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Abstract:

The article studies how financial literacy can cause a positive change in a person's financial
behaviour and ultimately contribute to financial well-being. When financial literacy does not
influence financial behaviour, the focus should be given to the regulation of investment products
and consumer goods. Financial regulatory awareness is a key factor in defining finance literacy in
its true sense which remains an unexplored area of research. A review of literature has been done
showing how financial literacy is usually measured across the globe as well as the need for
regulatory awareness quoted in other literacies. Although perceived financial policy regulations
are seen as an important topic of financial research, there are no studies on the same in the literature.
Because of complex financial products and changing financial landscape, regulatory awareness
along with financial advice is an added advantage in the case of personal finance. Better financial
advice along with regulatory awareness can lead to improvements to an individual’s financial well-
being.
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The financial system consists of institutions that work to promote the exchange of funds on
structured rules and practices. Promoting financial and economic stability, safeguarding deposits,
promoting efficient capital allocation, providing broad access to financial products and services,
and making payments are just a few of the many roles that the financial system plays in
society(Wyman 2014). The financial system, with increasingly complex products and services, has
increased interest among young people for money management (Van Rooij, Lusardi, and Alessie,
2011; Lusardi, 2015; Potrich et al., 2015; Garg and Singh, 2018; Potrich and Vieira, 2018).
Accessibility at affordable prices to those products and services is always a global issue along with
the major policy concern, financial inclusion. Financial Inclusion is defined as " The process of
ensuring that disadvantaged people, such as poorer sections and low-income groups, have access
to financial services, timely and sufficient credit where appropriate at an affordable cost "
(Rangarajan 2008). Financial inclusion would aim at creating demand for financial products that
may be easily attainable if individuals are financially literate. In its vision statement, the National
Strategy for Financial Inclusion 2019-2024 mentions that financial literacy is an unavoidable
component for making financial services easily accessible to everyone.

Gone are the days in which bank managers need to visit the plot of the client to grant a loan.
Now it is a matter of just one click to see a person's Cibilscore. An individual should be aware of
the Cibil score-related regulations so that he/ she can navigate the financial system for loans to be
made available. An individual to navigate in a complex financial environment and to ensure
financial well-being, regulatory awareness along with knowledge of simple and complex financial
products, retirement and savings benefits and the role of financial decisions in financial behaviour,
are essential. To date, financial literacy has been evaluated across two concepts: financial
knowledge and skills. Besides understanding the basic concepts and the ability to use that
knowledge, knowing the rules of the game is also essential.

The success of financial literacy efforts rests on financial well-being(Huston, 2010;
Measuring Financial Literacy: Results of the OECD / International Network on Financial
Education (INFE) Pilot Study, 2012; Lusardi and Mitchell, 2014).Researchers till date viewed
financial knowledge, borrowing, savings, investment, retirement, financial decisions, financial
confidence, objective and subjective financial literacy as dimensions for measuring financial

Page 226



Indian Journal of Adult Education ISSN: 0019-5006

Vol. 81, No. 4(VI) October-December 2020
literacy(Huston, 2010; Remund, 2010; de BassaScheresberg, 2013; Nejad and Javid, 2018;
Rodrigues et al., 2019). After reviewing the literature till 2019, none of these studies leverages
regulatory understanding as an element in assessing financial literacy.

There are different types of literacies like computer literacy, civic literacy, health literacy,
school literacy, information literacy, media literacy, etc. (Kapur 2019) has said the legal dimension
of digital literacy should be recognized, valued and complied with. According to (Stordy,
2015)literacies play a significant role in determining the overall well-being of individuals. The
study aims to build an inclusive method, capturing regulation in financial literacy. Also, the study
attempts to find out the relevance of financial advice.(Hung, Parker and Yoong, 2009) studied low-
literacy investors face difficulty in understanding complex financial products. Hence they may
seek the help of advisors. On the other hand, (Calcagno and Monticone, 2015)stated investors with
high financial literacy, demanded more professional financial advice. Lack of financial literacy as
a potential factor for lack of diversification in the portfolio(Guiso and Jappelli, 2008) (Chauhan,
2020) highlighted the importance of financial literacy in recognizing the value of advice. Sound
financial literacy is necessary for any direct regulatory intervention, or else it may backfire. Here,
previous research seeking to conceptualize and assess financial literacy is reviewed. SEBI has
instructed colour codes to be used for mutual fund schemes. The problem here is how far the
individuals are conscious of this in determining the appropriateness of financial instruments on
their own.

Method

The study surrounds a general search for literature and an individual review of top rated
journals issued under ABDC list. Searches were carried out in January 2020 in which financial
literacy was searched for as a term without other limitations. Articles were initially searched with
financial literacy in the title. Then, they were judged by their abstracts and if the nature of the
article remained uncertain, the text of the article was obtained and quickly read to establish its
importance. 38 articles were obtained, of which they were discarded for replicated papers and
papers that were not relevant for the current study. Thus in total, 15 articles were found to be useful
for the study. The author does not claim that the literature review is all-inclusive articles on
financial literacy. The paper was presented before a panel of experts who have already took PhD
in personal finance. Their suggestions were also incorporated while perfecting the article. The
study also covered literacies from other domains. Articles were initially searched for ‘regulation’
or ‘legal’ aspect. Similarly the abstract were gone through to match with the purpose of the study.
Those that did not speak about the need for regulation were set aside. Thus out of 25 articles, 19
were set out to match with the objective.

Table 1 Articles on financial literacy included in the study

Number

Year of
articles

2008 1

2009 2

2010 2

2012 1

2014 1

2015 3

2017 2

2019 2

2020 1

Table 2 Articles from other literacy domain included in the study

Number

Year of
articles
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Review of Literature

(Huston, 2010)defined “Financial literacy as a measure of how well an individual can
comprehend and use knowledge related to personal finance”. The author used the following four
variables as degrees to measure financial literacyl. Money basics 2. Borrowing 3. Investing 4.
Protecting resources

(Remund,2010)defined “Financial literacy is a measure of the degree to which key financial
principles are understood and the capacity and confidence to manage personal finances through
relevant, short-term decision-making and reasonable, long-term financial planning, while being
aware of events in life and shifting economic circumstances”. The operational definition fell in the
following f our categories.1. Budgeting 2. Saving 3.Borrowing and 4.Investing
(Thorn, 2009)OECD has defined “financial literacy as a combination of awareness, knowledge,
skill, attitude, and behaviour necessary to make sound financial decisions and ultimately achieve
individual financial well-being”.

Financial well-being is defined as “the perception of being able to sustain current and
anticipated desired living standard and financial freedom”(Briiggenet al., 2017).

Financial behaviour is dependent upon 3 factors: actual knowledge, perceived knowledge
and financial skills(Hung, Parker and Yoong, 2009). FL predicts or measures an individual’s
planning behaviour. Financial literacy and materialistic attitude of an individual influences
financial behaviour(Gardarsdottir and Dittmar, 2012)

(Atkinson and Messy, 2011)The authors make use of the definition given by OECD: *The
study was conducted across 12 countries with questions based on financial knowledge, financial
attitude and financial behaviour using personal interview approach and online self-completion
survey; aimed at finalizing survey instrument to assess financial literacy.

(Jian Xiao et al., 2014) financial literacy was measured using objective and subjective
financial knowledge; financial behaviour was scrutinized under risk paying and borrowing
behaviour. The findings showed that subjective financial knowledge (p=.000) had a greater impact
on financial behaviour.

(Faulkner, 2015)a systematic review of financial literacy in library science studies
considered financial literacy skills as basic information and computer or digital literacy is essential
to navigating in an uncertain financial environment. A financially literate may be defined based on
the individual and circumstantial list of skills.

(Kamakia, Mwangi and Mwangi, 2017) A financially literate person enjoys greater financial
well-being than a less literate person in a critical literature review. The study adopted the concept
given by the OECD for financial literacy.

(Kadoya and Khan, 2019)Financial literacy is defined as the ability to understand the
implications of interest, inflation, risks, and diversification. To study the determinants of financial
literacy in Japan, apart from demographic and socioeconomic factors, psychological variables
namely financial satisfaction, future orientation and anxiety about life in old age were also
considered. A two-stage stratified random sampling, with a sample size of 3905 among the age
group 22-78 was contacted through visits & placement surveys. Among the demographic features
such as age, gender and education, gender appears to be most significantly related to financial
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literacy. The relationship between financial literacy and age does not hold good. There is less
financial literacy among younger and less educated people. The education of respondents and
partners has a positive effect on financial literacy, while the education of parents does not influence
financial literacy; economic factors (income and assets) are positively linked to financial literacy.
Employment status does not affect financial literacy whereas occupation is positively related to
financial literacy. People’s outlook towards the future is a predictor of financial literacy. Financial
satisfaction is statistically significant, but not found economically significant. No evidence to
support that financial literacy is affected by anxiety about life in old age. However, theoretical
evidence suggests that high anxiety affects financial behaviour.

(Lusardi, 2015) the study followed the definition given by OECD. The study used 3
dimensions for designing the assessment. 1. Content 2. Processes 3. Contexts. Four content areas
were identified: money transactions, managing finances, risk and reward and financial landscape.
Processes include identifying, analyzing, evaluating and applying financial information. Context
included demographic factors(education, work, home, family).

(Rodrigues et al., 2019) The study looked at the determinants of banking complex financial
products and investor’s self-assessment of financial literacy. the study found that performing in
complex high risk products based on own judgments is more likely to lose money. Women
performed better in investment in complex financial products than men. However, in detailed
analysis, they have severe financial literacy difficulties.

Other Literacy Domain

(Ju, Ohs, and Park, 2019)The study examined the effects of regulatory knowledge about
DTCA (direct-to-consumer prescription drug advertising) concerning knowledge of drug's health
risk. A sample size 0£264 U.S adults was considered for the study. The study found that regulatory
knowledge enhanced consumer's response to risk information.

(Stordy, 2015)Different domains of literacies like civic literacy, health literacy, financial
literacy, information literacy, media literacy, ICT literacy are influential in determining the overall
well-being of an individual. Regulatory and policy agendas have promoted an autonomous
perspective of literacy especially concerning digital literacy, media literacy, and recent media and
information literacy.

The health literacy approach in the Netherlands specifies the rights of patients to strengthen
vulnerable patients and their legal rights about informed consent(Kickbuscher al., 2013). The study
depicts the need for awareness of the rights of patients. For example, it is essential to get the
patient's consent for a drug trial. This awareness of regulation will help the patient to navigate the
process quite easily.

Table 3 showing evidence from other literacies

SN/ Title Author Z:;l;t:ll Summary
comput
er,
vernacu
?ifgji tal The author highlighted the need
Dr. Visual,’ for tlegtal us’e of .mformatc;ori }‘;0 '
i protect one's privacy and other's
1 Ei}gf;c(;f 523};;12;01 IS;:c(l)i(;L information. It is necessary to
5) health’ cc.m‘sider legal aspec‘ts in the
emo ti(;n digital world, qspemglly w1th'
al, respect to published information.
cultural
and
moral
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Discussion

The study attempts to ascertain whether awareness of financial regulations can improve financial
literacy that ultimately leads to financial well-being. Regulatory knowledge of financial products
and services will contribute to improved management of financial capital. Investors will need
professional advice and support from the regulators at the same time. Due to financial regulatory
understanding with the help of financial advisors, there can be a drastic change in a person's
financial conduct.
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