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Abstract – Financial literacy causes people to enhance their dimension of comprehension of financial 
issues which empowers them to process financial data and settle on educated decisions about close to 
home back. Financial proficiency is straightforwardly identified with the prosperity of people. Past 
research recommends that those with low dimensions of financial proficiency confront issues with issues 
identifying with individual back, for example, reserve funds, borrowings, ventures, retirement arranging 
and so forth. Over the ongoing years, financial scene has changed extensively getting to be intricate with 
the presentation of numerous new financial terms. 
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1. INTRODUCTION 

Today, computerized technology and cell phones 
offer remarkable chance to interface destitute 
peoples to management, for example, funds, 
advances, protection and instalments. In any case, 
owning a telephone or notwithstanding opening a 
computerized record does not guarantee the record 
is utilized. 66% of world's 299 million versatile cash 
accounts are lethargic. India stays among the most 
money serious economies on the planet, with a 
money to-GDP proportion of 12%. Around 97% of all 
exchanges in the nation are completed in real 
money, which clarifies why India stays among 
countries with the least access to advanced 
instalments. 

In a computerized world, wellbeing and security is 
the highest need for everybody. Staying safe is a 
person's very own duty which must be considered 
important. Instalment suppliers can put in the most 
idiot proof frameworks on the planet yet the human 
component of instalments and henceforth activities 
bringing about extortion can't be underscored 
enough. Regardless of whether it is decreasing 
danger, improving take-up and utilization, upgrading 
buyer security or evading over-obligation, 

In India financial incorporation got a steroidal lift with 
Prime Minister's Jan Dhan Yojana (PMJDY). By 
January 4, 2017, there were more than 265 million 
records under the plan. India earned a spot in the 
Guinness Book of World Records with a reference: 
"Most ledgers opened in multi week as a component 
of the Financial Inclusion Campaign is 18,096,130." 

But a troubling element is that open banks, territorial 
provincial banks (RRBs) and 13 private 
moneylenders have detailed that as on 24 March 
2017, 92,52,609 records were solidified under the 
PMJDY because of absence of exchange over the 
most recent one year. A review of these records 
found that just 33 percent of all recipients were 
prepared to utilize their Rupay cards. The others 
were befuddled by the muddled PIN and actuation 
techniques. 

Only opening physical records as banner posts of 
financial personality would not help except if they are 
effectively utilized by peoples for dealing with their 
cash. To influence these conceivable peoples to 
must be granted a capacity to comprehend and 
execute matters of people account, including 
fundamental numeracy and education, planning, 
contributing, and hazard expansion. This aptitude is 
known as financial literacy. It is a blend of financial 
mindfulness, learning, aptitudes, frame of mind and 
practices important to settle on sound financial 
choices and at last accomplish people financial 
prosperity. 

As per a worldwide overview by Standard and Poor's 
Financial Services LLC (S&P) fewer than 25% of 
grown-ups are financial educated in South Asian 
nations. For a normal Indian, financial literacy is yet 
to wind up a need. India is home to 17.5% of the total 
populace however almost 76% of its grown-up 
populace does not see even the fundamental 
financial ideas. 
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By virtue of absence of legitimate mindfulness and 
disappointment of establishments to appropriately 
control them, peoples purchase protection 
approaches without legitimate arranging and 
surrender halfway on the grounds that they don't 
have cash to pay the premium. Forceful moving 
keeps the specialists from appropriately evaluating 
the consistency n salary surges of the purchasers for 
adjusting their strategies. 

The clients end up losing intensely as punishments 
are cruel. The Insurance Regulatory and 
Development Authority of India (IRDAI), in its 
Handbook on Indian Insurance Statistics 2015-16, 
has given persistency figures of the disaster 
protection industry—and they are not looking great. 
For FY2016, the disaster protection industry, by and 
large, had a persistency of 61% in the thirteenth 
month, which implies: 1 year after the deal, just 61 
out of each 100 approaches were re-established. 

Persistency estimates to what extent clients endure 
with their arrangements. By the fifth year of approach 
deal, 16 out of the 24 extra security organizations 
couldn't hold even 33% of the strategies. 5 years 
subsequent to being purchased, 66% of the extra 
security approaches are no more. This demonstrates 
the gigantic cash clients are losing by virtue of 
terrible financial arranging. 

It has been discovered that financial instruction 
programs concentrated on simply conferring learning 
once in a while convey sway except if they are 
upheld by an appropriate item, including the help to 
utilize the item. An ongoing UNDP study on financial 
education programs in India uncovered that in zones 
where a specialist co-op was engaged with the 
projects, the members would be wise to 
comprehension of items and they had been utilizing 
the items routinely. A few banks utilize a choice tree 
to enable clients to open the sparing records that 
coordinate their necessities. The way toward 
experiencing the choice tree in itself prompts 
comprehension of improved item includes by clients. 

So also, in one model, a bank attempted a venture to 
convey financial instruction preparing to young ladies 
in country networks through a course preparing 
model where center mentors prepared companion 
teachers, who thus prepared network peoples. These 
precedents give proof that utilizing a model that 
includes experiential learning and utilization of items 
has more noteworthy odds of achievement. 

2. LITERATURE REVIEW 

The prospect hypothesis was created by Kahneman 
and Tversky in (1979). The hypothesis negates 
expected utility hypothesis whereupon Standard fund 
is based. 

As per Jordan and Miller (2008), Prospect hypothesis 
is an option in contrast to traditional, level headed 
financial basic leadership. Prospect hypothesis 
underlines that financial specialists will in general act 
contrastingly when they face planned increases and 
misfortunes; speculators are considerably more 
upset by imminent misfortunes than they are cheerful 
about proportional additions, and a run of the mill 
financial specialist considers the agony of losing one 
dollar to be double the joy gotten from the increase 
of one dollar. 

Jordan and Miller, (2008) Investors have been found 
to react in various approaches to indistinguishable 
circumstances, contingent upon whether they are 
introduced as far as additions or as far as 
misfortunes. Financial specialists appear to be 
eager to go for broke to keep away from misfortune 
than they are to make an identical benefit. The 
propensity of speculators to be hazard unwilling 
with respect to gains however chance looking for in 
regards to misfortunes, is the quintessence of 
prospect hypothesis. At the point when a financial 
specialist has the decision between a beyond any 
doubt gain and a bet that could increment or 
lessening the beyond any doubt gain, the 
speculator is probably going to pick the beyond any 
doubt gain. Yet, when looked with a decision 
between a beyond any doubt misfortune and a bet 
which could increment or abatement the beyond 
any doubt misfortune, financial specialists are 
bound to take the bet. 

The air impact hypothesis was created by Shefrin 
and Statman in 1985. Demeanor impact alludes to 
the inclination that speculators have of moving 
resources that have picked up esteem („winners‟) 
and keeping resources that have lost esteem 
(„losers‟). At the point when costs fall, speculators 
will in general hold to resources they as of now 
have, to evade the lament of having sold at a 
misfortune, trusting that the costs will ascend later 
on. Then again, when costs rise, speculators will in 
general offer resources too quick to even think 
about realizing gains. 

As per Weber and Camerer (2010), aura impacts 
can be clarified by the two highlights of prospect 
hypothesis: the possibility that peoples esteem 
additions and misfortunes in respect to a reference 
point (which is the underlying price tag of benefits), 
and the inclination to look for hazard when looked 
with conceivable misfortunes, and maintain a 
strategic distance from hazard when a specific 
increase is conceivable. 

Shefrin and Statman (1985) discovered proof that 
because of their craving to maintain a strategic 
distance from lament, financial specialists will in 
general move champs too soon and ride failures 
excessively long. 
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Shiller and Case (1990) talked with home purchasers 
and discovered predominance of demeanor impacts; 
that property holders were more anxious to move at 
a benefit than at a misfortune. Land financial experts 
and operators generally trust that volume moderates, 
at times significantly, when costs droop (Weber and 
Camerer, 1998). Stylist and Odean (1999) reason 
that the air impact dependent on misfortune 
abhorrence best clarifies the inclination for financial 
specialists to hold washouts and move victors. They 
even discovered that financial specialists are 
progressively disposed to buy extra offers of their 
losing speculations by practically 1.5 occasions than 
extra offers of their triumphant ventures. 

3. FINANCIAL LITERACY IN INDIA 

To utilize financial management to their maximum 
capacity, the low pay peoples need items appropriate 
to their necessities and proper preparing and 
education for adjusting to these financial 
management. Achieving this expects regard for 
human and institutional issues, for example, nature 
of access, reasonableness of items, commonality 
and solace being used, maintainability for the 
supplier of these management, legitimate preparing 
and effort to the most barred populaces. 

The issue is parcel more nuanced than what we are 
seeing today. Subtleties change from culture to 
culture and buyer fragment to customer portion. The 
shoppers will come into the formal financial area and 
grasp the new open doors trusting that in the event 
that they change their conduct and apply the push to 
get into the new world then certain particular 
torments will vanish. We have along these lines to 
address genuine agonies, not simply offer 
advantages. 

India has dependably been a ripe ground for cheats 
that have bilked generally low-pay family units of a 
large number of rupees. The financial uneducated 
are generally obvious targets. The financial 
specialists have been occasionally hushed into 
questionable plans by evil characters. The poor have 
now turned out to be careful about putting cash even 
in dependable associations. Financial education and 
mindfulness are the most dominant cures against 
unsafe speculation traps. 

Peoples need to comprehend that the cost of 
financial lack of education is high. 

Person who is financial literate realizes how to 
acquire, oversee and contribute cash. He knows 
about financial items and applies his insight to make 
the best utilization of them. 

Financial literacy and financial consideration are two 
parts of financial soundness in a nation. 

At the point when peoples are financial educated, 
they are bound to investigate the items and 
management offered by banks and use them for their 
advantages. This quickens the pace of financial 
consideration, where everybody can get to the 
fundamental keeping money offices as opposed to 
depending on the conventional frameworks of 
currency market, for example, acquiring cash from 
Zamindaars or town cash loan specialists. 

Lamentably, with regards to India's financial literacy 
rate the measurements are very stunning. 

As indicated by a review directed by Standard and 
Poor's, over 76% Indian grown-ups need essential 
financial literacy and they don't comprehend the most 
fundamental and key financial ideas. 

 

Here are a portion of the key discoveries on India's 
Financial Literacy. 

• Only 14% Indian grown-ups could respond to 
inquiries on hazard expansion while 51% 
comprehended self multiplying dividends and 
56% were right with inquiries on swelling. 

• 39% of grown-ups who have a formal credit 
are financial literate, while 27% of formal 
borrowers are not financial educated. 

• A minor 14% of Indian grown-ups spare at a 
formal establishment. 

• Going by the sexual orientation hole, 73% of 
men and 80% of ladies in India are not 
financial literate. 

• 26% of the grown-ups in the most 
extravagant 60% of family units are financial 
literate, while 20% of the least fortunate 40% 
of families are financial educated. 

As indicated by a review on Global Financial Literacy 
in 2012 led by VISA, just 35% of Indians were 
financial educated and India was among the least 
financial literate nations. 
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Another overview of "Financial Literacy among 
Students, Young Employees and the Retired in India" 
directed by IIM-An upheld by CITI Foundation 
uncovers that" high financial literacy isn't far reaching 
among Indians where just not exactly a quarter 
populace have sufficient information on financial 
issues. There is absence of comprehension among 
Indians about the fundamental standards of cash and 
family unit account, for example, self multiplying 
dividends, effect of expansion on rates of return and 
costs, and the job of enhancement in ventures." 

Plainly, the measurements are frustrating. The 
absence of basic information on financial issues and 
failure to oversee people fund influence a family, 
however influences an economy all in all to endure 
as well. 

Like I said before, financial incorporation and 
financial literacy are two fundamental elements of an 
effective economy. While, financial education can 
quicken financial consideration, the other way around 
may not remain constant. 

Financial consideration is a need in our nation. Also, 
the Govt has been genuinely dynamic on its systems 
on financial consideration where different plans are 
being presented and mindfulness battles are being 
held every once in a while. In any case, attributable 
to the current bottlenecks in wording salary 
uniqueness, destitution, sexual orientation holes and 
all, the usage of financial consideration strategies 
has been testing as well. 

For instance, when Pradhan Mantri Jan Dhan 
Yojana, a National Mission on Financial Inclusion 
commenced in 2014, the outcome was record-
breaking. Around 214 million zero equalization 
accounts were made, which implies an enormous 
portion of populace could get to saving money offices 
at an ostensible expense. 

In any case, sadly this many numbers of records 
don't guarantee financial literacy. In the event that it 
had, our execution in Global Financial Literacy 
wouldn't have been this poor. 

In an article on Financial Inclusion distributed in 
Economic Times, Rajat Gandhi properly says that, 
"Regardless of what number of banks you open and 
what number of boots you have on the ground, if an 
people does not think about the financial alternatives 
that are available to him, approaches, plans and 
financial instruments will mean close to nothing. It is 
critical for an people to right off the bat comprehend 
what to search for and at exactly that point think 
about the advantages that he can acquire from it." 

To make things obvious, financial consideration 
centers around volume or amount though financial 
education is progressively about quality. 

While financial consideration stresses on making 
more records so as to make the normal managing an 
account offices effectively open to all, financial 
literacy underscores on growing the information on 
financial issues and items so one can, 

• Understand how to utilize and oversee cash 
and limit financial hazard 

• Manage people account literately 

• Identify the advantages and offices offered 
by banks and blacklist the dodgy 
moneylenders. 

• Derive the long haul advantages of funds 

What's more, in the long run it will advance the 
financial incorporation developments 

4. KEY FACTORS TO INCREASE 
FINANCIAL LITERACY IN INDIA 

Thinking about the situation, intentional activities to 
advance financial literacy is the need of great 
importance. Before starting the means, the 
objective gathering ought to be isolated based on 
their age, pay, education and sexual orientation and 
offered chances to upgrade their financial literacy in 
a progressively straightforward and straightforward 
way. 

Scarcely any key elements 

Financial Literacy Month: Countries that gloat high 
financial literacy rate watch financial education 
month. In US april is considered as the long stretch 
of financial literacy where exertion are taken to 
instruct the nationals about the significance of 
financial education and why it's imperative to keep 
up sound financial propensity. India too needs to 
understand the significance of Financial Literacy 
month. 

Five Reasons Why India Needs a Financial Literacy 
Month? 

Counting Financial Literacy in School Syllabus: 
Financial education ought to started at school 
arrange. As of late, RBI Governor Raghuram Rajan 
has proposed incorporation of financial education in 
school educational modules. At the point when 
youngsters know about the idea, they can impact 
their families on the significance of investment 
funds and find a way to more readily deal with their 
cash. In this manner, spreading the idea of financial 
literacy by teaching managing an account 
propensities and making financial mindfulness 
among youngsters is an incredible help. 
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Here is a decent inforgraphic introduction by visually. 
Snap on it and zoom it in a little to get a reasonable 
perspective on the substance. 

The Role of Technology: We all are living in an 
advanced period. The job of technology in financial 
education therefore can never be disregarded. 
Financial education using technology can be 
quickened by means of three medium-PC, versatile, 
and web. With cell phones getting progressively 
helpful each passing day, it's all the more simple to 
contact peoples through the stage. The stages ought 
to so structured that at whatever point someone 
needs financial exhortation, they can without much of 
a stretch access the vital data. 

Technology permits autonomous learning. Also, it's 
essential to abuse the methods in our favorable 
position. 

5. DATA VALIDITY AND RELIABILITY 
TEST 

Unwavering quality is a principal issue in any 
estimation scale. Scale unwavering quality is 
considered as the extent of change ascribed to the 
genuine score of the idle build (DeVellis, 1991). It is 
normally estimated by inner consistency 
dependability that shows the homogeneity of things 
containing an estimation scale. As a rule, the inside 
consistency of an estimation scale is surveyed by 
utilizing Cronbach‟s coefficient alpha. It is by and 
large suggested that if an estimation scale having a 
Cronabach‟s coefficient above 0.70 is satisfactory as 
an inside reliable scale so further investigation can 
be conceivable. In any case, if the scale has a 
coefficient alpha underneath .70, the scale ought to 
be inspected for any wellsprings of estimation 
mistakes, for example, lacking testing of things, 
organization blunders, situational factors, test 
attributes, number of things, and hypothetical 
blunders in building up an estimation scale (Gable 
and Wolf, 1993). 

Table 2: Summary of the Measurement Reliability 
(Cronbach‟s Alpha) 

 

In the pilot consider, 5 surveys were utilized, they 
were filled by the respondents browsed the non-
tested populace however inside the objective 
populace and the outcomes are appeared in the 
table above. It was obvious that all the estimation 
scale the three factors had a Cronbach‟s coefficient 
above, Financial Literacy 0.240, Personal Investment 
Decision 0.443, and Effects of Financial Literacy on 
Personal Investment Decision 0.434 which for this 
situation is adequate as an inside steady scale for 
further examination to be conceivable. 

CONCLUSION 

The study prescribes that people and associations 
ought to put resources into building financial literacy 
as higher money related education is emphatically 
identified with effective venture choices. Also, early-
life budgetary training is a solid indicator recently life 
money related information. Accordingly, government 
ought to empower early youth instruction among its 
natives as training is an incredible wellspring of 
budgetary literacy. 

REFERENCES 

1. Kahneman, D. & Tversky, A. (1979). 
Prospect Theory: An Analysis of Decision 
under Risk. Econometrica, 47(2), pp. 263-
291. 

2. Jordan, B.D. & Miller, T.W. Jr. (2008). 
Fundamentals of Investments Valuation and 
Management (4th ed.). New York: McGraw-
Hill/Irwin. 

3. Müller S. & Weber, M. (2010). Financial 
Literacy and Mutual Fund Investments: Who 
Buys Actively Managed Funds? 
Schmalenbach Business Review 62(2), pp. 
126-153. 

4. Shefrin, H. & Statman, M. (1985). The 
disposition To Sell Winners Too Early and 
Ride Losers Too Long: Theory and 
Evidence. The Journal of Finance, 40(3), pp. 
777-790. 

5. Case, K.E. & Shiller, R.J. (1990). 
Forecasting Prices and Excess Returns in 
the Housing Market. Journal of the American 
Real Estate & Urban Economics Association, 
18 (3), pp. 253-273. 

6. Weber, M., & Camerer, C. F. (1998). The 
Disposition Effect in Securities Trading: An 
Experimental Analysis. Journal of Economic 
Behaviour & Organization, 33, pp. 167-184. 

7. Singh, M. (2008). Forward‗, Eleventh Five 
Year Plan 2007-2012, Inclusive Growth, 1, 



 

 

Savita Choudhary1* Dr. Hari Om2 

 

w
w

w
.i
g

n
it

e
d

.i
n

 

901 
 

 Financial Literacy in India: Analysis on Key Factors to Increase Financial Literacy 

planning commission, government of India, 
New Delhi, India: Oxford University Press, p. 
III. 

8. Planning Commission (2003). Tenth Five 
Year Plan 2002–2007, Sectoral Policies and 
Programmes, Vol. 2, New Delhi, India. 

9. Oleson, M. (2004). Exploring the relationship 
between money attitudes and Maslow‗s 
hierarchy of needs. International Journal of 
Consumer Studies, 28, pp. 83–92, January. 

10. Ahuvalia, M. S. (2006). Speech at launching 
of the book How India Earns, Spends and 
Saves, launched by Deputy Chairman, 
Planning Commission, Government of India, 
Montek Singh Ahluwalia, February 6, 2006. 
New Delhi. 

 

Corresponding Author 

Savita Choudhary* 

Research Scholar of OPJS University, Churu, 
Rajasthan 

 


