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Financial Inclusion and Financial Literacy

FinancialInclusion

FinancialLiteracy

Credit Absorption

FLCCFinancial Markets

SUPPLYSIDE

DEMANDSIDE
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Need for TotalProducts and Services

Knowledge ofProducts

Credit AbsorptionCapacity

Appropriate Design ofProducts and Services

Services

Banks


	
Approach to Financial Inclusion:

Structured, planned approach

Bank led Model

Minimum bouquet of products and services
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Minimum bouquet of products and services

Technology driven but technology platformneutral

Combination of Branch and BC structure todeliver Financial
Inclusion


	
Progress of FIP

Particulars March2010

March2011

March2012

Variation(March 2012 over March

2010)

No of BCs/BC Agents deployed 33,042 57,329 95,767 62,725

No of Banking Outlets (villages withpopulation > 2000)

27,353 54,246 82,300 54,947
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No of Banking Outlets (villages withpopulation < 2000)

26,905 45,397 65,234 38,329

Total No of banking outlets in villages 54,258 1,00,183 1,47,534
93,276

a. Through branchesb. Through BCsc. Through other modes

21,47532,684

99

22,66277,138

383

24,7011,20,355

2,478

3,26687,671

2,379

Urban locations covered through BCs 433 3,757 5,875 5,422


	
Progress of FIPParticulars March

2010March2011

March2012

Variation(March 2012 over March

2010)

No-Frill Accounts:a. Number (millions)b. Amount (Rs.
Billions)

50.342.6

75.457.0

105.599.3

55.250.7

Overdraft availed in No-Frill Accounts:a. Number (millions)b.
Amount (Rs. Billions)

0.10.1

0.50.2

1.50.6

1.40.5
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b. Amount (Rs. Billions) 0.1 0.2 0.6 0.5

Kisan Credit Card:a. Number of accounts (millions)b. Outstanding
Amount (Rs. Billions)

15.9940.1

18.21237.4

20.31651.5

4.4711.4

General Purpose Credit Cards:a. Number of accounts (millions)b.
Outstanding Amount (Rs. Billions)

0.925.8

1.021.9

1.327.3

0.41.6

ICT Based Accounts through BCs:a. Number of accounts
(millions)b. Number of transactions during the

year (millions)

12.618.7

29.664.6

52.1119.3

39.5183.9


	
What is Financial Literacy?

The capacity to have familiarity withand understanding of
financial marketproducts, especially rewards and risksin order to
make informed choices
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It refers to the ability to make informedand to take effective
decisionsregarding the use and management ofmoney


	
Why is Financial Literacy important?

A financially literate person can link his need for aproduct or
service with those available within thebanking system

The formal banking system will find a financiallyliterate person
easier to approach

ACA-TM-37 (v2.2-20-Nov-10)
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A financially literate person will seek informationabout
available services to operationalize his financialdecisions and
hence access what is available

Financial literacy builds capacities to make decisionsand take
responsibilities for those decisions


	
Who should be imparted Financial Literacy?

Banks and

PolicyMakers

ACA-TM-37 (v2.2-20-Nov-10)
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Financially excludedresource-poor,

Lower Income GroupsMiddle Income Groups

High Net worthIndividuals

Banks andFinancial

Institutions


	
Who should be imparted Financial Literacy?

FL has to be imparted to everyone in the economy viz.,users and
providers

Users viz., the financially excluded resource-poor, thelower and
middle income groups and high net worthindividuals
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individuals

Banks, Financial institutions and other market players

Policy makers


	
Financial Literacy and Consumer Protection:

To protect consumers is in the interest of service

providers also

The most important area for consumer protection is

pricing of products and services

Pricing should be transparent, non-discriminatory, non-

ACA-TM-37 (v2.2-20-Nov-10)
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Pricing should be transparent, non-discriminatory, non-

exploiting and affordable too

Regulation should ensure formulation of standardized

products and services by all market players


	
FLCC - Origin

1. Working Group to Examine the Procedures andProcesses of
Agricultural Loans (Chairman: Shri C. P.Swarnakar)

2. Working Group constituted by Reserve Bank tosuggest measures
for assisting distressed farmers(Chairman: Shri S.S. Johl)

3. Annual Policy Statement for the year 2007-08,

ACA-TM-37 (v2.2-20-Nov-10)

3. Annual Policy Statement for the year 2007-08,Reserve Bank
advised the SLBC convenor banks onMay 10, 2007, to set up a FLCC on
a pilot basis in anyone district in the State/ Union Territory
coming undertheir jurisdiction and, based on the experiencegained,
the Lead Banks may set up couselling centresin other districts.

4. Mid Term Review - A concept paper on FLCCs &Feedback from
banks.


	
FLCC - Origin

The feedback revealed the following:(i) With the exception of a
few, most of the centres were

not performing the intended role and were promotingthe bank's
products, providing investment advice, etc.

(ii) Most centres were manned only by the bank staffwho, in
addition to their normal duties, acted ascounsellors which often
led to conflict of interest.

ACA-TM-37 (v2.2-20-Nov-10)

who, in addition to their normal duties, acted ascounsellors
which often led to conflict of interest.

(iii) No formal inputs in financial management orattitudinal
training was provided to the counsellors.

(iv) Arm's length distance with the parent bank was
notmaintained by some centres which often gave animpression that
such centres were an integral part ofthe bank.

Model Scheme was formulated February 4, 2009.


	
FLCC: ObjectivesTo provide free financial literacy / education
and credit

counsellingTo provide counselling services through face to
face

interaction; through media like email, fax and mobile,etc.

Education on responsible borrowing; proactive and
earlysavings
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Education on responsible borrowing; proactive and
earlysavings

To educate people on various financial products andservices

To create awareness on the advantages of beingconnected with
formal financial systems

To formulate debt restructuring plans while in distressNot to
act as investment advice / marketing centres


	
Organisation Set-up FLCCs may be set up as trusts / societies
Singly or jointly with other banks Local / Senior citizens of
repute in the boards Serving bankers not to be inducted May be
fully funded initially

ACA-TM-37 (v2.2-20-Nov-10)

Should not be perceived as recovery or marketingagents of the
banks

Public should feel comfortable in voluntarilyapproaching the
centres

Important: to maintain arms length relationship withthe parent
bank and not to be located in the bankspremises. If so, separate
entrance and different lookand feel.


	
Coverage Should adopt segmented approach and not broad based

generalised one Rural: farm and allied activities Urban: Credit
card, personal loans, housing loans, etc. For maximum coverage,
centres may be set up at all levels,

viz. block, district, town and city levels
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viz. block, district, town and city levels SLBCs to plan for
setting up FLCCs at different levels in a

phased manner Lead banks to take initiatives in their districts
Centres not to take up the cases of willful defaultersCharges:
Counselling and debt management services to be free

of chargesInfrastructure: Proper one with adequate communication
and

networking facilities; separate cubicles for privacy
/confidentiality


	
Types of Credit Counselling

Centres could be preventive and curative Preventive:

Awareness on cost of credit, availability of backward and
forwardlinkages

Awareness about repaying capacity Through media, workshops and
seminars Generic financial education module in local language
savings, budgeting,

advantages of banking, risk and returns, time value of money,
products
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advantages of banking, risk and returns, time value of money,
productsand services, insurance, method of calculation of interest,
compounding,etc.

Customers rights under fair practice codes, nomination
facilities,operation of accounts, etc.

May be made mandatory for individual borrowers (fair lending
practices Curative:

Individual debt management plans Debt restructuring plans
Synchronise with RSETIs activities


	
Mechanism Own customers or others customers in distress
Information about FLCC through all the fora of LBS Banks to evolve
trigger points to refer the cases to FLCC FLCC to conduct open
house seminars for group counselling FLCC to assist individual
borrower to negotiate with the bank

concerned It is Banks choice to accept or reject the suggestions
of the FLCC Not to involve in recovery or distribution of money

ACA-TM-37 (v2.2-20-Nov-10)

Not to involve in recovery or distribution of moneyCounsellors:
well qualified and trained counsellors on a full time basis No
conflict of interest ; no bank staff Interface in person, through
email, phone, fax, etc. Also mobile units


	
Mechanism Training to Counsellors At present, knowledge and
skill upgradation is mostly dependant on

the initiative of the individual counsellors. Some training at
the timeof joining is being given by the banks, but this is focused
only on theservices provided rather than a full course on financial
management.

Proper training and skill upgradation is essential for the
counsellorsto keep themselves abreast of the latest developments in
thebanking industry. Training is also required to be provided to
thecounsellors on an on going basis to constantly upgrade their
skills.
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counsellors on an on going basis to constantly upgrade their
skills. The Reserve Bank's College of Agriculture Banking, Pune,
Bankers'

Institute of Rural Development, Lucknow or the training colleges
ofbanks may consider conducting training programmes for
thecounsellors.

Monitoring: Committee headed by RD; banks to provide feedback
regularly Disclosure of information Publicity


	
Study of FLCC - Findings Efficacy of Model Scheme on FLCC and
its

impact on the spread of Financial Literacy inthe country.

Study on the functioning of FLCC - 30 FLCCsin 16 States.

a)All FLCCs are located in Urban and Semi

ACA-TM-37 (v2.2-20-Nov-10)

a)All FLCCs are located in Urban and SemiUrban areas. No FLCC is
functioning in therural areas, where the largest sections
offinancially excluded population reside.

b) Awareness of existence of FLCC among localpopulace is
limited.

c) FLCCs are mostly serving walk in clients,whereas outdoor
literacy drives by FLCCs areexceptions.


	
Study of FLCC - Findingsd) The literacy material available at
FLCCs is

generally the publicity material pertaining tovarious products
of sponsor banks.

e) Even though 53% of the FLCCs are run byseparate
Trusts/Societies formed for thepurpose, these are actually working
as
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purpose, these are actually working asinstitutions of sponsor
banks due to theirdependence for funding and administrativesupport.
Thus, FLCCs are not in a position tomaintain arms- length distance
from sponsorbank as envisaged in the Model Scheme.


	
FLC - Guidelines Objective - scaling up Financial Literacy
efforts

manifold (Cir June 6, 2012)1)Lead banks are advised to set up
Financial Literacy

Centres (FLCs) in each of the Lead District Manager(LDM) Offices
in a time bound manner. This will lead toopening of 630 plus FLCs
in all the districts throughoutthe country.
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the country.2)In addition to the above, banks may consider
setting up

need based FLCs in other locations as well.3)Further, financial
literacy activities will also be

undertaken by all the rural branches of ScheduledCommercial
Banks including RRBs.


	
FLC Simple Messages The Financial Literacy Centres (FLCs)
will

impart financial literacy in the form of simplemessages
like,

Why Save Why Save early in your Life Why Save with banks
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Why Save with banks Why borrow from Banks Why borrow as far as
possible for income

generating activities Why repay in time Why insure yourself Why
Save for your retirement etc.


	
FLCs4. The FLCs and rural branches of the banks would also

conduct outdoor Financial Literacy Camps with focuson
financially excluded people at least once a month.

For the purpose, the help of experienced NGOs mayalso be
taken.

It will be the responsibility of the officer
specificallyidentified for the purpose in LDM offices and rural
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identified for the purpose in LDM offices and ruralbranches of
banks to ensure that misselling offinancial products and services
does not take place.

The officials working at FLCs should be providedtraining in
behaviour orientation so as to enable themto work as effective
trainers along with periodicknowledge up gradation on various
banking productsand services.


	
FL - Material5. In order to facilitate effective implementation
of the

above guidelines, RBI is in the process of preparingStandard
financial literacy material/ training modules,to be distributed to
banks for providing awareness andknowledge of basic banking
throughout the country.

If necessary, banks may also prepare material onabove
illustrative topics in vernacular language usingstories and
pictorial representations to disseminate
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stories and pictorial representations to disseminateinformation
on the four basic banking products i.e.

(i) savings cum overdraft account (ii) pure savings product
ideally a recurring deposit

scheme (iii) remittance product for electronic benefits
transfer

and other remittances and (iv) entrepreneurial credit in the
form of General-

purpose Credit Card (GCC) or Kisan Credit Card (KCC).


	
FL Reporting & Monitoring6. FLCs and rural branches of banks
should

maintain record in the form of a registercontaining details such
as name, gender, age,profession, contact details, whether bankedor
unbanked, details of services availed etc.

The Head/ Controlling Offices of theconcerned banks would
monitor the financial
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The Head/ Controlling Offices of theconcerned banks would
monitor the financialliteracy efforts undertaken by
theirFLCs/Branches through periodic reporting andalso by resorting
to random on-site visits.

They would periodically (at least once in ayear) undertake
impact evaluation of theirliteracy efforts so as to make way
forcontinuous improvement.


	
FL Reporting & Monitoring7. SLBCs/UTLBCs would review the
financial

literacy efforts undertaken by banks undertheir jurisdiction as
an agenda item in theSLBC/UTLBC meetings and

8. Would submit a Quarterly report on the

ACA-TM-37 (v2.2-20-Nov-10)

8. Would submit a Quarterly report on thefunctioning of FLCs to
the respectiveRegional Offices of RBI within 20 days afterthe end
of each quarter, as per enclosedformat.


	
National Strategy for Financial Education- NSFE

Section I IntroductionSection II Assessment of the need of
FESection III Policy DesignSection IV Institutional
ArrangementSection V - Guidance
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Section I IntroductionA. Introduction & Background Inclusive
Growth, Financial Inclusion & FE,

Knowledge & Skill, Freedom fromExploitation, Avoidance of
overindebtedness, Promoting entrepreneurship,Positive Spill-over
effects, Shifting of Pension
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Positive Spill-over effects, Shifting of PensionResponsibility
from State / Corporation toindividuals, Behavioral Change,
DeeperParticipation in Financial Markets, Definitionof Financial
Literacy, Financial Education,Tiered Approach, Trilogy, Key
Components ofFIN LIT, FE, Consumer Protection.

B. Vision, Mission, Goals, Strategic Action Planand
Stakeholders


	
Financial Literacy - DefinitionOECD defines Financial Literacy
asa combination of financial awareness,

knowledge, skills, attitude and behaviournecessary to make sound
financial decisionsand ultimately achieve individual financialwell
being.
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well being.

People achieve financial literacy through aprocess of financial
education.


	
Financial Education - Definition OECD defines Financial
education asthe process by which financial

consumers/investors improve theirunderstanding of financial
products, conceptsand risks and, through information,instruction
and/or objective advice, develop
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instruction and/or objective advice, developthe skills and
confidence to become moreaware of financial risks and
opportunities, tomake informed choices, to know where to gofor
help, and to take other effective actions toimprove their financial
well-being.


	
Financial Stability:

FinancialInclusion

ACA-TM-37 (v2.2-20-Nov-10)
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FinancialStability

FinancialLiteracy

ConsumerProtection


	
Tiered Approach & TrilogyWe need a tiered approach under
National strategy(i)for spreading awareness about basic
financial

products to link them to the formal financialsector

(ii)educating the existing users of financial products
andservices to make the informed choices and

(iii)Ensuring consumer protection for all the users of
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(iii)Ensuring consumer protection for all the users offinancial
products and services.

Based on the above trilogy of needs the key componentsof the
national strategy could be a continuum offinancial
literacy-financial education and consumerprotection.


	
Financial Literacy - Key Components To spread across country
some of the

following simple messages of day to dayfinance.

Why Save? Why invest? Why insure?
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Why insure? Why you will need regular stream of

income post working life pension? Why save or invest regularly
and

consistently? Why insure fully? Why save with banks?


	
Financial Literacy - Key Components Why borrow within Limits?
Why borrow from banks? What is the difference between saving
and

investment? Why borrow for income generating

purposes?
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purposes? Why repay loans? Why repay loans in time? Why do you
need insurance? What is interest? How moneylenders

charge very high interest rates?


	
Financial Education - Key Components a)Understanding the key
financial products one may need

throughout ones life including bank accounts,
insurance,retirement savings plans and securities market
investmentslike stocks, bonds and mutual funds.

b) Understanding basic financial concepts like compoundinterest,
present and future value of money, annuity,investment return, risk,
protection and diversification and soon.
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on. c) Developing skills and confidence to be aware of
financial

risk and opportunities and to benefit from them. d) Making good
financial choices about saving, spending,

insurance, investing and managing debt throughout oneslife: for
example, when getting an education, starting a job,buying a house,
starting a family, getting ready to retire andliving out the senior
years.


	
Consumer Protection Key Components a)Creation of awareness about
district, State

and National Level Consumer protection forasand providing quick
and easy access to usersof financial products and services to
thesebodies
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b) Providing quick and easy access to variousfinancial sector
ombudsmen andstrengthening their network and reach
acrosscountry.


	
VisionA financially aware and empowered India The vision entails
provision of financial

education for all Indians that could enable individuals, at
their level of

need, to understand the role of money in theirlife,
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life, the need and use of savings, the advantages of using the
formal financial

sector and various options to convert theirsavings into
investments,

protection through insurance and a realisticrecognition of the
attributes of these options.


	
Mission To undertake massive Financial Education

campaign to help people manage money more

effectively to achieve financial well being by accessing

appropriate financial products and services
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appropriate financial products and servicesthrough regulated
entities

with fair and transparent machinery forconsumer protection and
grievance redressal.


	
Goals & Objectives of NSFE a)Create awareness and educate
consumers

on access to financial services, availability ofvarious types of
products and their features.

b) Change attitudes to translate knowledgeinto behaviour.

ACA-TM-37 (v2.2-20-Nov-10)

into behaviour.

c) Make consumers understand their rightsand responsibilities as
clients of financialservices.


	
Strategic Action Plan Time Frame : Five Years a) To set up the
structure as envisaged in this document b) To incorporate basic
financial education in school

curricula up to senior secondary level c) Create awareness about
consumer protection and

grievances redressal machinery available in the country d) The
Financial Education to be delivered by trained persons

in a format suitable to each target group with the content
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in a format suitable to each target group with the contentthat
has been developed by rigorous research

e) All the above measures would be undertaken throughvarious
stakeholders including NGOs, civil society and byusing all channels
of mass communication

f) To establish initial contact with 500 million
adults,educating them on key saving, protection and
investmentrelated products so that they are empowered to take
prudentfinancial decisions


	
Stakeholders a) Financial Consumers-Individuals resident

in India b) Financial Market players c) Educational Institutions
d) Non Governmental Organizations

e) Financial Sector Regulators
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e) Financial Sector Regulators f) Government- both Central and
State g) Multilateral international players like

OECD, G-20, INFE, etc.


	
Section IIAssessment of the Need of Financial Education

A. National Survey on Financial Education by differentregulators
through TG of Sub-Committee of FSDC and NCAER

B. Assessment through Complaints and Creation ofComplaint
Repository

C. Assessment of Needs through International Experience D.
Efforts made so far in the field of Financial Education

RBI, SEBI, IRDA, PFRDA, Market players Initiatives onFinancial
Education FLCC, RSETI, Awareness Campaign,
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Financial Education FLCC, RSETI, Awareness Campaign,debt
swapping, participation of top management in OutreachVisits, Stock
Exchanges, Broking Houses, Mutual Funds,Insurance Cos,

It will be necessary to collate all the material developed
bythese institutions and classify it. The cleaned materialsuitably
augmented should form the kernel of knowledgebase envisaged in the
strategy.

E. Mapping of Financial Education Content in the
SchoolCurricula


	
Section III - Policy Design A. Components of Financial
Education1. Basic Financial Education (School Curriculum)2. Sector
Focused Financial Education (Product Neutral)3. Product Education
(Option Neutral) Best Agencies

are respective industry associations IBA, AMFI,FIMMDA, FEDAI

B. Content of Financial Education
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B. Content of Financial Education1.Attitude 2.Financial
Competencies3.Risk Assessment and Confidence C. Financial Education
for the IlliterateAdult education methodologies like Role plays,
charts,

informal discussions, games, and other audio visualmodes of
communication would also be ideal for suchgroups.


	
Section III - Policy Design D. Delivery Channels for Financial
Education1.School Curriculum2.Social Marketing3.Resource
Persons4.Adult Education5.SHGs and Others
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6.MFIs7.Integrated Communication Channels8.Helpline9.Other
Channels Associations of Consumers, Investors,

Policy Holders, Deposit Holders, AMFI, ANMI, SROs,Regulated
intermediaries like Banks, DPs, brokers,PFMs, Annuity service
providers etc.


	
Section IV Institutional Arrangement1.The existing technical
Group of Sub-Committee of

FSDC on Financial Inclusion and Financial Literacyshall be
responsible for periodic monitoring andimplementation of National
Strategy for FinancialEducation.

2.National Institute of Financial Education (NIFE) couldbe a
specialized institute under National Institute of

ACA-TM-37 (v2.2-20-Nov-10)

be a specialized institute under National Institute ofSecurities
Markets (NISM) reporting to the Technicalgroup for implementation
of National Strategy forFinancial Education.

3.Representative of relevant regulators shall be membersof the
NIFE. All regulators shall provide funds andmanpower to NIFE for
implementation of NationalStrategy for Financial Education


	
Section IV Role of NIFE1.To create financial education material
for respective

financial sectors.2.To create and maintain a website exclusively
for

financial education. All the regulators and ministrieswebsites
shall have a link to the NIFE website.

3.NIFE website shall have the details of variouseducation
programmes conducted across the country,

ACA-TM-37 (v2.2-20-Nov-10)

education programmes conducted across the country,financial
education material including brochures, FAQs,videos etc.

4.All educative materials prepared by individualorganizations
shall also be made available on the NIFEwebsite.

5.The website should be a one stop repository for allfinancial
education activities and material.

The website should also be made available in variousregional
languages.


	
Section V - Guidance

Guidance to Regulators Industry Associations Commercial
Financial Institutions &
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Commercial Financial Institutions &MFIs

SHGs / Other Groups Other Authorities


	
Financial Literacy Material - RBI

Cir January 31, 2013 Three things FL Guide - Guidance Note for
Trainers,

Operational Guidelines for conduct of
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Operational Guidelines for conduct ofFL Camps, FL Material in
Hindi / English

Financial Diary Set of 16 Posters


	
Financial Literacy Material - RBI

Review Mechanism - SLBC / DCC Meetings Agenda Item on FLCs
Details of FLCs in Website Review at HO Top Management Review,
Visit, Annual Calender for

FL Camps, Wide Publicity
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FL Camps, Wide Publicity Use FL content in various forms, plays,
skits, videos,

films, publish in local languages Guidance Note:- FL Camps
Mission Mode Two Essentials Literacy and Easy Access Involve local
Govt officials and NGOs with proven

record


	
Financial Literacy Material - RBI

Operational Guidelines FL Camps Annual Calender by FLCs / Rural
Branches FL camps in Three Stages / Three Months / Three

Sessions of minimum two hours each / Visit fordelivery of
cards

Session 1 create awareness on financial concepts,
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Session 1 create awareness on financial concepts,advance
publicity, display of charts and posters, list ofparticipants,
cover the topics on financial planning,difference between formal
and informal sources ofborrowing, distribute financial diary
advising them tobring it for next session, announce the date
forSession-2, inform about introducing BC, opening ofbank A/cs,
bring the documents required, permanentdisplay of posters and
charts


	
Financial Literacy Material - RBI

Session 2 After one Fortnight Introduce BC, relationship of BC
with Bank,

advantages of BC, availability of banking servicesthrough
BC.

Demo of ICT Device Check Financial Diary
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Check Financial Diary Features of Basic Banking Savings Account
Enrollment Time taken for opening A/cs and issue of cards. Visit
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