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Abstract

Financial literacy is the ability to understand and use financial concepts when making decisions about saving,
spending, borrowing, investing and protecting money. Smart money management translates this knowledge
into practical habits such as budgeting, regular saving, responsible borrowing, goal-based investing and
maintaining emergency funds. This paper examines the relationship between financial literacy and smart
money management in India through secondary data and documentary analysis. It draws on publications and
datasets from the Reserve Bank of India (RBI), the National Centre for Financial Education (NCFE), and the
World Bank’s Global Findex Database 2025. The Global Findex 2025 edition uses nationally representative
surveys of approximately 148,000 adults across 141 economies, conducted during 2024, and includes
indicators on formal and informal financial services, saving, borrowing, payments and financial risk
management [1]. India’s National Strategy for Financial Education 2020-2025 promoted a coordinated ‘5 C’
approach involving content, capacity, community, communication and collaboration [2]. The analysis
indicates that access to financial products should be accompanied by the knowledge and behaviour needed to
use them effectively. The paper recommends practical financial education, transparent product information,
digital-safety awareness and regular budgeting habits. As this is a secondary-data study, it does not claim to
measure the financial literacy of a new sample or establish causal relationships.

Keywords: financial literacy, money management, budgeting, saving, financial inclusion, digital finance,
India.
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1. INTRODUCTION

Money management is an important part of individual
and household financial well-being. People make
financial decisions throughout their lives, including
how much to spend, how much to save, whether to
borrow, which financial products to select and how to
prepare for unexpected expenses. These decisions can
be difficult when people have limited knowledge of
interest, inflation, risk, diversification, insurance and
long-term financial planning.

Financial literacy includes more than knowing
financial terms. It combines financial knowledge with
attitudes and behaviours that support informed
decisions. The RBI has described financial literacy as
important to financial inclusion and has highlighted
active saving, prudent borrowing, financial planning,
understanding digital transactions and consumer
protection as relevant areas of education [3].

Smart money management refers to the practical
application of financial knowledge. Common

practices include preparing a monthly budget,
distinguishing needs from wants, paying bills on time,
avoiding unnecessary high-cost debt, maintaining
emergency savings, comparing financial products and
investing according to goals and risk tolerance.
Financial literacy may support these behaviours, but
knowledge alone does not guarantee them: income,
household responsibilities, access to services,
financial shocks and personal circumstances also
matter.

This paper reviews published institutional evidence to
understand how financial literacy can support better
money management in India. It focuses on the
implications of secondary data rather than presenting
an original survey.

2. STATEMENT OF THE PROBLEM

Financial services and digital payment options can
make it easier to access and transfer money, but
effective financial decisions still require an
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understanding of costs, risks, security and future
needs. A person may hold a bank account or use
digital payments without necessarily maintaining a
budget, saving regularly or understanding borrowing
costs. Therefore, the central problem is how financial
knowledge and responsible financial behaviour can
be strengthened together so that access to financial
services leads to more informed money management.

3. OBJECTIVES OF THE STUDY

1. To explain the meaning and key dimensions of
financial literacy and smart money management.

2. To review secondary evidence and policy
initiatives relating to financial literacy and
financial inclusion in India.

3. To examine the role of budgeting, saving,
borrowing, investing and digital financial safety
in responsible money management.

4. To identify practical challenges that can prevent
people from converting financial knowledge into
sound financial behaviour.

5. To suggest measures for improving financial
education and everyday money-management
practices.

4. RESEARCH QUESTIONS

e How is financial literacy connected conceptually
with smart money management?

e What do institutional reports and datasets
measure about access to and use of financial
services?

e What practical behaviours can help individuals
manage money more responsibly?

e What steps can institutions and individuals take to
improve financial capability?

5. SCOPE AND
STUDY

The study focuses on India and on personal and
household financial decisions. It considers financial
knowledge, financial attitudes, day-to-day money-
management behaviour, formal financial inclusion
and digital finance. The study is relevant to students,
young adults, households, educators, banks and
public institutions developing financial education
programmes. Its conclusions are based on secondary
sources and should not be interpreted as a direct
estimate of the financial literacy level of any
particular city, college or demographic group.

SIGNIFICANCE OF THE
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6. REVIEW OF LITERATURE

6.1 Reserve Bank of India

The RBI’s Annual Report section on credit delivery
and financial inclusion discussed the importance of
financial literacy in enabling inclusion. It highlighted
active saving, prudent borrowing, financial planning,
digital transactions and consumer protection as key
themes for public awareness [3]. This supports the
view that financial education should cover both
knowledge and everyday decisions. The cited report
is historical and is used here as evidence of the RBI’s
stated approach, not as a current estimate of financial
literacy.

6.2 National Centre for Financial Education

The National Strategy for Financial Education
(NSFE) 2020-2025 was prepared by NCFE in
consultation with India’s financial-sector regulators
and other stakeholders. Its ‘5 C’ approach emphasised
relevant content, capacity development, community-
led delivery, communication and collaboration [2].
This framework suggests that financial education
requires coordinated, accessible and sustained
delivery rather than isolated information campaigns.

6.3 World Bank — Global Findex Database 2025
The World Bank describes Global Findex as a major
cross-country source on how adults access and use
financial services. The 2025 edition draws on
nationally representative surveys of about 148,000
adults in 141 economies, conducted during 2024. It
covers access to and use of formal and informal
services for saving, borrowing and payments, as well
as management of financial risks and digital
connectivity [1]. These indicators are useful for
understanding financial inclusion and the context in
which  money-management  decisions  occur.
However, access to an account or a payment service
is not identical to financial literacy.

6.4 Synthesis of the literature

The institutional sources considered here converge on
three ideas: financial capability matters for inclusion;
financial education should be accessible and
coordinated; and meaningful assessment should
distinguish access to financial services from the
knowledge and behaviours needed to use them well.
This paper applies those ideas to budgeting, saving,
borrowing, investing and digital safety.

7. RESEARCH METHODOLOGY
Research design: Descriptive and analytical study
based entirely on secondary data.
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Data sources: Official institutional publications and
datasets, principally the RBI, NCFE and World Bank
Global Findex Database 2025. The cited documents
and data pages are listed in the references.

Method of analysis: Documentary review and
thematic analysis. The sources were organised around
five themes: financial knowledge, budgeting and
saving, borrowing and risk, access to financial
services, and digital financial safety. Findings are
presented as a qualitative synthesis of the published
material.

Study period: The paper uses the Global Findex 2025
publication (based on surveys conducted in 2024),
NCFE’s NSFE 2020-2025 framework, and an RBI
Annual Report source for historical context. The
dates of each source should be considered when
interpreting the discussion.

No primary data: No questionnaire, interview or
original respondent sample was used. No percentages
have been invented or calculated from an unverified
sample. The study does not claim to prove causation.
Limitations: Secondary sources use different
methods, populations, indicators and reference
periods. Institutional reports may focus on policy or
access rather than directly measuring budgeting
quality. Findings therefore provide a structured
overview, not a definitive measurement of all Indian
households.

8. CONCEPTUAL FRAMEWORK
Financial literacy can be understood through three
connected dimensions:

e Financial knowledge: understanding interest,

inflation, compounding, risk and return,
diversification, credit and basic financial
products.

e Financial attitude: valuing planning, future goals,
informed choice and a balanced approach
between present consumption and future needs.

e Financial behaviour: budgeting, saving, paying
bills on time, comparing products, borrowing
responsibly and protecting financial information.

Smart money management is the practical outcome

that the study examines. The relationship is not

automatic: income stability, financial access, family
obligations, unexpected expenses and digital access

may influence whether knowledge becomes action. A

useful conceptual sequence is financial education —

understanding and confidence — informed decisions

— consistent money-management habits, subject to

individual and external circumstances.
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9. ANALYSIS AND DISCUSSION OF
SECONDARY DATA

9.1 Financial inclusion and financial capability
The World Bank’s Global Findex 2025 provides
indicators on accounts, saving, borrowing, payments,
financial risk and digital connectivity [1]. These
indicators help researchers study whether people can
access financial services and how they use them. For
the present topic, the key analytical distinction is
between access and capability. Access makes a
financial service available; capability helps a person
judge whether, when and how to use it. Consequently,
financial inclusion programmes are most useful when
accompanied by understandable information,
consumer protection and opportunities to build
financial skills.

9.2 Budgeting and spending decisions

A budget records expected income and planned
expenditure over a defined period. It helps individuals
identify fixed expenses, variable expenses, debt
repayments and the amount available for saving. A
practical budget can be prepared monthly and
reviewed against actual spending. The institutional
material reviewed for this paper emphasises financial
planning and considered financial decisions, but it
does not provide a single nationally representative
figure for how many people consistently maintain a
household budget. Accordingly, this paper treats
budgeting as a recommended management practice
rather than reporting an unsupported prevalence rate.

9.3 Saving and emergency preparedness

Regular saving can help households meet planned
goals and absorb unexpected expenses without
relying immediately on high-cost borrowing. A
practical approach is to save a manageable amount at
regular intervals, keep short-term emergency funds
accessible and separate goal-based savings from
everyday spending. The Global Findex framework
includes saving through formal financial institutions
and informal methods [1]. These categories are useful
because saving behaviour may occur through more
than one channel. However, the existence of a savings
indicator alone does not show whether the amount
saved is sufficient for a household’s needs.

9.4 Borrowing and debt management

Borrowing can support education, housing, business
and emergencies, but it creates repayment
obligations.  Responsible  borrowing  requires
comparing the annualised cost, fees, repayment
period, penalties and affordability of instalments.

ISSN: 2581-7175

©IJSRED: All Rights are Reserved

Page 1630



International Journal of Scientific Research and Engineering Development-— Volume 9 Issue 5, Sep-Oct 2026
Available at www.ijsred.com

Consumers should understand the difference between
the principal and total repayment amount and avoid
taking new loans merely to service existing
unaffordable debt. RBI financial-literacy messaging
has identified prudent borrowing and consumer
protection as important themes [3].

9.5 Investment decisions and risk

Smart money management also involves matching
financial products to goals, time horizons and
tolerance for loss. Bank deposits, market-linked
investments, insurance and pension products serve
different purposes and carry different risks. Investors
should understand that returns are not guaranteed for
market-linked products, past performance does not
assure future returns, and diversification can
reduce—but not eliminate—investment  risk.
Financial literacy can help individuals ask informed
questions and avoid decisions based only on rumours,
social-media claims or promises of unusually high
returns.

9.6 Digital finance and consumer safety

Digital payments can make transactions convenient,
while digital financial services introduce risks such as
phishing, impersonation, fraudulent links, fake
customer-care numbers and requests for confidential
credentials. Users should never disclose a PIN,
password or one-time password to an unknown
person, should verify payment requests and should
contact their bank through official channels if fraud is
suspected. The Global Findex 2025 includes digital
connectivity and digital-safety dimensions, reflecting
the importance of understanding the digital
environment alongside financial access [1].

9.7 Financial education policy

NCFE’s NSFE 2020-2025 recommended a

coordinated ‘5 C’ approach: content, capacityg

community, communication and collaboration [2].
Applied to smart money management, this implies

using clear and locally understandable learning

materials, training educators and frontline
intermediaries, involving community organisations,
communicating through appropriate channels and
coordinating regulators and financial institutions. The

strategy period has ended; this paper cites it as &

documented policy framework, not as a claim that it
remains the current strategy.

10. SUMMARY OF THEMATIC FINDINGS

Theme What the | Implication for
secondary money
management

sources
support

Financial Global Findex | Access should

inclusion tracks access to | be paired with
and wuse of|the ability to
financial compare and use
services [1]. products

appropriately.

Financial NCFE’s NSFE | Education

education 2020-2025 should be
proposed practical,
coordinated accessible and
education delivered
through the 5 C | through multiple
approach [2]. | channels.

Budgeting RBI financial- | Individuals

and saving literacy should plan
messaging expenditure and
highlights save regularly
planning and | where
active saving | circumstances
[3]. allow.

Borrowing RBI identifies | Borrowers

and prudent should compare

protection borrowing and | total costs and
consumer understand
protection  as | repayment
relevant obligations.
themes [3].

Digital Global Findex | Digital payment

finance 2025 includes | use should be
digital accompanied by
connectivity fraud-awareness
and digital- | and safe
safety practices.
indicators [1].

11. MAJOR FINDINGS

Financial literacy is broader than familiarity with
banking products; it includes knowledge, attitudes
and behaviour relevant to real financial decisions.
Financial inclusion data and financial-literacy
measures answer different questions. Having access
to an account does not, by itself, establish that a
person can budget, compare credit costs or assess
investment risk.

Budgeting, regular saving, responsible borrowing,
goal-based investing and digital safety are practical
pillars of smart money management.

The institutional sources support coordinated and
accessible financial education, including clear
content, trained intermediaries, = community
involvement and collaboration.
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financial services make digital-safety
awareness an important part of modern financial
capability.

The available secondary sources do not justify
claiming a single current percentage for the financial
literacy of all Indians or for the proportion who
maintain budgets. Such claims require a specific,
appropriately designed and clearly cited survey.

12. SUGGESTIONS

1. Introduce practical financial education in
colleges, covering budgeting, compound interest,
inflation, credit scores, insurance, investment risk
and fraud prevention.

2. Encourage individuals to prepare a monthly
budget and review actual expenditure at the end
of each month.

3. Promote regular saving according to personal
circumstances and the creation of an emergency
fund before taking avoidable financial risks.

4. Encourage borrowers to compare total repayment
costs, interest rates, fees and repayment schedules
before accepting a loan.

5. Promote goal-based investment planning and
diversification, with product choices matched to
time horizon and risk capacity.

6. Use official sources such as RBI, SEBI, IRDALI,
PFRDA and NCFE for financial education and
verify financial claims before acting on them.

7. Teach digital safety: protect PINs and OTPs,
verify payment requests, avoid suspicious links
and use official bank contact channels.

8. Evaluate financial education programmes through
suitable pre- and post-learning assessments rather
than relying only on attendance or the number of
accounts opened.

13. CONCLUSION

This secondary-data study concludes that financial
literacy is an important foundation for smart money
management, but it should be understood as a
combination of knowledge, attitudes and behaviour
rather than as simple access to financial products.
Official sources show that financial inclusion,
financial education, responsible borrowing, planning
and digital safety are linked areas of public policy and
financial capability. The World Bank’s Global Findex
Database 2025 offers a broad framework for
examining how adults use financial services, while
NCFE’s NSFE 2020-2025 provides a coordinated
model for financial education and RBI publications
highlight practical themes such as saving, planning
and consumer protection [1-3].
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For individuals, the most actionable practices are to
prepare a realistic budget, save consistently where
possible, understand the full cost of borrowing, make
informed investment decisions and protect digital
credentials. For institutions, financial education
should be practical, inclusive and measurable. Since
this paper relies on secondary sources, it does not
claim to measure current financial literacy levels
among a new sample. Future research could use a
clearly defined survey to test how knowledge relates
to budgeting, saving and debt-management behaviour
in a particular population.

14. LIMITATIONS AND FUTURE SCOPE

The study is limited by its reliance on a small set of
institutional secondary sources and by differences in
the dates, indicators and purposes of those sources.
The policy framework cited from NCFE covers
2020-2025, while Global Findex 2025 is based on
surveys conducted in 2024. The paper does not
establish a causal relationship between financial
education and financial outcomes. Future studies may
compare students, salaried employees and self-
employed people; examine rural-urban differences;
or analyse whether financial education programmes
improve measured knowledge and reported money-
management behaviour.
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APPENDIX:
MAP

For verification and further analysis, the following
sources can be consulted directly:

SECONDARY-DATA SOURCE
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e World Bank Global Findex 2025 report: global
coverage, survey background and indicators for
saving, borrowing, payments, risk and digital
connectivity.

e World Bank India microdata catalogue: variable
definitions and country-specific data documentation.
Use the full dataset and technical notes before
calculating any population estimates.

e NCFE National Strategy for Financial Education
2020-2025: objectives and the 5 C framework for
financial education.

e RBI Annual Report: historical discussion of
financial-literacy priorities, including saving,
prudent borrowing, financial planning and
consumer protection.

e NCFE financial-literacy initiatives: institutional
programmes and educational materials.
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