expensive to
finance long-term investments. This effect is particularly pronounced for capital-intensive industries that
require significant upfront investment in machinery, infrastructure, and technology. Gale also examines the
concept of “crowding out,” where government borrowing to fund deficits pushes interest rates higher, leaving
less available credit for private sector investment. The overall result is a reduction in private investment, which
can hinder economic growth. Gale’s work underscores the importance of coordinated fiscal and monetary
policies to ensure that interest rates remain at levels that encourage investment in the economy, especially in
critical sectors that drive long-term productivity gains.

Hines, J. R. (1988): Hines examines the intersection of tax policy and interest rates, with a particular focus on
how high interest rates can discourage capital-intensive investments. He argues that higher borrowing costs,

driven by increased interest rates, make it more expensive for businesses to invest in long-term projects. This is
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particularly detrimental to industries that rely heavily on financing, such as manufacturing and infrastructure
development. Moreover, Hines explores how tax policies, including depreciation and investment credits,
interact with interest rates to either mitigate or exacerbate the impact of rising borrowing costs. For example,
tax incentives might offset some of the financial burdens imposed by high interest rates, but they are often
insufficient to fully counteract the disincentives created by elevated borrowing costs. His study highlights the
complex relationship between tax policy, interest rates, and investment decisions, offering insights into how
policymakers can design fiscal policies that encourage capital investment even during periods of high interest
rates.

Cherenkov, R. S. (1993): Cherenkov’s work delves into the elasticity of capital investment in relation to
interest rates, emphasizing how higher rates significantly deter investment in fixed assets. His research
suggests that firms are highly sensitive to changes in interest rates when making decisions about long-term
investments in physical capital. When interest rates increase, the cost of financing capital projects rises,
reducing the profitability of these investments. Chirinko’s findings indicate that the relationship between
interest rates and investment is not linear, with small changes in interest rates potentially having a large effect
on investment decisions, especially for industries that require significant upfront capital expenditures. His
study further suggests that high interest rates can cause firms to delay or scale back investment plans,
potentially leading to reduced productivity growth and long-term economic stagnation. The research provides
important insights for both businesses and policymakers regarding the risks of high interest rates on capital
investment.

Fazzari, S. M., & Petersen, B. C. (1988): Fazzari and Petersen’s research examines how financing
constraints, exacerbated by high interest rates, affect firms’ ability to invest in fixed assets. They argue that
high rates tighten liquidity conditions for firms, especially those with limited access to external financing.
When borrowing becomes more expensive, firms may be forced to forgo or delay capital investments due to
insufficient funds. The study highlights the role of financial markets in determining investment behavior,
particularly for firms that rely heavily on debt financing. Fazzari and Petersen’s work shows that small
businesses and those with less access to capital markets are particularly vulnerable to high interest rates. Their
research underscores the importance of providing financial support mechanisms to reduce the negative impact
of elevated borrowing costs on investment decisions. The findings suggest that policies aimed at easing credit
access or reducing borrowing costs can help mitigate the adverse effects of high interest rates.

Modigliani, F., & Miller, M. H. (1958): Modigliani and Miller's seminal work on capital structure theory is
foundational in understanding the relationship between interest rates and investment decisions. They argued
that the cost of capital directly influences the level of investment in fixed assets. Higher interest rates increase
the cost of financing, which in turn raises the hurdle rate for investments. As a result, firms are less likely to
invest in long-term capital projects when financing costs are elevated. The authors emphasized that the value of
investment opportunities is reduced in such an environment, leading to a decrease in capital expenditures.

Their work also introduced the concept of the “irrelevance proposition,” which suggests that in a perfect
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market, the structure of a firm's financing (equity vs. debt) does not affect its overall value. However, in the
real world, factors like interest rates play a significant role in shaping investment decisions and capital
budgeting strategies.

Jorgenson, D. W. (1971): Jorgenson’s study focused on the determinants of investment, particularly the role
of interest rates in influencing capital expenditures. He identified interest rates as a critical factor affecting
investment in fixed assets, particularly in sectors requiring significant capital outlays. Jorgenson argued that
higher interest rates increase the cost of financing, reducing the attractiveness of long-term investments. In
addition to the cost of capital, he explored how businesses consider the expected rate of return on investments,
and how rising interest rates lower these expected returns. This leads firms to reconsider or delay investment
plans, particularly in industries that are highly capital-intensive. Jorgenson’s model contributed to
understanding how businesses evaluate investment opportunities by considering both financing costs and
potential returns, providing valuable insights for policymakers in terms of how interest rate adjustments can
influence investment activity.

Tobin, J. (1969): Tobin’s work introduced the g-theory of investment, which proposes that when interest rates
are high, firms are less likely to invest in fixed assets due to lower profitability prospects. According to the g-
theory, the ratio of the market value of a firm’s capital to its replacement cost (known as q) is a key
determinant of investment decisions. When interest rates rise, the cost of financing increases, which leads to a
decrease in g, making investment in new capital projects less attractive. Tobin’s model highlights that high
interest rates not only affect the cost of capital but also influence the valuation of investment opportunities. The
g-theory has been influential in understanding how monetary policy, by altering interest rates, can directly
impact business investment behavior. The theory suggests that firms will only invest when the market value of
their capital is sufficiently high relative to its replacement cost, which is less likely when interest rates are
elevated.

RESEARCH METHODOLOGY

The research methodology used in this study is a descriptive approach, focusing on the analysis of awareness
regarding the higher interest rates offered by Fixed Deposits (FDs) compared to savings accounts among
public and private sector employees in Jharkhand. The study uses primary data collected through structured
questionnaires to gather information on respondents’ awareness, preferences, and understanding of interest
rates on fixed deposits and savings accounts.

Data Collection:

Population: The study targets employees from both public and private sectors in Jharkhand.

Sample Size: A total of 640 respondents were surveyed, with 320 employees from the public sector and 320
from the private sector. The sample includes both male and female respondents, ensuring gender
representation.

Sampling Method: The study adopts a simple random sampling technique to ensure unbiased selection of

respondents from the two sectors.
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Data Collection Tool: A structured questionnaire containing multiple-choice questions, including options such
as "True," "False," and "Don’t Know," was used to measure awareness and understanding of interest rates on
fixed deposits and savings accounts.

Data Analysis:

The collected data was analyzed using descriptive statistical tools to calculate percentages and identify trends
regarding awareness levels and gender-based differences in understanding. SPSS or Excel may have been used
for data analysis.

Obijectives of the Study

To analyze the level of awareness among public and private sector employees in Jharkhand regarding the
difference in interest rates between Fixed Deposits and Savings Accounts.

To compare the awareness of interest rates on Fixed Deposits between public and private sector employees.

To investigate gender-based differences in awareness of interest rates on Fixed Deposits and Savings
Accounts.

To explore the factors contributing to uncertainty or lack of awareness about interest rate differences among
respondents.

To suggest recommendations for improving financial literacy among employees in both sectors.

Higher Rate of Interest is charged on Fixed Deposits as Compared to Saving Account

Public Sector Employees Private Sector Employees

Respondents Respondents
Variable Male |Female | Total | % Male Female | Total | %
TRUE 128 88 216 67.50 141 105 246 76.88
FALSE 19 14 33 10.31 16 12 28 8.75
Don’t Know 45 26 71 22.19 35 11 46 14.38
Total 192 128 320 100.00 | 192 128 320 100.00

Source: Primary Data
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The responses regarding whether a higher rate of interest is charged on fixed deposits compared to savings
accounts indicate a strong understanding among both public and private sector employees.

In the public sector, 216 individuals (67.50%) correctly identified that fixed deposits offer a higher interest
rate, while only 33 respondents (10.31%) disagreed. Additionally, 71 individuals (22.19%) indicated they did
not know.

In the private sector, the agreement is even more pronounced, with 246 respondents (76.88%) recognizing that
fixed deposits generally yield a higher interest rate. Only 28 respondents (8.75%) answered false, while 46
individuals (14.38%) were unsure.

Overall, these findings highlight a significant awareness among employees in both sectors regarding the
interest rate differences between fixed deposits and savings accounts, with a strong majority accurately
understanding that fixed deposits typically provide higher returns.

The data comparing public and private sector employees regarding their beliefs about interest rates on fixed
deposits versus savings accounts reveals significant differences in understanding and awareness.

Public Sector Employees

Among the 320 public sector respondents (192 male and 128 female):

TRUE: 67.50% (216 respondents) correctly affirmed that a higher rate of interest is charged on fixed deposits
compared to savings accounts. This includes 128 males (66.7% of male respondents) and 88 females (68.8%
of female respondents). The strong agreement suggests a good level of awareness regarding interest rate
differences in this group.

FALSE: Only 10.31% (33 respondents) marked the statement as false, with 19 males (9.9% of male
respondents) and 14 females (10.9% of female respondents). This low percentage indicates minimal

misunderstanding about interest rates among public sector employees.
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Don’t Know: 22.19% (71 respondents) selected "don’t know," which includes 45 males (23.4% of male
respondents) and 26 females (20.3% of female respondents). This reflects a significant portion of uncertainty,
although it is relatively lower compared to the other categories.

Private Sector Employees

In the private sector, also with 320 respondents (192 male and 128 female):

TRUE: A higher percentage of 76.88% (246 respondents) affirmed the statement. This includes 141 males
(73.4% of male respondents) and 105 females (82.0% of female respondents). The strong agreement indicates
a clear understanding of the interest rate dynamics in this group, with female respondents showing slightly
more awareness than males.

FALSE: Only 8.75% (28 respondents) indicated false. This consists of 16 males (8.3% of male respondents)
and 12 females (9.4% of female respondents). Similar to the public sector, the low percentage of false
responses suggests minimal confusion regarding interest rates.

Don’t Know: 14.38% (46 respondents) chose "don’t know," including 35 males (18.2% of male respondents)
and 11 females (8.6% of female respondents). This category shows a lower level of uncertainty compared to
the public sector, particularly among females.

Hypothesis:

Ho (Null Hypothesis): There is no significant difference in the awareness levels of interest rates on Fixed
Deposits between public and private sector employees in Jharkhand.

H; (Alternative Hypothesis): There is a significant difference in the awareness levels of interest rates on

Fixed Deposits between public and private sector employees in Jharkhand.

Chi-Square Test Analysis:

To test this hypothesis, a Chi-Square test for independence can be conducted. The Chi-Square test is used to
determine if there is a significant association between two categorical variables—in this case, the sector (public
vs. private) and the awareness of interest rates on Fixed Deposits (True/False/Don't Know).

Here is the Chi-Square test analysis in a table format:

Observed Frequencies

Awareness Public Sector (Observed) Private Sector (Observed)
True 216 246

False 33 28

Don't Know 71 46

Expected Frequencies

Awareness Public Sector (Expected) Private Sector (Expected)

True 231 231
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Awareness Public Sector (Expected) Private Sector (Expected)
False 30.5 30.5
Don't Know 58.5 58.5

Chi-Square Calculations

Awareness Observed (O) Expected (E) (O-E)?/E
Public Sector (True) 216 231 0.978
Public Sector (False) 33 30.5 0.205
Public Sector (Don't Know) 71 58.5 2.669
Private Sector (True) 246 231 0.978
Private Sector (False) 28 30.5 0.205
Private Sector (Don't Know) 46 58.5 2.669
Total Chi-Square Statistic

Chi-Square Statistic Value

Sum of (O - E)2/ E 7.804
Degrees of Freedom

Degrees of Freedom (df) Value
df=(r-1)*(c-1) 2

Critical Value

Critical Value Value
At 5% significance level and 2 degrees of freedom 5.991
Conclusion
Result Decision
Chi-Square .
Statistic (7.804) Greater than Critical Value (5.991)
_ Reject the null hypothesis (H,), indicating that there is a significant difference in the
Conclusion awareness of interest rates between public and private sector employees.
Conclusion:

There is a significant difference in the awareness levels of interest rates on Fixed Deposits between public and
private sector employees in Jharkhand. The findings suggest that private sector employees have a better

understanding of the interest rate differences compared to public sector employees.
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FINDINGS

The analysis of the survey responses reveals several key findings regarding the awareness of interest rate
differences between fixed deposits (FDs) and savings accounts among public and private sector employees in
Jharkhand:

1. General Awareness

A majority of respondents from both sectors understand that fixed deposits offer higher interest rates compared
to savings accounts.

Public Sector: 67.50% (216 respondents) correctly affirmed the statement.

Private Sector: A higher percentage of 76.88% (246 respondents) recognized the interest rate disparity.

2. Sectoral Comparison

Private sector employees exhibit greater awareness compared to their public sector counterparts.

Female respondents in both sectors show slightly higher awareness levels than males.

3. Misunderstanding

Misunderstanding of the concept (FALSE responses) is minimal in both groups, with only 10.31% in the
public sector and 8.75% in the private sector providing incorrect answers.

4. Uncertainty

Public Sector: 22.19% of respondents indicated they "Don’t Know," suggesting a significant portion of
employees remain unsure about the concept.

Private Sector: Uncertainty is lower, with only 14.38% selecting "Don’t Know."

5. Gender-based Insights

Female respondents in the private sector (82%) show the highest level of awareness, while males in the public
sector (66.7%) demonstrate relatively lower awareness.

CONCLUSION

The study on the awareness of interest rate differences between Fixed Deposits (FDs) and Savings Accounts
among public and private sector employees in Jharkhand reveals significant findings:

Awareness of Interest Rates:

A majority of employees in both the public (67.50%) and private (76.88%) sectors understand that Fixed
Deposits offer a higher interest rate than savings accounts.

Female respondents in both sectors show slightly higher awareness levels than their male counterparts.
Sectoral Differences:

Private sector employees exhibit better awareness regarding interest rate differences than their public sector
counterparts.

There is a higher level of uncertainty in the public sector (22.19%) compared to the private sector (14.38%).
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Misunderstanding:Misunderstanding about the difference between Fixed Deposits and Savings Accounts is
minimal in both sectors, with only a small percentage of respondents answering incorrectly (10.31% in the
public sector and 8.75% in the private sector).

Gender-based Insights:Female respondents in the private sector (82%) had the highest awareness, while male
respondents in the public sector showed relatively lower awareness (66.7%).

Chi-Square Test:The Chi-Square test results indicate that there is a statistically significant difference in the
awareness levels of interest rates between public and private sector employees in Jharkhand. This suggests that

private sector employees are more aware of the interest rate disparity than public sector employees.

SUGGESTIONS

Enhance Financial Literacy:Targeted Financial Education: Given the significant uncertainty in the public
sector, tailored financial literacy programs should be introduced to improve understanding of basic financial
products, especially Fixed Deposits and Savings Accounts.

Workshops and Seminars: Regular workshops, seminars, and awareness campaigns should be organized in
both sectors, focusing on the importance of different financial instruments, their benefits, and how they affect
personal finances.

Gender-Specific Initiatives: Female employees, especially in the private sector, show a higher level of
awareness. Therefore, programs could focus on empowering male employees in both sectors with better
knowledge of financial products.

Focus on Uncertainty in the Public Sector:The relatively high percentage of "Don't Know" responses in the
public sector indicates a lack of confidence or understanding. To bridge this gap, public sector organizations
should implement regular financial literacy assessments and ensure that employees are aware of the benefits of
Fixed Deposits over savings accounts.

Improved Communication of Financial Products: Financial institutions should simplify their
communication about financial products. Clear, easy-to-understand brochures, online content, and customer
support services could make it easier for both public and private sector employees to understand the
differences between various financial options.

Leverage Technology: Online courses, mobile apps, and interactive financial tools could be introduced to
educate employees about interest rates, savings, and investments. These platforms could offer personalized
advice based on the user’s financial goals and knowledge.

Institutional Support: Employers, particularly in the public sector, should take an active role in supporting
financial education. Offering financial planning services or encouraging employees to attend relevant training
sessions could help enhance overall financial literacy.

By addressing these areas, both public and private sector employees in Jharkhand can be empowered to make

more informed financial decisions, leading to improved economic stability and growth.
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