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Role and Contribution of RBI in Financial Literacy

Mr.Shivaji . Kakade
Assistant Professor and Ilqad,
Dept. of [Fconomics,
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1.0 Introduction:

= _—y . . . 5 ¢
c;*.unln-.]lllnlaljlcml‘ thelusion enables improved and 1.“:.““ sustainable economic nd SUC‘lﬂl cf.fr;t{|l?l[:21|:;;s?gl:];f
5. % 1¢Ips in the empowerment of the underprivileged, poor and women ol the som;l}'_ ; %85 Tth
m.n.kmg e SCI.[-.sumcimll and well informed to take better financial decisions. Financial :ﬂdl{sm“ : Cﬁo:]ﬂ s
o e i of o roups s el eon f 1 iy o e ELT
wphecd £ cnl o t:c_w access lo ﬁn:u}-::na_l scrvices such as s.nvmgs :md_ pﬂ):“l‘!‘lcn { .. 1 sorvices which
pensions cte. Also the objective of financial inclusion cxercise is easy availability of financial SErvi¢ ok
allows maximum investment in business opportunities, education, save for relirement, insurance against ns 5,
etc. by the rural individuals and finms. ide

According to the Planning Commission (2009), financial inclusion refers 10 universal access 10 @ Wi <i
range of financial services at a reasonable cost. These include not only banking products but also G
senvices such as insurance and equity products. The houschold access to financial services includes ar:-::cf‘-_s o
contingency planning, credit and wealth creation. Access to contingency planning would hcl_p for future sa\ m.‘-.!S‘
such as retirement savings, buffer savings and insurable contingencies and access to credit includes Em.c:rgcm:}
103"& housing loans and consumption loans. On the other hand, access to wealth creation includes savings and
mvestment based on household's level of financial literacy and risk perception. .

According to Chakraborty (2011).financial inclusion is the process of ensuring access 10 appropriate
financial products and services needed by all sections of society including vulnerable groups such as weaker
sections and low income groups at an affordable cost in a fair and transparent manner by mainsiream
institutional players.

To sensitise financially illiterate people, financial literacy programmes have been initiatedby the
Reserve Bank in collaboration with commercial banks. Opening multiple channels ofcredit delivery is expecteFl
to improve access 1o institutional credit for excluded people who, in tum, may help bring them within the ambit
of the growth process. Building financial capability through financial literacy is a key component of financial
inclusion. It means providing financial education so that individuals can identify and use appropriate financial
products and services in order to build and preserve their assets over time. There is expectation of making
people better informed, better educated and more confident, able to take greater responsibility for their financial
affairs and able to play a more active role in the market for financial services.

Financial Literacy is essential for improving quality of life It is specifically expected that someone
should know to manage his/her personal finance effectively. Financial literacy is the ability to understand how
money works in the world: how someone manages to eamn or make it, how that person manages it, how he/she
invests it (turn it into more) and how that person donates it to help others. The absence of financial literacy can
lead to making poor financial decisions that can have adverse effects on the financial health of an individual.
Financial literacy is having the knowledge, skills and confidence to make responsible financial
decisions.Management of own fund and utilization of the surplus Funds earned by an individualthrough formal
financial system is the basic need for the sustainable development of the economy, for which financial literacy
is vital. Financial literacy often entail the knowledge of properly making decision pertaining to certain personal
finance like banking, insurance, investing saving and retirement. It also involves intimate knowledge of
financial concepts relating to day to day life of an individual. Currently, there is no standard system to provide
financial literacy to the population in general. Improving financial literacy can have significant benefits for
everyone, no matter what their age or income. By developing confidence, knowledge and skills to manage
financial products and services, individuals will be better able to overcome or avoid financial exclusion. Such
exclusion impacts on the opportunities individuals can pursue their sense of security and their overall emotional
and physical wellbeing. Improved financial literacy can increase economic participation and social inclusion,
drive competition and market efficiency in the financial services sector, and potentially reduce regulatory
intervention. )

Since 2005, the Reserve Bank of India (RBI) and the Government of India (GOI) have been making
efforts to increase financial inclusion. Measures such as SHG-bank linkage program, use of business facilitators
and correspondents, easing of Know Your Customer (KYC) norms, electronic benefit transfer, sepgrate plan for
urban financial inclusion, use of mobile technology, bank branches and ATMs, opening and encpuraging ‘no-
frill-accounts’ and emphasis on financial literacy have played a significant role forincreasing the Wise offormal
sources for availing loan/ credit. Measures initiated by the government include, open BT service
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St di counselling centres, Kisan Credit Card, Mahatma Gandhi National "f";.lll e
sehieme and Aadhag Scheme, These renewed efforts are more focused than the earlier i

¢ peneral ore initiated earlicr, their impact on
:'ihm eeneral i natuge having a much wider scope, Though the measutcs were initiated c1r1|‘:.rr:“in % 1]?:: “ral
am ol population neds to be analysed and reframed in order to understand the present scens

reas, :

centres, cre ployment Guaranlee

< which were

2.0 Objectives of the Study:

«I.' 'l:n study role of RBI in financial literacy
5 ::_n study performance of RBI in financial literacy
3

- 0 overview financial awareness policy of RBI
3.0 Research Methodology of the study:

i i . o srence books
This stdy is purely depending on secondary data. Data is collected from 'v.:lr.:m;s rcﬁ.:zh mmhods'
rescarch articles, reports and websites. For analysis rescarcher used descriptive and analytical resea

4.0 Rnlc_;md Contribution of RBI in Financial Literacy: . . RBL The RBI
Financial literacy is crucial for imparting efficacy to financial inclusion mlnlmm:shuf the .|. o
h.n:‘. adopted a planned, structured. and integrated approach to achicving financial inclusion lI:rnup |In.uf -,‘-,
l:t_cr.jic}'. 718 Financial Literacy Centres (FLCs) have been set up as at the end of March 2013. A total © o
million people have been educated through indoor education to walk in persons and through outdoor n(-:’m e
such as awareness camps, ghostis. seminars and lectures in a one year period from April 201 2 to March 2013. I
has advised all FLCs and rural branches of scheduled commercial banks to conduct a minimum of one outdoor
financial literacy camp every month, to link the financially excluded segment with the bnnkin_g svstem. T'_“'? RBI
has designed a Model Architecture for conducting the literacy camps, which deals the operational ﬂlOdE_!.-!lllCS S0
that it culminates in effective financial access for excluded people.The National Slrnllcg}: for ]-manc_lal
Education (NSFE) will be implemented in a timeframe of five years and aims to establish initial contact with
500 million adults and educate them on key savings, protection and investment-related products so that t!:cy are
empowered to take prudent financial decisions. It also seeks to create awareness about consumer protection and
grievance redressal mechanisms available in the country. ;
As at end March 2015, 1181 FLCs were operational in the country, up from 942 as at end March 2014. During
the period April 2014 to March 2015, financial literacy camps were conducted by 32509 rural branches of
banks and 1.4 mullion and 5.7 million participants opened accounts in the camps organised by the FLCs and
rural branches of banks, respectively. In order to explore innovative and participatory approaches to financial
literacy, a block level CFL project was initiated in 2017 by the RBI across 80 blocks in 9 states. The project is
currently being implemented by 6 NGOs in collaboration with 10 sponsor banks. To create awareness at a large
scale on key topics every year, the RBI had decided to observe one week in a year as “Financial Literacy Week™
starting from 2017. As at end March 2018, 1395 FLCs were operational in the country. During the vear ended

March 2018, 129280 financial literacy related activities were conducted by the FLCs as against 96315 activities
during the preceding year.

i) Financial literacy for Farmers:

The Kisan Credit Card Scheme aims at providing timely and adequate credit to farmers to meet their needs at
the time of crop production (cultivation expenses), besides meeting contingency expenses. It also covers expenses
related 10 ancillary activities through simplified procedures in obtaining loans as and when needed. While 10 per cent
of the short-term limit under KCC can be used for household consumption purposes, it is advisable not to divert more
funds for consumption expenditure. A 4 per cent rate of interest for short-term crop loans up to Rs. 3 lakhs during
201718 (Interest Subvention Schemes as announced by the Government of India from time to time)*. Even when
you have a good harvest, the job is only half done. You need to sell your produce at good prices. If you feel you are
not getting a fair price, store your produce in warchouses against warehouse receipts.# You will get financing from
the bank for your immediate cash needs—the benefit of interest subvention will be available to small and marginal
farmers having a Kisan Credit Card (KCC). This will be for a further period of up to six months post-harvest and at a
rate of 7 per cent* against negotiable warchouse receipts for keeping their produce in
warchouses.PradhanMantriFasalBimaYojana (PMFBY) provides a comprehensive insurance cover against crop
failure, thus helping in stabilising the income of fanmers and encouraging them to adopt innovative practices.Once
the central/state Government has declared your arca as affected by a natural calamity (e.g., cyclone, drought,
earthquake, fire, flood, tsunami, hailstorm, landslide, avalanche, cloud burst, pest attack and cold wave/'frost), and if
the crop loss is assessed to be 33 per cent or more, it is imperative that you approach the branch of your bank that has
provided you the loan, as your repaying capacity gets impaired due to the damage caused by the naural calamity,
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ii) Financial literacey for 12
- racy for Entreprencurs: i St ‘
il “I\(;:Li:_n;?mrlcpr-.-nmus can abtain credit facilities for both working capital and term loan ;Cqu;]néll;;;‘l?rz:
sting G ; T.I.‘l.hl C:rnrd (GCC) from the bank. The Banking Codes and Sandards Board of India ( .nicd b;«'
feribed relines for disposal of loan applications that arc complete in all respects and are accorrpa‘ the
as per the *checklist® provided. The banks which are members of the BCSBI have to adhere to th

following:
" t.icsc[i: 1h application for a credit limit or enhancement in the existing credit limit of up to Rs. Jilakhs: 2
v
b.

For eredit limit above Rs. § lakhs and up to Rs 25 lakhs: 3 weeks

_ The Code does no
India (RBI) and b
business, it is oft

. LR A serve Bank of
t replace or supersede regulatory or supervisory instructions issued by the Reserve B

anks will comply with such instructions/directions issued by the RBI from ume 1o H:;’It.i.‘f]:
s t:!n necessary to provide credit, which means to accept payments from cu.-_:lo‘l‘ﬂﬂl's 0“3 ruu-.lr;': rao:hcr
Agreement. When that happens, there is not enough money to buy supplies for the next day snc.pay 9
obhgmmns like rent and wages. The per agreement are called
receivables and the customer w. : 1 situation, when money
from sales is dol
lending ag

payments that are to be received at a later date as
ho is expected to pay at a later date is called a debtor.In sucl _ A
§ delayed, business need not stop for want of funds. The vegetable seller can go to the billll.L and reques
ot anst receivables. The bank provides finance against the amount of receivables after rct_iuctmn ol’mnrgm:
plz:;']:;::_ :Ti:d"'::clll:{] is charged only on the outstanding amount of the lToan.Loans that are availed for a specific
s e are 1o be repaid over a long period (one year and above) are called *Term Loans .
i) Financial literacy for Self-Ilelp Groups: o s ;.
veiifiatin n[}:;ll would like to now open a savings bank account for the SHG. Uu_sh?u it [ the SHG
s the members of the SHG need not be done while opening the savings bank account of the 2175,
The KY'C verification of all the office-bearers would suffice. However, resolution of SHG indicating the name of
Dfﬁccl-bcarcn; authorised to open the account on behall of the SHG is required to be submitted.The bank may
sanction your SHG, a loan based on your total corpus. Suppose your SHG has a corpus of Rs. 10.000 (in the form of
cash balance with the SHG + savings account balance with bank + amount lent to members), the loan amount may
vary from Rs. 10,000 to Rs. 40,000.Generally, as a member of an SHG, you would contribute a fixed amount as
compulsory savings in weekly'fortnightly/monthly SHG meetings. Your capacity to eam and capacity to save would
increase substantially over time and it may be different from the other members of the group. You may voluntarily
contribute more than the fixed amount of savings that the other members contribute. An individual member of a
group can have two savings contributions, one fixed by the group and the second voluntary.You may open an
individual bank account/revive your existing individual basic savings account by depositing your surplus so that your
planned expenditure in the future is met from such savings. Alternatively, you can park your surplus within the SHG
itself in the form of voluntary savings over and above the compulsory savings mandated in the group.The members
of the SHG shall decide the periodicity of the meetings. Such meetings should preferably be on a weekly basis but
can also be on fortnightly/monthly basis, based on the convenience of the group.Full participation by all members in
the group meetings will facilitate stabilisation of the group, which will start working for the benefit and satisfaction
of all.Lending and borrowing is fundamentally based on trust and creditworthiness of the borrower. It is the duty of
the borrower to pay back instalments on time. Delayed payment of instalments results in paying more interest, leads
to bad credit history and makes future borrowing difficult on account of poor credit record’scores. A credit score is a
statistically derived numeric expression of a person’s creditworthiness, arrived at by credit information companies
(CIC), that is used by banks to assess the likelihood that a person will repay his or her debts. A credit score is based
on, among other things, a person’s past credit history. It is a number between 300 and 900—the higher the number,
the more creditworthy the person is deemed to be.
iv) Financial literacy for School Children:
The first step in managing money successfully is being able to differentiate between NEEDS and WANTS.
As we can see from the photos above, NEEDS are a must-have, whereas WANTS are good to have. WANTS can be
postponed and acquired later. When we leam to identify our WANTS and inculcate the habit of postponing those
WANTS, we should be able to achieve most of our financial goals.Budgeting is the art of balancing income and
expenses to ensure that expenses are always less than income. The surplus generated, if any, can be invested for
future needs.An investment is like planting a tree. If monitored regularly and allowed sufficient time to grow, good
returns can be expected.Traditionally, investors preferred gold, land and real estate as investment. Lately, however,
the number of investors choosing financial assets like stocks or mutual funds is on the rise.The popularity of an
education loan option is increasing with each passing year. More students are exploring the option of funding the cost
of their higher education through education loans. Recognising the growing need for education loans, a new portal
has been launched to provide not only information on education loans, but also a single-window application process
to multiple banks.
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) Financig] lllcrm:_\' for Senior Citizens:
'ere are many (ools gy
alled ‘No

‘ . hem is what is
i ailable for estate planning for senior citizens. Most important among t

Mination’,

it

CNs10n accouny can

nsion.
a WILL can supersede a Nomination. No need to open separate a“m‘.{;‘l&g{;rrzzciving
x be transferred 1o another branch or different bank.Existing account can be use d obtain a
J(‘.l‘lS'IGJ‘I.DD remember {o submit your ‘Life Centificate’ to your bank branch in Novcmber_, cvcr_y‘ year an 01—;[ o
jI:ll}' srgnf:d acknow]cdgcment receipt of the same from the concerned bank. In case a pensioner is unable to ? : a e
Life Certificate on account of serious illness/incapacitation, a bank official will visit his/her residence/hospita 'uFir at:
purpose of obtaining he Life Cc"liﬁCalc.‘Jcc\-nnPramaan" — Digital Life Cerlificate using Aadhar and mo i:;:lim;
W“:W'Jcc"'a“pra‘“aan-gov,inh is advisable to keep a joint account with your spouse and have the nom
registered or have “cither or survivor® or ‘former or survivor’ operaling instructions in your account. ou have given
To withdraw your fixed/term deposits prematurely in case of need, you have to ensure that }: deposit. The
the bank a mandate for (he same at the time of making the deposit or at any time during the tenure of the pm—a-.:tivc
Senior Citizen Savings Scheme (SCSS) 2004 is a very good option for retired persons. The SCSS of_l"crfﬂnn aics iy
rate of return and interest is paid quarterly. The interest received will be subjected to tax at ﬂPPhc? C r:n a;mu:ll
Investiment is limited to Rs.15 lakhs per person.Fixed deposits are a very good option for those who have s afibis
mcome less than Rs, 5 lakhs, since they are in the 5 per cent tax bracket. Those who have an annu:’.ll incom
Rs. 5 lakhs need 1o Pay 20 per cenV30 per cent tax on the interest income eamed from fixed deposits.

However,

5.0 Conclusion:

Thus RBI and the Government of India hav
study researcher has tried to focus on role and cont
2roup materj

¢ been making efforts to increase financial inclusion. In this
al and implementing various activitic
the country,

ribution of RBI in financial literacy. RBI is PUh‘hSl“‘“'al mr:-;f—r:
s for every section of society to increase financial litcracy 1
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