ANALYSIS OF FINANCIAL LITERACY NEEDS & ROLE OF REGULATORY AUTHORITIES TOWARDS ITS IMPROVEMENT IN INDIAN CONTEXT
Abstract

Purpose- The purpose of the paper is to analyze the financial literacy aspects related to Indian context wherein as such in-depth analysis has not been conducted, however understanding view of the financial literacy has been portrayed rather. Furthermore role of regulatory authorities towards financial literacy has been demonstrated in the paper. 
Design/Methodology/Approach- The paper employs descriptive research design considering the secondary data collected from various sources. The collected data has been further analyzed and classified further to formulate the findings of the study.
Findings- After the accomplishment of data analysis and interpretation the findings exhibit the knowledge of financial literacy as well as its needs among Indians and role of regulatory authorities towards improvement in financial literacy.
Practical Implication- According to Organization for Economic Cooperation and Development (OECD, 2005) financial literacy is “a combination of financial awareness, knowledge, skills, attitude and behavior is necessary to make sound financial decisions and ultimately achieve individual financial well being”. Any country’s official literacy rate must be 74 percent, and this includes people who can barely sign their names. But in India rate is very low in financial inclusion and literacy, hence the study is highly significant in the present economic situation specifically.
Originality/Value- This paper is original work of the authors however completely based on secondary data and it adds value to the further studies to be conducted in the same domain.
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JEL Classification – G21, G23, G28, R28, R38 
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1. Introduction:
We all spend money, but what percentage folks really know the way to properly manage our money? This skill – or the dearth of it – is observed as “financial literacy” within the same manner as “literacy” gauges how well an individual can read. Many of us might say that they are not very literate when it involves finances.

Financial literacy goes beyond the availability of economic information and advice. it's the power to grasp, monitor, and effectively use financial resources to boost the well-being and economic security of a personal, his family, and his business.

To have a formidable amount of economic literacy, it seems best to try to to things that don't seem to be exciting, a minimum of initially. Be careful. Prepare. Track your spending. Legendary businessman Warren Buffett is taken into account a genius at investing, yet his approach is straightforward. “You only must do a awfully few things right in your life ciao as you don’t do too many things wrong,” he said.

When people are financially literate, they're more likely to explore the products and services offered by banks and use them for his or her benefits. This accelerates the pace of monetary inclusion, where everyone can access the essential banking facilities instead of looking forward to the orthodox systems of cash market like borrowing money from Zamindaars or village money lenders.


2. Review of Literature:
Financial literacy is that the major challenge faced by all countries globally. In today’s world, which contains a market with complicated products, the requirement for financial literacy becomes inevitable. Country like India, which has high young population, the govt., is during a position to extend the amount of monetary literacy. The govt and other private institutions have taken steps through financial teaching programs. Now financial education is included within the school and university curriculum also. Unfortunately, when it involves India’s financial literacy rate the statistics are quite shocking.

Tullio Jappelli(2009), has done a comprehensive assessment of literacy across the globe supported a survey of executives in 55 countries, in 1995-2008. The survey respondents are a specific group of managers and country-experts, Through descriptive analysis he shows that literacy varies quite substantially among countries, and also the multivariate analysis shows that its level depends on educational achievement, social interactions (as proxies by the share of urban population), and mandated savings within the type of Social Security contributions. The contribution rate is employed as an (inverse) proxy for financial market deepening to attenuate the chance of reverse causation between financial literacy and financial development, financial knowledge depends on cognitive ability.

Mark Taylor (2010), Identify the key determinants of economic Literacy. Using panel data models, He fined the key determinants to financial literacy are age, health, household size and structure, housing tenure, and therefore the employment status of the individual and other household members. Older men and ladies in full-time work with an employed spouse have the foremost financial capability although many of those characteristics have significant impacts on financial capability, but results suggest that age, and employment status has the biggest impacts.

Jason West (2012), show that the actions of people who are financially literate don't necessarily mean they'll demonstrate good financial behavior. so as to boost the financial behavior of consumers, two critical areas must be addressed. Firstly, the objectives of monetary literacy programs should be not only to teach consumers about financial markets and products but highlight to individuals the psychological biases and limitations that they as humans cannot easily avoid. Secondly, the regulation of economic products sold to consumer’s needs alteration to satisfy the aim of protecting retail consumers from complex financial products that are confusing, ambiguous and inappropriate. 
A survey, conducted by Visa, found that 34% of Indian women and 29% of Indian men claimed to own no savings. Similarly, it revealed that 43% of Indian women don't discuss matters of cash management with their children, due in large part to their own lack of understanding. it's no surprise that in a very society where women are less likely than their male counterparts to have interaction in paid work, and are therefore not expected to undertake decisions regarding the family budget, they are doing not educate their children in these matters. per the annual MasterCard’s index for financial literacy Only Japan fared worse with 57 points. In terms of overall financial literacy, India is at the underside among 16 countries within the Asia-pacific region India is above with 59 index points from Japan, the index relies on a survey conducted between April 2013 and should 2013 with 7,756 respondents aged 18-64years.The survey polled consumers on three aspects — basic money management (50% weight), financial planning (30% weight) and investment (20% weight) — to reach the financial literacy index. On individual parameters, India scored 50 index points in basic money management. The report states that for Indians, “the lack of ability to stay up with bills, set money aside for giant item purchases and to pay off credit cards fully can be thanks to a scarcity of surplus cash, resulting from the actual fact that income levels don't seem to be high enough to hide expenses”. Interestingly, the financial literacy scores for Indians aged 30 and above were 59 compared with 61 for those but 30 years old.

Puneet Bhushan &Yajulu Medury(2013), Suggest that overall financial literacy level of respondents isn't very high. Financial literacy level gets tormented by gender, education, income, nature of employment and place of labor whereas it's found that the those that are government employee has less level compared to the private employee, nation don't affect the amount of monetary literacy. the amount of economic literacy among the working young in urban India is analogous to the degree that prevail among comparable groups in other countries i.e. the influence of several socio-demographic variables like influence of family income and gender on various dimensions of monetary literacy is analogous as recorded in other studies in Indian context.
In this paper we've got studied the financial understand how of individuals in India by using various means of informational technologies. The studies show that India is lacking behind the remainder of the globe in terms of monetary literacy.

3.  
Objectives of Research:
3.1     To spot the determinants of financial literacy and the way it induces the investment behaviour.
3.2.   To determine the role of regulatory authorities towards improvement of financial education in India.
3.3. To determine the points to refresh the financial Literacy.

4. 
Research Methodology:
Research Methodology applied in this research paper is quite simple and easy to understand as follows:
4.1 Research Design is Descriptive being the author explores the secondary data and describes it uniformly to reach to the findings of the study.
4.2 Research Approach is Quantitative as well Qualitative.
4.3 Data Collection is completely Secondary Data.

4.4 Sampling Frame is highly generalised as it study is with reference to India as a whole.
4.5 Content Analysis technique is used to analyze the secondary data available. The researcher primarily obtained the hard copies of all the content available and sorted, streamlined and highlighted the relevant facts pertaining to the objectives of undergoing research work. 
5. 
Data Analysis & Interpretation:
5.1 Key determinants of Financial Literacy
Financial knowledge is that the understanding of interest calculations, relationship between inflation and return, inflation, prices, risk, and return, and therefore the role of diversification in risk reduction. The financial behaviour assesses how the individual deals with money. It includes prompt payment of bills, framing proper planned budgets and monitoring it, continuous saving habits etc... Financial attitude influences the behavior of the individual. Financial attitude is that the opinion of the individual about the assumption in planning, their propensity to avoid wasting and consume. So, the mixture of economic knowledge, attitude and behaviour determines the extent of monetary literacy of a person.
• Gender: Financial literacy is littered with gender as women’s literacy in India is matter of debate since past, hear as women’s are saving rate among women’s is high not in formal ways as there are several biasness only the matters of education among them .in the present periods India has improving status of women’s in terms of educations additionally as employment level.
• Age: Financial literacy follows an inverted-U shape with respect the age. Financial literacy increases among the youths is high as soon because the age increases it decline this is often could also be thanks to time as soon as time varies plenty of changes came about within the financial market and youth is function to update and accept the changes.
• Education & Income: Financial literacy is related to higher educational attainment and income. As soon because the education levels of people increases their understanding about the financial terms and clarity about their financial needs and goals so as to guard their finance they increases the trouble toward the accessing the data ,which ultimately enhances their knowledge of present financial services and products.
• Geographical region & Employment: Financial literacy is related to more sophisticated investment. Financial literacy is independent of geography and religions of the individuals. While it's dependent upon the character of employment the private employees have better levels as compared of presidency employees.

5.2 Current status: Where we are?
According to a survey conducted by Standard & Poor’s, over 76% Indian adults lack basic financial literacy and that they don’t understand the foremost basic and key financial concepts. Digitalization has thrown up an enormous opportunity - to create India & its population Digitally & Financially literate within the process.
India’s current episode of Digitalization has revealed the stark digital financial divide of the state. several people are crowding the banks and queuing outside ATM centres to deposit their cash before the deadline, revealing that India includes a good distance to travel before it fully transitions into a digital financial economy. In spite of expanded digital access to bank accounts, a really small percentage of the population has been ready to operate without withdrawing cash or visiting the bank regularly. This is often partially thanks to lower levels of digital financial literacy.

5.3 Gaps in Learning

A Standard and Poor’s Survey found that three-fourth of Indians are not financially literate.

Here are some findings from the survey. 

Table 1: Variation in Literacy Rate in Major Emerging Economies

	Topic
	India
	BRICS
	South Asia
	World

	Risk Diversification
	14
	28
	18
	35

	Inflation
	56
	46
	46
	50

	Interest
	48
	48
	46
	49

	Compound Interest
	44
	44
	39
	45

	Financially Literate%
	24
	28
	23
	33


Fig 1: VARIATION IN LITERACY RATE IN MAJOR EMERGING ECONOMIES

[image: image3.wmf]30

20

18

35

40

0

10

20

30

40

50

Brazil

China

India

Russian Federation

South Africa

%

a

g

e

 

o

f

 

F

i

n

a

n

c

i

a

l

 

L

i

t

e

r

a

c

y

Major Emerging Economies 


Fig 2: FINANCIAL LITERACY AMONG VARIOUS AGE GROUPS (WORLD)
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   FIG 3: WOMEN TRAIL MEN IN FINANCIAL LITERACY (% OF ADULTS)
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6. 
Findings of the study:
6.1 Here are some of the key findings on India’s Financial Literacy based on the previous studies.
6.1.1 Only 14% Indian adults could answer questions on risk diversification while 51% understood compound interest and 56% were correct with questions on inflation.

6.1.2 39% of adults who have a formal loan are financially literate, while 27% of formal borrowers are not financially literate.

6.1.3 A mere 14% of Indian adults save at a formal institution.

6.1.4 Going by the gender gap, 73% of men and 80% of women in India are not financially literate.

6.1.5 26% of the adults in the richest 60% of households are financially literate, while 20% of the poorest 40% of households are financially literate.

6.2 What are the financial literacy needs of Indians having Low Income?
6.2.1. Tailored information let alone adequate support can help participants to beat feelings of isolation and explore ways to deal with their financial challenges.
6.2.2. Banking will be a selected challenge for those that became marginalized from mainstream financial institutions because they feel intimidated, unwelcome, or that products and services don't meet their needs.
6.2.3. Only too commonly, financial information and advice lacks relevance to the wants and circumstances of individuals living on low incomes.
6.2.4. Tailoring financial education to the target group also can enhance program accessibility.
6.2.5. Within the context of rising costs for housing, transportation and basic necessities, building emergency savings and assets is important to cut back financial vulnerability.
6.2.6. Connecting people with low incomes to tax clinics and supports to access the tax credits and benefits they're entitled to, but not yet claiming, is a vital thanks to boost incomes.
6.2.7. People with low incomes and low or no assets and/or poor credit histories experience barriers to obtaining credit.
6.2.8. Consumerism is invaluable knowledge to any or all Indians, except for people living on low incomes, the risks from unsafe products, misleading advertising, and overpriced goods and services is maybe even higher.
6.2.9. Addressing financial issues associated with debt can involve financial information or supports to assist participants to form a concept to scale back overall debt levels, understand one’s rights when handling debt collectors and also the pros and cons of bankruptcy.

6.3 Role of Regulatory Authorities towards improvement in Financial Literacy
6.3.1. RBI’s initiatives on Financial Education: Bank of India has undertaken a project titled “Project Financial Literacy”. The target of this project is to disseminate information regarding the financial institution and general banking concepts to numerous target groups, including school and college students, women, rural and concrete poor, defence personnel and senior citizens. The fabric is formed in English and other vernacular languages. It’s disseminated to the audience with the assistance of banks, authorities’ machinery, schools and colleges through presentations, pamphlets, brochures, films and also through RBI’s website.

6.3.2. SEBI’s Initiatives on Financial Education: Securities Exchange Board of India has embarked financial education on a nationwide campaign. To undertake financial education to numerous target segments viz. school students, college students, working executives, middle income group, home makers, retired personnel, self help groups etc., SEBI has empanelled Resource Persons throughout India. The Resource Persons are given training on various aspects of finance and equipped with the knowledge about the financial markets. These SEBI Certified Resource Persons organise workshops to those target segments on various aspects viz. savings, investment, financial planning, banking, insurance, retirement planning etc. quite 3500 workshops are already conducted in various states covering around two lakh and sixty thousand participants.
Investor education schemes are conducted by SEBI through investor associations everywhere the country. Regional seminars are conducted by SEBI through various stakeholders viz. Stock Exchanges, Depositories, Mutual Funds Association, and Association of Merchant Bankers etc. SEBI contains a dedicated website for investor education wherein study materials are available for dissemination. SEBI also publishes study materials in English and vernacular languages. Under ‘Visit SEBI’ programme, School and college students are encouraged to go to SEBI and understand its functioning. SEBI has recently founded SEBI Helpline in 14 languages wherein through a toll free number, investors across the country can access and seek information for redress of their grievances and guidance on various issues.

6.3.3. IRDA’S Initiatives on Financial Education: Insurance Regulatory and Development Authority have taken various initiatives within the area of economic literacy. Awareness programmes are conducted on television and radio and straightforward messages about the rights and duties of policyholders, channels available for dispute settlement are disseminated through television and radio in addition because the medium through sustained campaigns in English, Hindi and 11 other Indian languages. IRDA conducts an annual seminar on policy holder protection and welfare and also partially sponsors seminars on insurance by consumer bodies. IRDA possesses a pan India survey on awareness levels about insurance meted out through the NCAER during a bid to enhance on its strategy of crating insurance awareness. IRDA has also brought out publications of ‘Policyholder Handbooks’ likewise as a comic book book series on insurance. A fervent website for consumer education in insurance is on the verge of launch
IRDA’s Integrated Grievance Management System (IGMS) creates a central repository of grievances across the country and provides for various analyses of information indicative of areas of concern to the insurance policyholder.

6.3.4. PFRDA Initiatives on Financial Education: The Pension Fund Regulatory and Development Authority, India’s youngest regulator has been engaged in spreading Social Security messages to the general public. PFRDA has developed FAQ on pension related topics on its web, and has been related to various non government organizations in India in taking the pension services to the disadvantaged community.

PFRDA’s initiatives became more broad-based with direct mass publicity on NPS – both as individual model through POPs and group models through Aggregators. PFRDA has issued advertisements in medium and electronic media through radio and tv. PFRDA appointed intermediaries are called Aggregators who are directly chargeable for pension awareness mostly in vernacular languages and in line with socio-economic sensibilities

6.3.5. Market players Initiatives on Financial Education: Commercial banks are increasingly realizing that they're missing out on large segment of financially illiterate and excluded segment of prospective customers. Also, in sight of the national emphasis on electronic benefit transfer the commercial banks have initiated various measures for creating awareness through Financial Literacy and Counselling Centres and Rural Self Employment Training Institutes on financial literacy. the target of those centres is to advise people on gaining access to the financial set-up including banks, creating awareness among the general public about financial management, counselling those that are struggling to fulfil their repayment obligations and help them resolve their problems of indebtedness, helping in rehabilitation of borrowers in distress etc. a number of these credit counselling centres even train farmers/women groups to enable them to begin their own income generating activities to earn an inexpensive livelihood. Even top management of business banks is undertaking Outreach visits to villages with a view to spread financial literacy. 

Similarly, many Stock Exchanges, Broking Houses and Mutual Funds have initiatives within the field of economic education that spawns conducting of seminars, issuance of do’s and don’ts, and newspaper campaigns. Insurance companies too, do campaigns and other educational activities for generic education in insurance.

7. 
Suggestions:
7.1 Identify your Starting Point: If you do not know where you're financially, it is challenging to plan for where you wish to be next year, five years from now or decades down the road in retirement. That's why it's important to spot your place to begin.
7.2 Set your Priorities: Creating an inventory of needs and desires can facilitate your set financial priorities. Needs is stuff you must have so as to survive: food, shelter, clothing, healthcare and transportation. Wants, on the opposite hand, are belongings you would love to possess, but aren't necessary for survival. Many folks get into financial trouble by spending an excessive amount of on wants and do not have enough left over for his or her needs.
7.3 Document your Spending: Most people could tell you the way much money they create in a very year. Fewer could state what proportion money they spend, however, and fewer still could explain how and where they spend it. one in every of the simplest ways to work out your income – what comes in and what goes out – is to make a budget, or a private spending plan.
7.4 Pay down your Debt: Most people have debt – mortgage and auto loans, credit cards, medical bills, student loans and also the like. What makes living with debt so costly isn't just the interest and costs, but because it can prevent people from ever “getting ahead” with their financial goals. It may also be an emotional drain on individuals and families.
7.5 Secure your Financial Future: Due to dire financial circumstances, many folks adopt “I’ll never retire” as a pension plan. This approach has several major flaws.
Firstly, you can’t always control once you retire. You’ll lose the work that you’ve held for many years, suffer an illness or injury, or be forced to worry for a dear – any of which may lead to hit and miss retirement. 
8. 
Conclusion:
Digital channels & their use will help in creating awareness among masses about use of technology, importance in adopting the identical, as a medium of change which helps in easing day to day lives. Such exposure is guaranteed to aid in increasing technology literacy & adoption across vast size of Indian population, which might are extremely challenging thru' the other means of implementation.

People, who to date were only using cash, are exposed to knowing what financial transactions mean or for that matter a way to do transactions, understand credit, debit, balances, transfer of cash etc. Increased usage of such mediums is guaranteed to aid in improving financial knowledge of individuals. As more & more percentage of population comes under formal banking process, people are going to be exposed to opportunities, schemes to form the foremost of their money. Earlier, these folks were oblivious to earning interest on their own cash/money, now are able to invest the identical money in various schemes to earn better returns etc. Not just the illiterate can now leverage formal banking channels for higher returns (as compared to holding just take advantage earlier days), but even semi-literate ones can go a step further and appearance at various investment options as a method to enhance their lives.

All these mediums, channels will escort a non-conventional transformation in country’s efforts towards improving literacy - real world literacy & not just the bookish one. Efforts for last numerous years are focused largely on conventional mediums of schooling, classroom based education schemes to enhance literacy. Digitalization is forcing the population to adapt to technology advances, thereby improving their real world literacy thru’ the core necessity of earning & managing money/ wages/ livelihood. Hence the adoption is probably going to work out surprisingly results.

Consequently, it may be assumed that one in all the side effects of demonization disturbance are going to be to place the boot in realizing the importance of monetary literacy during this a part of the globe. Thus, within the journey of note ban and centre’s push to makeover towards cashless nation, the govt. and other stakeholders must undertake campaigns to coach people on electronic financial literacy. Financially literate digital India must be the main target to reap that future benefit. The topic of monetary Literacy and Investment Decisions could also be introduced in educational institutions to impart financial knowledge to the youth. The topic itself should be structured into parts, like banking literacy, price, budget, investment, risk literacy, tax and legal literacy. 

Efforts should be taken to extend confidence among the masses about the matters associated with money management and financial risk. The digital economy is strongly leveraged to spread financial literacy. Financial literacy with technology must be supported three principles: to effectively use the facility of mediums sort of a computer, mobile and Internet; to enable people to own the abilities, knowledge, or information about financial instruments. Secondly, it must be ensured people then have the power to critically understand the content they need received through digital means and lastly apply it to the simplest of their knowledge and capacity. However, for financial education to really serve its purpose partnerships should be established among all stakeholders including those preparing the policies and people performing at the grassroots level. Thus, the responsibility lies at every one to actively participate in enhancing financial literacy levels for good of investors and a greater good of the society.
9. 
Limitations of the Present Study:
Present study is just confines to secondary data due to time constraint which is one of the major limitations of this study.

10. 
Scope for Future Research:
Especially in COVID times 2020-21 the infusion of financial literacy has paved a lot seeing the pandemic situation and economic crisis all round. Therefore there is an immense scope for in depth analysis specifically for more quantitative research on financial literacy that too in Indian context where the penetration level of financial literacy is very low. 
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