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FINANCIAL LITERACY, FINANCIAL INCLUSION AND CUSTOMER PROTECTION: A CASE STUDY

SWATI PANDEY
Ph. D. RESEARCH SCHOLAR
Dr. C. V. RAMAN UNIVERSITY
BILASPUR

PREM SHANKAR DWIVEDI
ASST. PROFESSOR
Dr. C. V. RAMAN UNIVERSITY
BILASPUR

ABSTRACT
This article knows about financial literacy, financial inclusion, and customer protection. Globally, the triad of financial literacy, financial inclusion, and customer
protection has been recognized as intertwining threads in pursuit of financial stability. For any kind of stability, whether economic, financial, political or social,
inclusive growth is an essential prerequisite. Inclusive growth, in turn, is largely driven by financial inclusion and an inclusive financial system. Financial literacy and
financial inclusion are complementary to each other. For emerging market economics, ensuring adequate access to financial products and services is more im-
portant at this stage but financial literacy create demand for these products/services. In advanced economies, the access is not that important an issue. Thus, it is
a global problem with global dimensions.

KEYWORDS

financial literacy, financial inclusion, customer protection.

JEL CODE
D18

1. INTRODUCTION
inancial Inclusion: - Financial inclusion refers to the ability of individuals to access financial products and services in order to meet their needs. The needs
fthat should be met include saving, transacting, making and receiving payments, receiving credit, and insurance. In other words financial inclusion is where
individuals and businesses have access to useful and affordable financial products and services that meet their needs that are delivered in a sustainable
way.
Customer Protection: - Consumer protection is a group of laws and organizations designed to ensure the rights of consumers as well as fair trade, competition
and accurate information in the marketplace. The laws are designed to prevent the businesses that engage in fraud or specified unfair practices from gaining an
advantage over competitors. They may also provide additional protection for those most vulnerable in society. Consumer protection laws are a form of government
regulation that aim to protect the rights of consumers. For example, a government may require business to disclose detailed information about products-particu-
larly in areas where safety or public health is an issue, such as food. However, as markets mature and more complex products become available, the need for
financial literacy would become even more paramount.
Here, we are talking about Consumer protection in banking sectors. Reserve Bank of India (RBI) is the regulator of finance and banking sector in India. The Banking
Regulation Act, 1949 and Reserve Bank of India Act, 1934 are the primary legislations that deal with the banking sector. Both these legislations have provisions
which aim at protecting the consumers’ interests. Apart from these two legislations, RBI has issued various regulations and circulars which specifically deal with
the protection of consumers. RBI has also come out with several schemes like Banking Ombudsman scheme which aims at protecting the consumer.
Financial literacy: - financial literacy is the most important for all people. So all people should be financial literate in this modern age. Contrary to popular percep-
tion, financial literacy has to be imparted to everyone in the economy viz. users and providers. In the Indian context, the users are broadly the financially excluded
resource-poor, the lower and middle income groups and high net worth individuals. Equally important, banks, financial institutions and other market players too
need to be literate about their risks and returns framework. Last, but not the least, policy makers including the financial sector regulators must have financial
literacy to comprehend and hedge the requirement of the population and financial institutions to drive the agenda. But, naturally, the message to be conveyed,
the method of communication, the language of communication, the complexity of subjects etc. would have to be tailored to suit the target audience. lllustratively,
what are the basic/simple messages that we are trying to get across.

2. OBJECTIVES

1.  To know about Financial Inclusion, Financial Literacy and Customer Protection in banking sector.
2. To see the relationship between financial inclusion and financial literacy.

3. To analysis that how do customer protection in banking sectors.

3. REVIEW OF LITERATURE

Although financial literacy as a construct is a fairly recent development, financial education as an antidote to poor financial decision making is not. —Financial
literacy|| as a construct was first championed by the Jumpstart Coalition for Personal Financial Literacy in its inaugural 1997 study Jumpstart Survey of Financial
Literacy among High School Students. In this study, Jumpstart defined “financial literacy” as “the ability to use knowledge and skills to manage one's financial
resources effectively for lifetime financial security”.

A few studies have shown that Americans have inadequate knowledge of personal finances (EBRI, 1995: KPMG, 1995; PSRA, 1996/1997; Oppenheimer Funds/Girls
Inc., 1997; Vanguard Group/Money Magazine, 1997). They fail to make correct decisions because they have not received a sound personal finance education (HSR,
1993; Hira, 1993; O‘Neill, 1993).

According to Sinclair (2001), financial exclusion means the inability to access necessary financial services in an appropriate form. Financial inclusion covers various
services such as savings, credit, insurance, payments and remittance facilities, etc. by the formal financial system to those who tend to be excluded.

The Government of India‘s Committee on Financial Inclusion in India begins its report by defining financial inclusion as the process of ensuring access to financial
services and timely and adequate credit where needed by vulnerable groups such as the weaker sections and low income groups at an affordable cost (Rangarajan
Committee 2008).
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One of the approaches to customer protection in UK financial Services which used the literature on Behavioral economics and Psychology as the basis for a critique
shows that, contrary to the belief, in neo-classical economics, that people make rational choices, individuals in fact do not always make rational choices. Approxi-
mately one in four adults in Britain does not have a private or occupational pension. This is most common for lower income groups, women and minority ethnic
group employees.

The use of heuristics results in cognitive weaknesses in individual’s decision-making, leading them to make inferior decisions with regard to their welfare. This
suggests that interventionist approaches to customer protection are preferable to non-interventionist ones, because they take into account the fact that individ-
uals * decisions are not always rational or in their best interests.

In one of reviews the literature describing the value added from professional advice. The potential welfare gain from increased reliance on expert financial advice
is significant, and there is some evidence that financial advisers help households make better financial decisions. However, the results are generally mixed and the
outcome is often worse when there are conflicts of interest resulting from adviser compensation incentives.

4. RESEARCH METHODOLOGY

The study has conducted with reference to the data related to customer Finance Literacy, Customer Protection, and Finance Inclusion.

A. TYPE OF RESEARCH

Descriptive research used in this study in order to identify the customer finance literacy, customer protection and financial inclusion and determining customer’s
level of satisfaction in India.

B. COLLECTION OF DATA

SECONDARY DATA - Our research has completed only based on secondary data.

a). Manual of instructions of customer protection on online banking.

b). Report by RBI

c). Articles and Research Papers

d). Internet

C. SAMPLING UNIT

The Study population includes the customers’ of bank in India and Sampling Unit for Study has not decided because we used only secondary data.

5. FINANCIAL INCLUSION AND LITERACY

Financial Inclusion and Education are two important elements in the Reserve Bank of India's developmental role. Towards this, it has created critical volume of

literature and has uploaded on its website in 13 languages for banks and other stakeholders to download and use. The aim of this initiative is to create awareness

about financial products and services, good financial practices, going digital and consumer protection.

The Financial Literacy Week is an initiative by RBI to promote awareness on key topics every year through a focused campaign.

Financial Literacy Week 2019 will be observed from June 3-7 on the theme of “Farmers” and how they benefit by being a part of the formal banking system. The

messages disseminated during the week will focus on Responsible Borrowing (poster)/(video) & Agricultural Finance (poster)/(video). The promotional material

for the Financial Literacy Week has been uploaded in the ‘Downloads’ tab under the heading "Financial Literacy Week 2019" and the ‘Films’ tab.

The booklet FAME (Financial Awareness Messages) provides basic financial literacy messages for the information of general public. It contains eleven institu-

tion/product neutral financial awareness messages, such as, documents to be submitted while opening a bank account (KYC), importance of budgeting, saving and

responsible borrowing, maintaining a good credit score by repaying loans on time, banking at doorstep or at vicinity, knowing how to lodge complaints at the bank

and the Banking Ombudsman, usage of electronic remittances, investing money only in registered entities, etc.

The RBI has developed tailored financial literacy content for five target groups' viz. Farmers, Small entrepreneurs, School children, Self Help Groups and Senior

Citizens that can be used by the trainers in financial literacy programmer. These are fallowing financial awareness massages for target groups.

FARMERS

1.  Kisan credit cards scheme primarily for crop loan requirement and partly for consumption purposes.

2 Prompt repayment of crop loan has several benefits interest subvention scheme.

3. Avoid distress sale of farm produce-use post-harvest financing against warehouse receipts.

4 Do not loss hope even if you lose your crop during natural calamities, inform your bank of the extent of crop loss and seek assistance from the bank in the
farm of restructuring.

5. Insure your crop and safeguard yourself — crop insurance throu Pradhan Mantri Fasal Bima Yojna (PMFBY).

SMALL ENTREPRENEURS - Credit Guarantee Trust

1.  Ajointinitiative of the Ministry of Micro, Small and Medium Enterprises (MSME), Government of India, and the Small Industries Development Bank of India
(SIDBI) with an objective to provide credit to the MSE sector without the need for collateral and third party guarantee.

2. The Credit Guarantee Fund Trust for Micro and Small Enterprises (CGTMSE) would provide cover facility of up to Rs. 200 lakhs.

3. Guarantee and annual fees charged by CGTMSE are to be borne by the borrower or member lending institution.

4. Instructions from the RBI to all banks not to accept collateral security for loans up to Rs. 10 lakhs provided to the MSE sector.

SCHOOL CHILDREN

1.  Savings and Current Accounts - Provide facilities like Cheque Book, Funds Transfer, Debit Card, and Unified Payments Facility.

2. Bank, Financial institutions which accept deposits like recurring deposit and fixed deposit and provide loans like personal loan, vehicle loan, education loan,
house loan etc.

3. Basic knowledge about investment, insurance and pension scheme, stock and mutual funds, growth /Equty oriented scheme, income / debt oriented scheme.
etc.

SELF HELP GROUP

1.  KYCfor SHG saving bank accounts - You should be aware that the KYC verification of all the members of the SHG need not be done while opening the savings
bank account of the SHG. The KYC verification of all the office-bearers would suffice. However, resolution of SHG indicating the name of office-bearers
authorized to open the account on behalf of the SHG is required to be submitted.

2. Margin and security norms - 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.
Loan amount of more than four times of the corpus is possible if:
. SHGs are functioning successfully for many years.
o The SHGs have repaid past loans on time.
. The SHGs have used the credit facility responsibly.

3. Voluntary saving - 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 earn 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.

4.  Good Principles of SHGs, Part I: Periodic Meetings, Periodic Savings & Regular Internal Lending

5.  Good Principles of SHGs, Part Il: Regular Repayment and bookkeeping.
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SENIOR CITIZEN

Dedicated Counters/ Preference to Senior Citizens, Differently Abled Persons -

Banks have been advised to provide a clearly identifiable dedicated counter or a counter which provides priority to senior citizens and people who are differently
abled including visually impaired persons.

1.  Ease of Submitting Life Certificate

In addition to the facility of Digital Life Certificate under ‘Jeevan Praman’ Scheme, pensioners can submit physical Life Certificate form at any branch of the pension-
paying bank. Receiving Banks should promptly update the same in the Core Banking Solution (CBS) system to avoid any delay in credit of pension.

2. Automatic Conversion of Account Status

KYC-compliant accounts would automatically be converted into ‘Senior Citizen Accounts’ on the basis of date of birth maintained in the bank’s records.

3.  Ease of Filing Form 15G/H

Banks are advised to provide senior citizens and differently abled persons Form 15G/H once in a year (preferably in April) to enable them to submit the same,
where applicable, within the stipulated time.

4.  Doorstep Banking

Banks are advised to make a concerted effort to provide basic banking facilities, such as pick up of cash and instruments against receipt, delivery of cash against
withdrawal from account, delivery of demand drafts, submission of Know Your Customer (KYC) documents and Life certificate at the premises/residence of such
customers.

So that RBI has other way of financial literate to all people like Audio Visuals, Posters, and booklets.

Audio visuals - Audio visuals have been designed for the benefit of general public on topics relating to Financial Literacy. These Audio visuals are on "Basic Financial
Literacy", "Unified Payments Interface" and "Going Digital”

Posters - Two posters - UPI (Unified Payment Interface) and (Unstructured Supplementary Service Data) - explained these new concepts in digital payments
space.

Booklets - Earlier, the Reserve Bank had published a series of pictorial booklets. Under the 'Raju' title, it created literature on the habit of savings and banking
concepts. The '"Money Kumar' series simultaneously explained the role and functions of the Reserve Bank

As a complement to Financial Inclusion, Financial Literacy aims to build peoples capability to use the financial products and services. As the first stage of literacy is
to create demand, all institutions involved in delivery of financial products and services are contributing to our financial literacy agenda. This entails devising
appropriate products and services, pricing them reasonably, understanding the risk, communicating it to customers and protecting the customers. The Central
Bank has taken a lead role in spreading financial inclusion and financial literacy. Both in terms of creating an enabling policy environment and providing institutional
support, the Reserve Bank of India is actively contributing towards the goal of universal financial inclusion in the country. FSDC has constituted a Sub-Committee
to focus solely on Financial Inclusion and Literacy.

It is well recognized that to be effective financial literacy initiatives should ideally commence at school level although even at a later stage adult education would
provide substantial benefits. Realizing this, in India, we have engaged the curriculum setting bodies like National Council of Educational Research and Training
(NCERT), Education Boards like Central Board for Secondary Education (CBSE), Central and State Governments, in the FSDC sub-Committee on Fl and FL. A large
number of other players are involved. All other financial sector regulators, Reserve bank of India, IRDA, SEBI and NABARD are actively engaged in this process.
Thus, our basic and other members of the civil society are actively engaged in this process. Thus, our basic approach could be described as a central bank led multi-
agency approach.

FINANCIAL INCLUSION
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CUSTOMER PROTECTION FINANCIAL LITERACY

6. CUSTOMER PROTECTION

Reserve Bank of India (RBI) is the regulator of finance and banking sector in India. The Banking Regulation Act, 1949 and Reserve Bank of India Act, 1934 are the
primary legislations that deal with the banking sector. Both these legislations have provisions which aim at protecting the consumers’ interests. Apart from these
two legislations, RBI has issued various regulations and circulars which specifically deal with the protection of consumers. RBI has also come out with several
schemes like Banking Ombudsman scheme which aims at protecting the consumer.

BANKING OMBUDSMAN SCHEME

The banking ombudsman scheme has been introduced to resolve the disputes between the customers and the bank with respect to the services provided by the
bank. It was introduced in the year 1995, at present the Banking Ombudsman scheme 2006 (As amended up to 31st of January 2019). The banking ombudsman
follows a strict protocol while disposing a complaint

Ombudsman Scheme for Digital Transactions, 2019

The Scheme is introduced with the object to facilitate the satisfaction or settlement of complaints regarding digital transactions undertaken by customers of
System Participants1 as defined under the Scheme.

In this Scheme unless there is anything repugnant in the subject or content:

Authorized Representative’ means a person (other than an advocate) duly appointed and authorized by a complainant to act on his / her behalf and represent
him / her in the proceedings under the Scheme before the Ombudsman as well as Appellate Authority for consideration of his / her complaint.

‘Complaint’ means any representation in writing or through electronic means containing grievance/s alleging deficiency in service by the System Participants as
mentioned in Clause 8 of the Scheme.

‘Digital Transaction’ means a payment transaction in a seamless system effected without the need for cash at least in one of the two legs, if not in both. This
includes transactions made through digital / electronic modes wherein both the originator and the beneficiary use digital / electronic medium to send or receive
money.

‘Ombudsman for Digital Transactions’ means any officer of the Reserve Bank appointed under Clause 4 of the Scheme.
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GROUNDS OF COMPLAINT
Any person may file a complaint free of cost with the Ombudsman for Digital Transactions having jurisdiction on any one of the following grounds alleging deficiency
in service:
1.  Prepaid Payment Instruments: Non-adherence to the instructions of Reserve Bank by System Participants about Prepaid Payment Instruments3 on any of
the following:
a)  Failure in crediting merchant's account within reasonable time;
b)  Failure to load funds within reasonable time in wallets / cards;
c) Unauthorized electronic fund transfer;
d) Non-Transfer / Refusal to transfer/ failure to transfer within reasonable time, the balance in the Prepaid Payment Instruments to the holder’s ‘own’
bank account or back to source at the time of closure, expiry of validity period etc., of the Prepaid Payment Instrument;
e)  Failure to refund within reasonable time / refusal to refund in case of unsuccessful / returned / rejected / cancelled / transactions;
f) Non-credit / delay in crediting the account of the Prepaid Payment Instrument holder as per the terms and conditions of the promotion offer(s) from
time to time, if any;
g) Non-adherence to any other instruction of the Reserve Bank on Prepaid Payment Instruments.
2. Mobile / Electronic Fund Transfers: Non-adherence to the instructions of the Reserve Bank on Mobile / Electronic fund transfers by System Participants on
any of the following:
a)  Failure to effect online payment / fund transfer within reasonable time;
b)  Unauthorized electronic fund transfer;
c)  Failure to act upon stop-payment instructions within the time frame and under the circumstances notified to the customers within prescribed timeline;
d)  Failure to reverse the amount debited from customer account in cases of failed payment transactions within prescribed timeline;
e) Non-adherence to any other instruction of the Reserve Bank on Mobile / Electronic fund transfers.
3. Non-adherence to instructions of Reserve Bank / respective System Provider to System Participants, on payment transactions through Unified Payments
Interface (UPI1) / Bharat Bill Payment System (BBPS) / Bharat QR Code / UPI QR Code on the following grounds:
a)  Failure in crediting funds to the beneficiaries’ account;
b)  Failure to return within reasonable time the payment to the originating member in case of failure to credit the fu
c)  ndsto the beneficiary’s account;
d)  Failure to / delay in refund of money back to account in case of transaction failure or declined transactions (i.e. failed transactions);
e) Non-adherence to any other instruction of the Reserve Bank on payment transactions / through Unified Payments Interface (UPI) / Bharat Bill Payment
System (BBPS)/ Bharat QR Code / UPI QR Code.
4.  Non-reversal / failure to reverse within reasonable time, funds wrongly transferred to the beneficiary account due to lapse at the end of System Participant.
5. Any other matter relating to the violation of the directives including on fees / charges, 4 if any, issued by the Reserve Bank in relation to digital transactions.
POWERS AND JURISDICTION
The Banking Ombudsman shall receive and consider complaints relating to the deficiencies in banking or other services filed on the grounds mentioned in clause
8 irrespective of the pecuniary value of the deficiency in service complained. They can pass awards up to 2 million rupees but won’t be able to pass awards more
than the losses incurred by the complainant. The ombudsman have the power to issue additional amount up to 0.1 million with the compensation by taking the
mental agony and harassment suffered by the complainant.
PROCEDURE FOR FILING A COMPLAINT
If an individual has any one of the grievance mentioned under Section 8 of the scheme, they can file a complaint by filing the complaint form with the requisite
details.
1 The name and the address of the complainant
2 The name and address of the branch or office of the bank against which the complaint is made
3. The facts giving rise to the complaint,
4
5

The nature and extent of the loss caused to the complainant, and
The relief sought for.
COMPLAINT FORM
The below mentioned link would direct the user to complaint form which is to be filed before the ombudsman.
https://www.rbi.org.in/Upload/Publications/PDFs/BOL.pdf
ADDRESS & CONTACT INFORMATION:
The below mentioned link directs the user to the contact information of the banking ombudsman.
https://www.rbi.org.in/commonman/English/scripts/againstbankabo.aspx
STATISTICS OF COMPLAINTS DISPOSED BY THE BANKING OMBUDSMAN

TABLE 1

NO. OF COMPLAINTS YEAR
2014-15 | 2015-16 | 2016-17

Received during the year 85131 102894 130987
Brought forward from previous year | 3307 3778 5524
Handled during the year 88438 106672 136511
Disposed during the year 84660 101148 125319
Rate of disposal (%) 96% 95% 92%
Carried forward to the next year 3778 5524 11192

INTERPRETATION
In this table, data of three years take for analysis. In which we are being knowledge from this statistical table that fraud is being continuously growing. Thus banking
complaint are being also growing but percentage of complaint disposal are being seen to decrease.

7. SIGNIFICANCE OF THE STUDY

»  First, the study helps to people for understand about Financial Inclusion, Financial Literacy and Customer Protection.

»  Second, we can see that how did help for improvement in economic growth of India.

»  Third, the study will be useful for bank customers’ in order to see the impacts of online banking on customers’ satisfaction and their protection.

»  Fourth, it helps in understanding what attitude customers’ have towards online banking and what actions should the banks take in order to benefits from

the opportunities and how to overcome the challenges.

Fifth, the Financial Inclusion of individuals and households would include several conditions, extending from access to specific facilities and resources to

much wider capabilities

»  Sixth, the study can be used by other researcher as a reference who wants to study further in this or related areas or to serve as a reading material for anyone
who is interested. Last but not least this research will alert bankers tomorrow’s problems today in order to get the intended customers’ satisfaction.

A\
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8. LIMITATIONS

1.  We have brief study about financial Inclusion, Financial Literacy and Consumer Protection because lake of time.
2.  We used of data only reference to consumer protection
3. The study is based on the data of past three years only.

9. CONCLUSION

The last decade for Indian financial sector has witnessed a steady growth in terms of financial inclusion. As per world banks published report named” The global
index report 2017.There was rapid increase in number of adult account holders in India, It has increased considerably from 35% in 2011, to 53% in 2014 to 80% in
2017. Jan Dhan Yojna was a massive success; more than 31 crores account has been opened under this scheme. Long awaited direct transfer of subsidy can be
implemented through this initiative. Although, over 6crore accounts have been marked as dormant which accounts to 19.2% of the total number of accounts
opened under the scheme. However, the scheme was successful and brought lot many citizens under the banking net. Thus, the basic structure of financial inclusion
has been created. But a lot has to be done so that we can opt fruitful result from this type of initiatives and Financial Literacy is “sine qua non” for desired results
and letting our country in the path of development. Financial literacy is one of the serious impeding factors that act as a hurdle in development process of LDC's.
Hoarding of cash, Investment in unproductive assets like gold jewelry and bullion often makes it difficult for capital deficient country like India to avail adequate
capital and funds so that they can increase their productive capacity. In India lot of chit fund companies are fiddling with people’s money. Ponzy scheme alluring
customer to deposit money with them often results in chaos. They even encourage customer to borrow at low interest rate from banks and deposit them in Ponzy
schemes which has resulted in massive NPA's especially in eastern part of the country. Our Judicial system has often proved to be incompetent in suppressing the
fraud companies and it can be said that customer protection is still at novice stage. Although the regulatory bodies are trying to spread awareness among the
common masses as RBI has organized financial awareness week from 4-8th June this year, but such programs have limited coverage. A comprehensive plan is
required at country level so that awareness can be reached to every corner of the country.
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