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ABSTRACT

Organization for Economic Cooperation and Developndemarcated financial literacy as a combinatién o
financial awareness, knowledge, skills, attitudd bahaviors necessary to make sound financial idesisnd ultimately
achieve individual financial wellbeing. The issuUefinancial literacy is of greater concern in degd countries than the
developing nations. Financial literacy gained faoren importance after the financial distresses apdoime the
pre-requisite with the objective to avoid finanaiakes by attaining financial stability. The aiftloe study is to assess the
level of awareness of financial literacy among ithiero entrepreneurs of district Kangra of HimacReahdesh. A survey
methodology will be used to accomplish the objexgiof the study. Structured questionnaire will lesighed as an
instrument to evaluate the level of financial ktey. Collected data will be tabulated using Micfogfxcel. Descriptive
and inferential analysis will be used to examine tbxtent of awareness regarding financial educatarmong

micro entrepreneurs.
KEYWORDS: Financial Literacy, Financial Distress
INTRODUCTION

Aftermaths of global financial distress stimulatbd area of financial literacy for policy makersass the globe.
Financial literacy impart knowledge regarding thek iand return of financial products to the usard providers of these
products. Financial literacy become the pre-retpiigiith the objective to avoid financial crises afaining financial
stability. This knowledge of financial concerns g®lin hedging the risk and maintaining the stabilit the financial
systems. So for a sound development policy, bétteledge about the elements of financial literacyl investment

behavior is of utmost importance. (Bonte and Falip2012)

Organization for Economic Cooperation and Developn@emarcated financial literacy as a combinatién o
financial awareness, knowledge, skills, attitudd bahaviors necessary to make sound financial idesisnd ultimately
achieve individual financial wellbeing. The issuUefinancial literacy is of greater concern in degd countries than the
developing nations. It is a vital tool to address issue of information asymmetry between the fir@rinstitutions and
the consumers of the services provided by thesiutians. It facilitates consumers to know abonidl autilize the products
effectively. Financial education programs are peasized keeping in mind the financial concerns la@nts. These make
the consumers understand about the financial im&ntis by which they can discourse the concernswdumers of their
cash flows and managing risk. It also empower tlemits by enhancing their skills regarding finahgieoducts and their

utilizations. The literacy endow them to exerciseitt rights adequately in consumer protection déqoat
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Financial Literacy programmes are tailored to Hevamnt for each group of the society. It spansftlinal and
informal financial sectors, assisting clients ie tisage of varied financial services. Financiatdity creates awareness in
common man regarding the financial products angices, thereby generates demand for the same. kesntnem to
understand the needs and benefits of the prodadiservices offered by the banks and acceleragepabe of financial
inclusion (RBI, 2013).

For the achievement of objectives and to caterrdwiirement of financial literacy, Reserve banklmdia
initiated the financial literacy program from Kataka as a pilot state. To make a difference inlifeeof common man
and to make them understand right and respong@hiliif Reserve Bank of India, central bank rolled this financial

literacy programme.

The programme was marked by activities like dispéynformation related to financial products aratvices,
interaction of common people with bankers and, #dopof Information and Communication technologi@€T).
The information was disseminated to the targetenad by means of presentations, brouchers, pampliilehs etc.
In 2012, RBI revised the guidelines related to Raal Literacy Centres (FLC).

The guidelines advised commercial banks to scalthegdinancial literacy efforts by means of FLC aaltithe
rural branches of banks. Financial Literacy camipsukl be conducted at least once a month. And hy dssential
provisions of ‘Financial Literacy’ and ‘Financialcess’ financial inclusion should be facilitatecesiles all, Reserve
Bank have engaged commercial banks, NGO'’s, govarthmeachinery, schools, colleges and other ageragésely to

execute the programme effectively.

Securities and Exchange Board of India had alscencadtinuous efforts in disseminating informatietated to
financial markets and spreading financial litera€g. have participation of more investors in Indigi®wth, SEBI has
conducted various programs for the different sectdithe society. With the intention to involve tilke sectors of society,
apart from ground steps, SEBI had also launchecebsite to cater various needs of investors. Sarchémas been

recognized as an investor association by SEBIdadacting financial literacy programs.

Along with this, American Academy of Financial Mageanent India (AAFM India) constituted Financial
Literacy Advisory Board India (F-LAB India). The Adal was established under section 25 of the corapaiit, 1956

with the mission to create a Financially Aware &mdpowered India.

Developing countries have been marked with lowlle¥ééinancial literacy. Indian statistics revehht more than
half of laborers surveyed store there cash at ha@mé borrow from money lenders at higher interegesia
(Max New York). While, a study on Global Financialeracy indicated that India has been ranked @at of 28 markets
on VISA 2012 Global Financial Literacy BarometeheTstudy pointed that Indians are very consciogarding their
savings and show highest saving rates among itsbfeeers, but the awareness in households abeedtments is very

low.

Supporting the above results, another survey ir82@ks shown that India has become more proficiesavings
and financial planning for retirement and unexpedt@ppenings. But Indian masses are still lackindpasic money
management. As per the findings of the survey cotedliamong 16 Asia-Pacific region, India stoodaitdm with a score

of 59 Index points on annual MasterCard index faerall financial literacy.
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Source: Visa’'s International Financial Literacy Baromed&r12
LITERATURE

Figure 1: Level of Financial Literacy among Different Markets of World

Servon and Kaestner (2008) examined whether teobiwall literacy can serve as an entryway to financi
literacy. The article analyzed a demonstration mogon information and communication technologiesunted by a

major bank to study the impact. Using both quativiéaand qualitative data the study advocate thedugh increased

financial literacy and less-expensive banking aléives, Information Technology can expand acoeggéeater financial
freedom for Low and Moderate Income householdspmu inner-city communities

have higher discount factors than those who ddaweé attained

Meier and Sprenger (2010) with the help of a fistddy provided the evidences for the correlatiotwben
individual decisions with financial information. &tstudy showed that individuals which had acqufiegincial education

Barte 2012 assessed the financial skills of fishdees of Pasil in Philipinnes. Questionnaires amdriviews were

conducted of 123 fish vendors selected randomigdiRgs of the study indicated that vendors areitackn financial

skills. A significant number of vendors do not keegzord of their transactions and profits and lesséendors are
deficient in cash management practices and arénszhfo high interest loans

Bonte and Filipiak (2012) conducted a large scalwey to investigate the relevance of social irtBoa and

caste affiliation on saving patterns of India. Takinto consideration individual awareness regaydiimancial instruments

the study posed positive association between finhfiteracy and social interaction. There was loyeobability of

awareness about financial concerns in backwara gastple. In contrast, the study found a weak d@ogpievidence for
the effect of social interaction and caste afiitiaton investment behaviours of households

income level on financial education

Ramasawmy (2013) assessed the level of awarendsgmntial literacy among management student. Thdys
measures. Based on the survey performed, it wagsaaathat there was no impact of age, gender,uzge, race and

considered four fundamental aspects of finandetdcy viz. level and importance, definition anddhes, constraints and
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RESEARCH METHODOLOGY

Objective of the study is to assess the levelrdricial literacy among the micro entrepreneursisifidt Kangra.
To meet the objective of the study, a descriptasearch has been carried out. The data was callfrot@ both primary as
well as secondary sources. The former was colletiiesugh a structured questionnaire. The itemsudhed in the
guestionnaire were based on the previous survayduoted by various researchers. Probing questi@ns also the part

of the instrument used.

Population of the study included the micro entraptes in district Kangra of Himachal Pradesh. Tiuelys has
considered the micro entrepreneurs of one blocthefdistrict. A total of 100 micro entrepreneurslested randomly
formed the sample for the study. Questionnairegwéstributed to all the 100 respondents. Amongtvhsix respondents
were not interested in revealing the informationl aeven respondents provided incomplete informatim the final

respondent number that was considered for thetsasrhain restricted to 87.

The collected data was tabulated using MicrosofteEspreadsheet with appropriate coding. Furthedtdta was
also analyzed using Microsoft Excel. Financial Iskdf micro entrepreneurs were assessed usingrelitfeparameters
including record keeping, awareness regarding uarimstitutions, saving and investment plans, gpviranagement,

various credit or loan policies.
DISCUSSIONS OF RESULTS

Table 1: Summary Statistics of Socio Economic Prdé

| Frequency | Percentage
Age Distribution
20-30 17 19%
31-40 27 31%
41-50 19 22%
51-60 11 13%
61-above 13 15%
Category
General 68 78%
OBC 14 16%
SC 5 6%
Civil Status
Married 76 87%
Single 11 13%
Education
llliterate 3 3%
Upto matric 30 35%
10+2 19 22%
Graduate 29 33%
Highe 6 7%
Years as Micro Entrepreneur
1-5 19 22%
6-10 21 24%
11-20 16 18%
21-30 13 15%
31-more 18 21%

Source: Primary Data Collected by Author
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The youngest micro entrepreneur is 21 years oldlevihe oldest is 86. Majority of the micro entrepeurs
belongs to general category. 87% of the micro enéreeurs are married and rest are single. Outeo$aimple size of 87,
35% micro entrepreneurs have educational status mptric, 29% are graduate and only a few (6%)hagkly qualified
(Refers to Table 1).

Among various financial institutions majority ofetlmicro entrepreneurs are familiar with the Comna¢iBanks
(62%) while the awareness regarding other finariostitutions in micro entrepreneurs is restricted limit of 51% for
insurance companies, 45% for co-operatives, 31%nfdual funds, and least for the Non-Banking Fin@nCorporations
(8%) and leasing companies (3%) (Figure 2). In emidrom figure 3, micro entrepreneurs are muchrawagarding
facilities of banks and so most of them (90.77%)toghave loan from banks.
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Figure 2: Familiarity with Financial Institutions  Figure 3: Awareness Regarding Loan an€redit Products

Management of Cash

m Donot keep records
bt know inGeneral

m Do nat keep records
and do not have idea

leep record of everything,
bt ot enter all revenuzs and
expenditura

B Keeprecords of everything and all
revenue and expenditure are enterad

Figure 4: Record Keeping of Funds by Micro Entrepreneurs

64% of respondent admitted that they keep propmsrds of their all revenue and expenditures andofoper
record keeping they take the services of professiancountants. While, against this 20% respondesither keep any

record nor keep any idea for their expendituresramdnues (Figure 4).

All the 100% respondents are holding saving bardoawts in different banks. Most of the respondeqsn a
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bank account on the basis of proximity with thekbamployees. The decision of the micro entreprenéaropening bank
account is mostly influenced by the information \pded by newspapers (59.7%), Television or Radi®.4%) and
information from the bank branches (52.3%) (ReferFigure 5). But the saving habits of the respotgietiffers.
11% respondents don’t have any specific plansHeir tsavings, 13% respondents don’t save anyttifgp respondents
save a fixed amount and spends the rest while,intmya46% spend money as per their daily needssané the left out
money (Figure 6).
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Figure 5: Different Sources of Information Influencng the Decisions of Micro—Entrepreneurs
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Figure 6: Management of Savings by Micro Entreprenars

Among all the respondents, 54% have taken loathfgr business purposes. Approximately 91% resputsdae
aware about the loan facilities provided by theksarBut the other credit/ loan facilities are lés®wn to the micro
entrepreneurs (Refer to Figure 7). While optinglé@mn from banks, behavior of the bank’s persomfielct the decisions
of respondents the most. Bank’s reputation andrttexest rates and costs of different banks alreqgstlly affects the

choice of micro entrepreneurs (Refer Figure 8).



| A Study of Financial Literacy among Micro Entrepreneurs in District Kangra

69 |

Overdraft facility - 1538

Hire purchase I 154

Loanfrom money lenders

besnien Bk _ o

Gifts and Advertisem ent campaigns

w
3

Proximity 21.54

Banls rmpation _ *1
The Ay bEnk personnel trasts _ pe-23

e A ot _ ez

o s &0 70 B 90 100 - - 0 e - - -

- B
Loanfrom friends or family - 1848
1

Figure 8: Factors Contributing b the Choice of Micro
Eepreneurs for Taking a Bank Loan

Figure 7: Awareness Regarding Diffent
Credit/ Loan Products

CONCLUSIONS

According to the Economic survey of Himachal Pra&desdl the districts of the state have their owndficial
Literacy and Credit Counselling Centers (FLCCsplelished and operationalized by the banks in thgesiThis is the
achievement which should provide with the high@sés of financial literacy in the state. But theules of the present
study are not supporting the expected ones. Thidy sthows that micro entrepreneurs in district Kangossess low
financial skills. These are revealed by deficieattard keeping practices, poor cash managementppapisaving habits,

and less awareness regarding different financ@dgets and instruments.

These constraints make the micro entrepreneueqilipped in using their resources well and condgcthe
affairs of their concerns. The combinations of éhesnstrictions are becoming a contributing fadtoaffecting their
income as well as growth to some extent. It cardrecluded that, to some extent these micro entneprs are lagging
behind in the adoption of formal financial practic&he financial literacy programmes organizedHgyduthorities should
be directed to approach each sector of the sodMgigrt from households, micro entrepreneurs shaldd be targeted and

made aware about different alternatives availableenefit them.
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