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ABSTRACT

This study explicates the importance of person@drfce which is fast becoming a key ingredient marficial
policy reform around the world. For a country likelia, this plays a bigger role as it is considemadmportant adjunct to
promotion of financial inclusion and ultimately &incial stability. Indian consumers face a real lelngle given its
technological backwardness and financial illiteramy people caught in ancient financial systems thate both
exploitative and futile. Nevertheless, the presdrgence of consensus of definitions amshsurement of personal finance
will first need to be overcome. The developmenp@fsonal finance approaches will be encouragedetgyproof on the
extent, examples and effect lww financial literacyand what may be included in enhancing it. A grel@nge has
happened in the last ten years to overcome fink@g@usion in India. We gather and highlight irtstigfrom the literature
and outline worldwide confirmation on global evidenits associates, and existing and upcoming taxsaninations.
This study dissects with a synthesis of discusaimh practical suggestions for the route forwarthis quickly developing

range of research.
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INTRODUCTION

Personal finance education is needed to help awidudl or a family make rational financial decisithroughout
their life. Before 1990, mainstream economists bodiness faculty paid little attention to persofiaance. However,
several American universities such as Brigham YouWhgversity, lowa State University, and San FracagisState
University have started to offer financial educatibprogrammes in both undergraduate and gradwatggmmes in the
last 30 years. These institutions have publishedra¢ works in journals such ake Journal of Financial Counseling and
Planning and theJournal of Personal Finance. Research into personal finance is based on dethemries such as social
exchange theory and andragogy (adult learning yeBrofessional bodies, such as American Assaciadf Family and

Consumer Sciences and American Council on Consumer
Interests started to play an important role indbeelopment of this field from the 1950s to 1970s.

Increasing number of studies from finance, econen@nd publicly funded financial literacy and fin&ic
capability surveys showed that most people lacksicbknowledge, skill and attitude required in efiieg personal
financial management tasd®AS, 2012, Xu & Zia, 2012)
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Financial literacy and financial stability are tkey aspects of an efficient economy. Financiatditg enhances
individuals’ ability to ensure economic security their families. In India, on one hand, there ise®d to reach out to
lower income groups and economically weaker sestiand on the other, to the millennial who are mgmnnected and

require tailor-made financial products but havdtkh awareness of the possible financial solutions.

The millennial are economically more active compae their predecessors but are also more fragitdealing
with personal finances. The bottom-line, therefisehat a ‘me-too’ approach to personal financk mgt work in India.
All stakeholders including consumers must work amjanction for personal finance through a combovaf innovative
strategies. Increasing number of studies from fieareconomics and publicly funded financial litgrand financial
capability surveys showed that most people lacksicbnowledge, skill and attitude required in efiieg personal
financial management taskfPAS, 2012, Xu & Zia, 2012) According to its literal definition, personal éince is the

ability to use skills and knowledge to take effeetand informed money-management decisions.

For a country like India, this plays a bigger rakeit is considered an important adjunct to proamotf financial
inclusion and ultimately financial stability. Asmpe global survey bgtandard & Poor’s Financial Services LLC (S&P)
less than 25% of adults are financially literateSwuth Asian countries. For an average Indian,gmadsfinancial literacy
is yet to become a priority. India is home to 17.684he world’s population but nearly 76% of itsuétdpopulation does

not understand even the basic financial concepts.
LITERATURE REVIEW

In this study, the focus is on three dimensionp@ifsonal finance. These dimensions are financial
literacy, financial products and tax literacy. Thtie literature has been reviewed along these three

dimensions of personal finance.
Financial Literacy

 Financial literacy is the ability to make informasdgments and to takeffective decisions

regarding the use and management of mohi®c{or et al. 1992).

« Personal financial literacy is the ability to readhalyze, manage ar@bmmunicate about the
personal financial conditions that affect matemadllbeing. It includes the ability to discern
financial choices, discuss monagd financial issues without (or despite) discomfplan for the
future and respond competently to life events #dfédct everyday financial decisionacluding

events in the general econorf\itt et al. 2000).

* Financial literacy is a basic knowledge that peopded in order to survive ia modern society
(Kim, 2001)

 Financial literacy refers to a person's abilityuwoderstand and make use fofancial concepts
(Servon and Kaestner, 2008).

Financial Products

This section discusses previous literature on amesme of financial products as well as investment

behaviour of individuals. For long researchers heasearched on thdemographic factors that influence
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the investment decisions of an individual. Tieeus has mostly remained on core factors suchgas a
gender, income, marital statuprofession, education and financial knowledge. Anbar of research
studies have been undertaken in India and abroadketdify the investment behaviour of retaiVestors

and households.

Components of personal finance might include saviagcounts, credit cards and consumer loans, metirte
planning, investments and insurance policies acdme tax management. Personal financial managamt process of
planning spending, financing, and investing to éase the profit and to optimize the financial gitira In order to achieve
the intended goals of a business unit, proper §ii@plan should specifies the financial goals,ctiégs the spending,

financing, investing planévadura, 2007).

Gupta and Jain (2008) on the basis of an all-India survey of 1463 howo$ddh found the
preferences of investors among the major categarefinancial assets, such asvestment in shares,
indirect investment through various types of mutiuald schemes, other investment types such as
exchange-traded gold fund, bank fixddposits and government savings schemes. The stadyges
interesting information about how the investorstade towards various investment types are rel&ettheir income and
age, their portfolio diversification practices, atite over-all quality of market regulation as vieiey the investors

themselves.
Tax Literacy

This section discusses the scant literature availah tax literacy. Very few studies have been
carried out all over the world on tax literacy. Mgshe previous studiediscuss the relationship between

tax knowledge and tax compliance behavior.

Lewis (1982)studied the impact of increased tax knowledge tttudes towardsaxation which
might have a significant impact on tax complianide. found that theres insufficient knowledge about tax
regulations and because of this people exmobit-compliance behavior. He pointed out that, lewel

of tax knowledge has @rrelation with negative attitudes towards taxatio

Harris (1989) in his study divided tax knowledge of respondeint® two categoriesnamely,
knowledge which has been received through commorfoonal educationsystem and knowledge

specifically directed at possible opportunitieet@de tax.
Measurement of Financial Literacy

Financial literacy has been studied from differeagpects. Governmergntities, private
organizations and individuals have conducted swweydifferent countries to measure financial bigy

level of their population.

The following twoapproaches to measure the level of financial litgramongst the population has

beenfound:
e Self-assessment approach

* Objective test approach
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Under the self-assessment approach respondentaséaxl to self-assess thdinancial
understanding and ability to deal with financialttees. They are asked to evaluate their finandatdcy
skills and also to provide information regardingithattitudes towards financial decisions and knowledge
This approach has been used Igppeli (2010) He performed an international comparison of firiah
literacy level,among executives in 55 countries. The results stgipat, financial literacy varieguite
substantially among countries, and its level depemrd educational achievemeartid generous social security

systems in the country.

Self assessment approach of measuring financexkaly has not gained muatceptance
amongst the researchers because of the fact $@tndents try to over assess their knowledge regard
financial matters and also try to portray positfimancial attitudes and behavior. Thus, bias hanbe

found if the measurement tifiancial literacy has been done on the basis lbfassessment approach.

The second approach of measuring financial literigcthe objective test approactnder this
approach, objective test in the form of multipleoide questions is given to the respondents. Basethe
score obtained in the test, the level of finantitafacy of respondents is gauged. The objective test measur
the respondents’' knowledge tine different areas of personal finance, resporsdantderstanding of
various financial concepts and respondents' ability to wpfshancial numeracy skills whilgaking

decisions relating to finance.
Measurement of Financial Products

A number of research studies have been undertakbmia and abroad to identify the investment

behaviour of retaiinvestors and households.

Gupta et al. (2001)studied the Indian household investors' preferenfigsire intentions and
experiences and found that bonds were regardeadh &asvastment forthe retired people but that did not
have much appeal for young people. The mapkstetration achieved by mutual funds was foundeo b

much lower than equity shares for all age classes.
Measurement of Tax Literacy

Very few studies have been carried out all over w#ld on tax literacy. Mostly the previous

studiesdiscuss the relationship between tax knowledgetaxn@dompliance behavior.

Chattopadhaya and Das-Gupta (2002)n their study, focused on the influencecofmpliance costs
on compliance behaviour of individual tax payerdndia. The mairfindings of the study are that, there
appears to be a relationship between saoraponents of compliance costs, including bribes] a
compliance which have a negative effect on tax meee The compliance costs may positively affect
compliance whereas bribes and use of tax advisor atwersely affect compliancd.he major policy
suggestion from this study is to reduce the commgkacost of return filers, to reduce the scopeataridance
and implementation of more extensive T@Bd also to lower TDS threshold wherever possiblehghat

third party complianceost do not increase greatly.
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Kasipillai (2002) commented that, tax knowledge is an essential esi¢nim voluntarycompliance

tax system. Without tax knowledge, it becomes diiffi for tax payers teomply with tax laws.
Few Initiatives taken by the Government are highlignted as follows

Financial literacy is the main tool for promotingpencial inclusion in the country. In order to bbagp the
financial literacy, the government of India hasred various schemes to encourage people to paittcip the process of
capital formation by encouraging them to take upirggs and investments activiti€Prasad et al., 2014) There are
several schemes introduced by the government wtigctly or indirectly promotes the financial suppeand literacy

among the people of the society.

Financial Literacy and Credit Counselling Centres FLCC): In order to spread the financial inclusion in the

country, the government of India establishes FLE@Give free financial literacy/education in the noy.

Beti Bachao, Beti padhao YojanaThis is a Government of India scheme that, aiongenerate awareness and

improving the efficiency of welfare services, metortwomen.

Sukanya Samridhi Yojana (Girl Child Prosperity Schane)- the scheme primarily ensures equitable share to a
girl child, in resources and savings of a famitywhich she is generally discriminated as agaimsake child. This would

ensure the financial support to females, which giilkourage the financial literacy as well.

Pradhan Mantri Jan-Dhan Yojana- One of the biggest steps, taken by governmenntarmce the financial
inclusion in the country is the launch of PMJDY.idt a national mission on financial inclusion, empassing an

integrated approach, to bring about comprehengmam£ial inclusion of all the households in the rioy.

Objective of “Pradhan Mantri Jan-Dhan Yojana (PMJDig, ensuring the access to various financialises
like availability of basic savings bank account;ess to need based credit, remittances faciligyramce and pension to
the excluded sections i.e. weaker sections & laeine groups. This deep penetration needs finaliteiedcy, among the
people. Hence, special arrangements are being mgdbe government, for spreading financial knowkedgp that

financial inclusion can be made possible.

Establishment of NCFE The National Centre for Financial Education (NGFEas been set up to implement
National Strategy for Financial Education (NSFE)der the guidance of a Technical Group on Finaraoielusion and
Financial Literacy of the Financial Stability ané&2lopment Council (FSDC), which would cater tosattions of the
population in the country. It comprises of the esmntatives from all financial sector regulatoes Reserve Bank of India
(RBI), Securities Exchange Board of India (SEBhsurance Regulatory and Development Authority afidn(IRDAI),
Pension Fund Regulatory and Development AuthoRRDA) and National Institute of Securities Mark@isSM).

The main role of NCFE is to create financial edioscatmaterials and conduct financial education cdagmsa
across the country for all sections of the popafatlong with awareness campaigns at differentidefee existing and

potential customers so as to improve their knowdedaderstanding, skills and competence.
Instruments for Enhancing the Personal Finance inndia:

Although several initiatives are taken by governtnfen spreading financial education across the tquryet

there are several issues faced by the people dubith they are unable to acquire financial edacati
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Hence following measures are suggested for enhgficiancial literacy level in India:

Training - Training is one of the best measures that shbeldised to inculcate the habit of learning financia
terms. People with low level of family income amavllevel of education benefit significantly frometitraining imparted
(Agarwalla et al., 2013).Most of the people feel hesitant, while dealindiimancial matters because of lack of training.
Hence, from time to time, training programs shdwddorganized specifically for women, so as to nthken more capable

while dealing with their finances.

Financial awareness and EducationPeople require multifaceted financial skills tha¢ knotted with their life,
livelihood and businesses this include skills irdgeting, savings, understanding financial servickehit management,
financial negotiation skills and investments. Herbey must be taught the financial terms throughrfcial awareness
programs and courses. Financial education progsfimgld focus particularly on important life-plangiaspects, such as,

basic savings, debt, insurance and pengiDas, 2007).

Establish nearby Institution- Distance is another challenge faced by peoplmasy financial institutions are
located far away from where they live. To deal witts challenge, banks, post offices, insurancepzomes etc. must open
their branches nearby the residential accommodalibis also presents additional income opportusifee women who

are recruited as bank agents.

E-learning- E-learning can be another powerful educationall tfor training, knowledge sharing, and

international best practices.

In India, women are supposed to be the home matklgr and are not given independence to be the dart o

financial matters. Hence, cultural change is ne¢deshsure wider financial literacy among women.

Cultural change- The major problem being faced by Indian womeihis male dominating society. “A lot of
women don't have reliable ways to learn about morehey just do what their families do” — Focus gpoparticipant,

Literacy DuPage.

More benefits to women Women would feel allured to indulge in financadtivities, if they will be offered
financial services with more lucrative benefitsts@as low rate of interest on loans, high rate tdrigst on deposits, tax
benefits etc.

Many institutions, such as banks, are providinchskind of benefits but they are not sufficient toract more and
more women investors. Women need to have the aputytto seek out and use financial informatiorthéy are to
improve their financial literac¢Mathivathani and Velumani, 2014).Hence, efforts must be made by the government, to

provide more benefits to women and open more oppitigs, which would encourage them to be moreniirally literate.

Establish more women oriented UniversitiesThe financial literacy among the women can beagy with the
establishment of more universities. There are ¥y universities in India, that are spreading ficiahawareness among

the women, such as Banasthali Vidyapith, but maoh $nstitutes are needed.
Research Priorities

Through analysis of existing research, this study llentified a crucial need for researchers toleynplear,

consistent criteria when defining and measuring@aal finance. Indians would certainly benefit frgneater knowledge
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and self-efficacy relative to personal finance. ¥# understand very little about how wealthy féigg become wealthy
over time, or whether aversion to risk and williege to use more complex investment instrumentig @ function of
who you know and what you’'ve experienced than yooate set of preferencetane Schuchardt,Sherman D. Hanna
(2008)However, it will remain impossible to evaluate asbess financial literacy in India until officiatesearchers and
other experts embrace common conceptual and opeaatiefinitions.

The Following Research Questions were Identified, & in Rank Order

* What are the core principles of personal finaneg évery consumer needs to know, and what evidexises that

current standards are effective in helping peopdeh their financial goals?

 What are reliable and valid measures of the sudoessancial education, and what measures shbaldsed to

document success for various financial topic asgaktarget audiences?

* What is the most effective mix of financial eduoati decision framing, and regulation to improveafinial well-
being?

» How do socialization factors, including conflictingessages, influence and affect household finabelahvior?

 How do financial socialization and education pr@essvary by gender, life stage, race, socioeconstattis,

education and ethnicity?

It is the collective hope of the Financial Literaamyd Education Commission and the scholars whocdest their
time, expertise, and passion to this process thatrésults of the symposium guide important re$easer the next
decade. Only by affirming and adding to the sciebese for financial literacy and education can thiserging

interdisciplinary professiorSchuchardt, et. al., 200y gain appropriate notoriety and respect for rakeeaand rigor.

Very few research studies have been carried out in devegjopaountries like India. Target
population in most of the studies is college stuslenther than adult population. Velgw studies used all
the areas of personal finance in order to meadwadetvel offinancial literacy. No attempt has been
made in existing research to link financldéracy with financial product awareness and et
behaviour of salarieghdividuals. Personal taxation knowledge i.e. tésrhcy has not been measured by
any of the earlier studies carried out in Indiamteat. The present study can be considered as one
among the many bricks that will be required to geidhe gappetween research needs and efforts made so
far.

CONCLUSIONS

Personal Financial planning research has made tréons strides in the past several decades. PerSimaice is
a component of human capital that requires a palgnttnormous expense of time and effort to gaimarginal
improvement in investment ability. The estimatedsent value of benefits received from additionalvidedge will vary
by wealth level and initial knowledge, and the rastied costs will be a function of ability, intereahd experience. It

should be expected that the majority of financis@takes are made by those who perceive the higlsstto financial
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education or the least benefit. The common reseageimda discussed presents opportunities for agdicollaboration
and development in the area of financial literangl aducation. Continued interdisciplinary studytto$ field, as outlined
by the symposium results, is essential to furtmeteustand financial decision-making and behaviod, develop education
and other interventions that result in positiveafinial outcomes for individuals, families, and stgias a whole. It is
likely that people will have less education, lessaith, lower earnings, and be more isolated fromdost information
sources. The millennials are economically morevacttompared to their predecessors, but are alse fraile in dealing
with personal finances. All stakeholders includoansumers must work in conjunction for financiakdacy, through a
combination of innovative strategies. If so, thaeptial welfare benefits to be gained by increafeancial education,

securities regulation, and information disclosueimmense.

To date, there are wide variations in the methadkraetrics being used to document program impact,nraany
in the research community are still grappling vifte fundamental question of how to define progratsss. Since the
importance of having both personal financial litsreskills and knowledge is expected to grow, peasdimance will
continue to be a prominent research topic botmdtial and overseas and it is predicted that thesfadli lean towards the
implementation and evaluation of strategies to owprthe financial literacy levels of certain colkoof populations where
a lack of financial knowledge and skill has beeentified by previous research. Because financiatdcy has become
increasingly important for the economic wellbeinfjtiee nation’s future (CBF, 2004b), it is importahiat it can be

explicitly linked with financial behaviour, and t@mfinancial success and sustainability.
REFERENCES

1. Alessie, Rob, Annamaria Lusardi, an d Maarten vaoijR2008. Financial Literacy, Retirement Planniagd
Household Wealth. NBER Working Paper, No. 15350.

2. Ariely, Dan (July 200% "The End of Rational Economicdiarvard Business Review. Retrieved 28
September 2015.

3. Behrman, Jere R., Olivia S. Mitchell, Cindy K. S@md David Bravo. 2012. “How Financial Literacy afts
Household Wealth Accumulation.” American Economiview 102 (3): 300-304.

4. Bowen, C. F. (1996) Informal money management diturtaPerceptions of teens and parents. Consumer
Interests Annual, 42, 233.

5. Chattopadhyay, Saumen and Arindam Das-Gupta (200B¢, compliance cost of the personal income takita

determinants”, New Delhi: National Institute of Rall-inance and Policy.

6. Chitra, K. and Sreedevi, V. (2011), “Does persdpdiaits influence the choice of investment?” Toé Journal

of Behavioral Finance, Vol. 8 No. 2, pp. 47-57.

7. Christelis, Dimitris, Tullio Jappelli, and Mario eala. (2010). “Cognitive Abilities and Portfolio Gice,”
European Economic Review 54, pp. 18-38.

8. Collins, J.H., Milliron, V.C., and Toy, D.R. (1992peterminants of tax compliance: A contingency rapph.

The Journal of American Taxation Association, 14(2)29.

9. Das, V.S. (2007). Financial Literacy: Reserve Bahlndia's Initiatives. CAB Calling, 16-19.

| NAAS Rating: 3.10- Articles can be sent teditor@impactjournals.us




The Importance of Personal Finance today: A Discugsn of Concepts and 129
Competence of Financial Literacy Education in India

10. Danes, S. M., & Hira, T. K. (1987, Winter). Moneyanagement knowledge of college students. The Jbafna
Student Financial Aid, 17(1), 4-16.

11. Dewey, Michael E.; Prince, Martin J. 2005: Mentadaith. In: Bérsch-Supan, Axel; Jurges, Hendrik (Eds
Health, Ageing and Retirement in Europe - FirstuResfrom the Survey of Health, Ageing and Retiremi&
Europe. Mannheim: MEA Eigenverlag: 108-117.

12. Grable, J. E., & Joo, S. (1999). Financial helpks®agbehavior: Theory and implications. Financiau@seling
and Planning, 10, 14-25

13. Guiso,Luigi, and Tullio Jappelli(2008), ‘Financikiteracy and portfolio diversification.” Technical
Report, CSEF Working Paper 212

14. Gupta, L.C., & Jain, N. (2008). Indian Householdisvestment Preferences: The Third All India investo
Survey. Conducted by Society for Capital Marketd2@sh and Development

15. Harris, T.D. (1989). The effect of type of tax kredge on individuals’ perceptions of fairness andhpliance

with the federal income tax system: An empiricaldst PhD Thesis, University of South Carolina

16. Candida A Quadros & Jennifer Maria Quadros, ExplpiCritical Quality Factors in Management Educatian
Empirical Study, International Journal of Businddanagement & Research (IJBMR), Volume 4, Issue 2,
March-April 2014, pp. 15-24

17. Kim, J., Kwon, J., & Anderson, E. (2005). Factoetated to retirement confidence: Retirement prejmarand
workplace financial education. Financial Counselargd Planning, 16(2), 77-89.Kozup, J., & HogarthMJ
(2008). Financial literacy, public policy, and cangers’ self-protection-more questions, fewer answéahe
Journal of Consumer Affairs, 42(2), 127-136.

18. Kumar, S. and Anees, M. (2013). Financial Liter&ckducation: Present Scenario in India. Internaialournal

of Engineering and Management Research, 3(6), 83-87
19. Lewis, A. (1982). The Psychology of Taxation. OxfoMartin Robertson.

20. Lusardi, Annamaria and Olivia S. Mitchell. 2006&irfancial Literacy and Planning: Implications foetRement

Wellbeing.” Working Paper, Pension Research Couli¢ilarton School, University of Pennsylvania.
21. Madura J., (2007). Personal Finance, Pearson Hdocétc.
22. Mandell, L., & Klein, L. S. (2007). Motivation arfthancial literacy. Financial Services Review, 166-116.

23. Mandell, L (2008). Financial knowledge of high sohseniors. In Jing J. Xiao (ed.), Advances in Goner
Finance Research (pp. 170-171). New York: Sprifgddlishing.

24. Mandell, L. (2009). Financial education in high soh In Annamaria Lusardi (ed.), Overcoming the iSgv
Slump: How to Increase the Effectiveness of FinanEducation and Saving Programs (pp. 257-279)cddju:

University of Chicago Press.

Impact Factor(JCC): 3.6586 - This article can be danloaded from www.impactjournals.us




| 130 M.Sathyapriya & R.Nandagopal |

25. Nagpal, S & Bodla, B. S. (2009). Impact of Investdifestyle on Their Investment Pattern: An Emgati Study.
The Icfai University Journal of Behavioral Finan6é¢2): 28-51.

26. National Council on Economic Education (NCEE), 208&rvey of the States: Economic and Personal Egan

Education in our Nation’s Schools in 2004, NatioGalncil on Economic Education, March 2005, NewRYor

NAAS Rating: 3.10- Articles can be sent teditor@impactjournals.us




