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ABSTRACT:- Education about personal finance is widely recognised as an essential factor in both the
personal financial well-being of people and the financial security of nations as a whole, and this recognition is
shared around the globe. These days, customers are walking into a potentially dangerous marketplace where
they are met with an extensive selection of financial goods and services to choose from. Because of the
confusing variety of options available in these items and the deceptive nature of the advertising, customers are
often unable to decipher the small print resulting from the complicated information and the potential drawbacks
linked with the products. Because of technology progress, there has been an increase in the quantity of new
products, making the problem more challenging. As a direct consequence, this shifts more responsibility and
risk onto families' shoulders when it comes to making decisions about their own financial futures. It is
important to provide purchasers of financial offerings and services with said rudimentary financial literacy
required to understand the vast landscape of available goods & services, evaluate their fit with their needs and

goals, and make informed decisions.
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1.1IINTRODUCTION:- The risk of investing is redistributed from the government and businesses to the
employees and retirees as a result of the transition from defined pension schemes to contributory pension plans.
As a direct consequence of this, people are given a greater amount of responsibility for determining the amount
of money contributed to their retirement funds, as well as the planning and management of their investments

and risks associated with those investments.

Every day, people all around the globe take part in various financial dealings and transactions. They decide on
a daily basis how much money to earn, how much money to save, how much money to spend, how much
money to invest, how much money to borrow, and how much money to On occasion, people are also needed
to make decisions about their mortgage, the ownership of a property, the marriage of their children, and long-
term investments. People who are better able to manage their money will have a greater likelihood of being

able to make educated financial judgements when faced with such conditions.
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At the same time, a larger portion wider variety of credit products. This is a concurrent development. When
customers aren't aware with the terms and circumstances linked with the things they're purchasing, chances
like these have a tendency to make decision-making more precarious. People are tempted to take advantage of
the newest goods because they have easy access to credit instruments, but they do so without being aware of
the serious ramifications of defaulting on their payments, which might lead to catastrophic financial outcomes.
In addition, the cost of financial illiteracy is very high, which may result in financial instability for individual
families as well as a potential risk to the nation's financial stability if there is a significant amount of consumer
engagement. Previous research has shown that people all across the world lack basic financial literacy skills.
The surveys that have been taken show that a lack of financial literacy has serious consequences. These
outcomes include poor savings rates, poor handling of credit, and a general lack of financial preparation.
Governments throughout the globe are taking steps to raise citizens' financial literacy in response to the long-
term effects of citizens' lack of financial education and their subsequent poor decision-making. The general

public's financial literacy, savvy, and outlook will be enhanced by these efforts.
1.2 Definitions of Financial Literacy

To rephrase, financial literacy is the knowledge and skills necessary for sound money management. A larger
definition of financial literacy would include not only an understanding of basic financial concepts but also the
self-assurance to put those concepts into practise and the responsibility to act in ways that are in the best

interests of the organization's financial community.

"The Organization for Economic Co-operation and Development (OECD) defines "financial education™ as "the
process by which financial clients and investors increase their knowledge of finance products and theories and
threats and, through the provision of information, training, and/or honest answers, enhance their knowledge
and esteem towards becoming aware of (banking) risks, to make knowledgeable choices, to understand within
which to seek help, and even to take manifold responsibility for their own financial well-being" (OECD,
2005)".

The ANZ survey (2015)2 identifies financial learners * ability to begin making informed judgements and to
take appropriate actions and about the on those who use and but instead management of funds. Personal finance
1s a potent mix of a student ’s understanding, knowledge, mentalities, and overall their actions in fact related
to money. Its ANZ survey also defined perceived learners ° ability to make accurate judgments or to make

intelligent decisions further about the need and investment of resources.
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A broad definition of financial education would be the ability to be acquainted with and comprehend the
products available on the financial market, particularly in regard to the potential benefits and dangers
associated with certain investments, in order to be able to make educated decisions. When viewed from this
perspective, personal financial education is the primary focus of financial education. The goal of this type of
education is to equip individuals with the knowledge and skills necessary to take effective actions that will

improve their overall well-being and prevent financial distress.

“The Organization for Economic Co-operation and Development (OECD) and the International Network for
Financial Education (INFE) came up with the following definition, which includes many dimensions”: A
person must have a mix of insight, expertise, skill, perspective, and behaviour in order to attain individual
financial fellow human and eventually make wise financial choices. This is what is meant by the term "financial
literacy.” The leaders of the G20 have given their approval to this concept, and it is widely accepted all across
the globe. The PISA Financial Literacy Evaluation Model offers an updated and more age-appropriate
formulation of the notion of financial literacy that was presented earlier in this paragraph. The information and
understanding of conceptual understanding and challenges, as well as the capabilities, enthusiasm, and self
assurance to implement such knowledge and information in today's dynamic business environment across a set
of alternative scenarios, in order to enhance economic well-being of both people and society, and in designed
to facilitate participation in the labour market life. Financial literacy can be defined as the information and
understanding of interest compounding and risks, as well as the capabilities, motivation, and optimism to apply
these theoretical and practical knowledge.

According to the descriptors of financial literacy presented above, financial learning and the development of
an individual's attributes and skills that equips him fiscally and allows him to produce informed choices. This
interpretation of financial literacy is consistent with the definitions presented above. These choices, in turn,

generate a chain reaction of positive repercussions, not just for the family but also for society as a whole.
1.3 Elements of Financial Literacy
Financial Knowledge

Knowledge of economic and credit ideas owned by a person is one of the criteria that may be used to reach a
determination about the degree of financial literacy acquired by that individual. It includes the knowledge of
fundamental financial concerns such as the significance of saving the money, the computation of simple and
simple interest, the worth of dollars over time, price, the risk-return connection, the advantages of risk and

returns, and math skills.
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If all other factors remain the same, excellent financial judgements are related with having a deeper level of
information and comprehension of one's financial situation, as well as more advanced abilities in managing

one's resources.
Financial Behaviour

The interviewees' approach is yet another facet of financial literacy that affects one's general financial well-
being. We can evaluate this trait by observing the frequency with which people engage in actions indicative of
good financial management, such as paying bills on time, keeping track of financial progress, conserving for
the future, relying less on borrowed funds, making plans to meet future funds, limiting frivolous spending,
thinking within a week of purchasing items, and so on. If you want to be financially stable, it's best to behave

professionally while handling money and other financial concerns.
Financial Attitude

A person's outlook and preferences are also crucial components of financial literacy. Knowledge is important,
but the priorities individuals place on spending, saving, and other monetary problems, as well as their outlook
on the long- and short-term implications of their decisions, are as crucial in shaping people's actions and,
ultimately, their financial destinies. For instance, those who are more focused on satisfying their immediate
desires are less likely to have financial success in the long run, even if they have a deeper grasp of money
management. In India, the national policy for financial education includes attitude training as part of the
financial education curriculum because of the proven link between one's financial outlook and their financial

well-being in the future.
1.4 Origin of Financial Literacy

Across the world, several governmental and non-profit organisations are labouring to create robust financial
education initiatives for their populations. Near the century's close, financial education became a popular focus
of discussion. The first nationwide study of Americans' understanding of personal finance was conducted by
the JumpStart Coalition for Personal Financial Literacy in 1997. The Australia and New Zealand Banking
Group carried out the first countrywide financial literacy testing in 2002. In 2003, Britain took the initiative to
create a national strategy on the country's financial strength. As an added bonus, the Financial Literacy and
Education Commission was established by the United States Federal Government in 2003. The OECD has
made it a goal over the last decade to increase recognition of the significance of financial education throughout

the world. In 2003, the OECD launched a Financial Education Project in response to the damaging effects of
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people's lack of financial knowledge. In 2005, the OECD released the results of the first worldwide study on
financial literacy, which found distressingly low levels of financial literacy all around the world. The G8
leaders recognised the need of financial education back in June of 2006. In response to the G8 finance ministers'
endorsement the year before, the OECD launched the International Network on Financial Education (INFE) in
2008. Data is shared, tools and rules are developed, and input is provided into the formulation of national
strategies for financial education because of international research and cooperation. Over 240 public
institutions from 108 countries were members of the INFE as of the end of 2014.

To facilitate global communication and collaboration on the subject of financial education, the OECD
developed the International Gateway for Financial Education in 2008. The Organization for Economic Co-
operation and Development has released recommendations for improving the education of adults in financial
matters. For the purpose of facilitating the global rollout of financial literacy projects, it has created a number
of research and survey tools (PISA, 2012)5. OECD began working on a programme to improve people's ability

to save and invest in 2011.

A survey instrument in the form of a core questionnaire was designed by OECD/INFE to gather data from
persons belonging to various nations with varying backgrounds, taking into account the necessity for
internationally comparable statistics on financial literacy. The OECD Programme for International Student
Evaluation (PISA, 2012)5 is the first international assessment of the financial literacy of 15-year-old students
given on 29000 students in 13 OECD nations and 5 partner countries and economies. It may serve as a
benchmark poll for several nations. This study demonstrates large disparities in the financial abilities of all the
students independent of the financial and economic growth of the nations.

OECD has been conducting various international surveys regarding financial literacy of the whole population
as well as of specific subgroups of population like women, poor, migrants, youth; bringing forwards various
challenges in the way of financial literacy and suggesting the way forward. These surveys and
recommendations serve as a base for formulating policies and plans in different countries for improving the

financial literacy of these subgroups.
1.5 Initiatives at International Level

Most countries are implementing financial education programmes because of how important it is to the
economic and financial success of the country. In response to the global financial crisis, the United States
government formed the President's Advisory Council on Financial Literacy in January 2008 to improve

financial education throughout the country (Volpe and Mumaw, 2010). To increase the number of people who
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use financial products and services, several national governments have long mandated financial education. In
addition, the Russian Monetary Proficiency Program, with a budget of one million dollars, has been authorised
by the World Bank to contribute to international initiatives to improve financial literacy.

The importance of financial education for a country's inclusive development and long-term economic and
financial stability has been recognised by global and regional forums such as the G20 (Russia's G20 Presidency
and the OECD, 2013) and regional forums such as "the Asia-Pacific Economic Cooperation, the Association
of South East Asian Nations, the Association of Latin American and Caribbean Central Banks, the Southern
African Development Community, and the European Union. The High-level Principles on National Strategies
for Financial Education, prepared by the OECD/International Network on Financial Education (INFE) in
response to a request by G20 Finance Ministers and Central Bank Governors, was ratified by G20 leaders in
2012". An OECD-led distribution effort was launched in 2013: In collaboration with the Russian Presidency
of the G20, "Advancing National Strategies on Financial Education™ compiles the insights of G20 and invited
economies, as well as those of the European Union. The document, which details the most important
improvements to these countries' national plans, was revealed during the G20 Summit in Saint Petersburg on
September 5, 2013. Due to its significance for monetary inclusion and security, monetary literacy summits are
organised worldwide to address a range of topics related to monetary literacy and education. Further, G20
heads of state have supported several OECD/INFE programmes to assess people of all ages on their level of
financial knowledge. At the behest of the G20, the OECD and the International Network for Financial
Education (INFE) jointly produced the Policy Handbook on National Strategies for Financial Education in
2015. It highlights the present condition of national policies for financial education throughout the globe and

helps with overcoming barriers provided by different regulatory agencies.
1.6 National Strategy for Financial Literacy

A number of countries are working on financial education programmes, recognising the need for better
financial literacy. A global plan is a country-specific plan of action developed to maximise the effectiveness

of financial education by bringing together the many different groups working in this area.
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Figure 1: Status of National Strategies as of September 2013
Source: Advancing National Strategies for Financial Education OECD, 201316

Depending upon that socioeconomic status of the economy and the stage of growth of the banking market,
national policies for wealth creation have been adopted either as a walk policy for enabling employees
financially as a welcome addition to larger policy undertakings. For instance, in order to support their financial
inclusion initiatives, India, Philippines, and Mexico have all adopted national strategies. The INFE's Expert
topic on national plans for financial education was established to address the challenges that nations encounter

throughout the strategy's conception and execution.

According to the OECD/INFE Update on Financial Management, as of August 2014, 55 countries had either

completed their national plan or were in the process of updating and redrafting it.
1.7 Need of Financial Literacy

Financial literacy is increasingly seen as a necessary life skill for consumers in today's more complicated
markets. As a result of the market's increased complexity and speed of change, consumers face new difficulties.
They need to improve their financial literacy to benefit from financial advancements. All governments are
more prepared to enhance personal finance among the populace since they now understand the crucial role it
plays in the economic trade and increased stability of a country. The devastating effects of a lack of financial
awareness on the economic well-being of households and societies alike are a major cause for worry. The
following developments in the contemporary world have contributed to a heightened focus on financial

literacy:
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