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A REVIEW ON FINANCIAL LITERACY FOR FARMER-EDUCATE TO EMPOWER

Abstract
The volume of farming community in the world ranges upto 30% (FAO 2021 [10]).India is a
significant global contributor in the agriculture industry. Agriculture and allied sectors are the
main source of livelihood to about 55% of India’s population.Of the country's population
engaged in agriculture and related sectors, 69% live in rural areas, with the majority of these
people being farmers(Lalrinmawia and Gupta 2015 [13]).Although; India is: having top
standings in terms of highest milk production, livestock population etc., but on the ground
reality farmers face many constraints hindering the sustainability in production and
productivity of agriculture sector. Among several constraints exist, financial literacy poses to
be one of the major constraints hindering farmers growth.Financial inclusion and, eventually,
financial stability were seen as much aided by financial literacy in India. Among all farming
households, about 27-37% are financially literate. and have access to official credit
sources(Proscovia et. al. 2021 [21] ).Recognizing the importance of agriculture and allied
sector in India’s development, the. Government; Reserve Bank of India (RBI) and many
financial research institutes in collaboration with farmer-oriented universities like agriculture,
veterinary and allied universities have played an important role for catering to the increasing
awareness on financial literacy and access to credit services among farmers as there exist
visible lacunae in“achieving improved farmers economy (Gautam et. al. 2022 [11]).The
financial literacy was found to have direct impact on socio-economic factors and hence
protocols containing suitable delivery services that addressing financial conceptsresults in

producing beneficial effect and long-term sustainability on farming communities (Patel 2023
[20]).
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1. Introduction

Financial literacy is the understanding of ideas and abilities related to taxation, borrowing,
investing, budgeting, and financial transactions. A term for this lack of knowledge is financial

illiteracy. Acquiring financial knowledge is vital as it empowers individuals to understand
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and effectively manage wealth and debt.Farmers that are financially literate are better able to
use and comprehend a variety of financial concepts and instruments, which empowers them

to manage their farm finances with knowledge and confidence(Ankrah Twumasi et. al.2022

[2]).

The process of improving financial consumers' and investors' understanding of financial
concepts and products, as well as giving them the knowledge and self-assurance to recognize
financial opportunities and risks, make wise decisions, know when to seek assistance, and
take other useful actions, is known as financial literacy(OECD, 2005 [18]).The facilitation of
the expansion of the agricultural sector by improving farmers' purchasing power for inputs,
which leads to higher quantities and better quality of inputs, is referred to financial literacy
for farmers(Chandio et. al. 2020 [5]; Yuni et. al. 2022 [27]).Financial literacy includes being
knowledgeable, educated, and informed on the issues of managing money and assets,
banking, investments, credit, insurance, and taxes(Hogarth 2006 [12]).Financial literacy is the
process by which people improve their understanding of financial products, services, and
concepts and are thus empowered to make informed choices, avoid pitfalls, know where to go
for help, and take other actions to improve their current and long-term financial well-being
(Schwabet. al.2008 [24]). This review poses a deeper understanding of the concepts of

financial literacy through the following objectives

e To understand the concept of financial literacy which is essential for empowering the
farmers and improving their livelihoods.

e To determine the ways of familiarizing the farmers withthefundamentalaspects of
financial literacy.

e To study the .impact of financial literacy on farm financial management and

productivity.

2. Importance of financial literacy

Through financial literacy, productivity is increased with the adoption of new agricultural
technologies made possible by credit understanding.Financial literacy is increasingly
important in navigating the global marketplace, as individuals are faced with a countless of
financial decisions concerning saving, investing, and borrowing (Liu et. al. 2024 [15]).
Hence, financial literacy is quickly becoming acknowledged as a fundamental ability that
directly affects financial well-being(Das and Maji 2023 [8]).



Poor/lack offinancial management,inadequate risk management, inefficient resource
allocation, inability to access existing financial services, lower profit of Margins,
moredependence on informal lending, limited growth and expansion, missed opportunities for
right investment, vulnerability to fraud and exploitation by intermediaries in marketing
channels, poor compliance with regulations in taxations, stagnancy inproductivity, lack of
modern equipment,prone tohigh debt levels, lack of knowledge to deal with the local traders
and middleman, lower market price of crop/produce are some of major constraints faced by
the farmers (Zhllimaet. al. 2024 [28]). To overcome these major constraints, the goal lies in

creating awareness to farmers with understanding the concept of financial literacy(Patel 2023

[20]).
3. Educate to empower

Financial literacy education helps in empowering farmers through improved financial
management, enhanced decision-making to become self-reliant, access to available financial
services, understanding risk management, investing in sustainable practices, record keeping
on cash flows and financial tracking, empowerment and independence which leads to

community development (Choudhary and Kamboj 2017 [7]).

Implementing financial literacy through education for the farmers requires a multifaceted
approach that takes into-account of their specific needs, learning preferences, and the
challenges they face (Liewet. al. 2020 [16]). Organizing workshops, field days, peer learning
group activities, mentorship and training programmes in rural areas on topics like budgeting,
cost management, investment, government credit initiatives and market analysis (Yuni et. al.
2022 [27]).Distributing different easy to understand educational materials can helps in
knowledge acquiring and retention among the farmers. Several Government approaches i.e.,
Extension services and NGO initiatives have leveraged their services in creating awareness

on financial literacy(Newar and Bhuyan 2022 [17]).

In order to introduce educational strategies, the implementation should be initiated with
assessing needs to understand the topics of interest to be addressed among the farmers. Once
the needs are assessed, developing a curriculum relevant to the farmers plays a major role.
The other factors like Training of trainers, implementing pilot programmes to test the

effectiveness helps in scaling up to a larger audience. Suitable monitoring and evaluation



need to be taken up to assess the impact and suitable reconsiderations (Proscovia et. al.
2021[21]).

4. Key Areas of Financial Literacy

Training needs assessment carried out among the farmers revealed certain key

areas to be acknowledged among the farmers that consists of different;
Cost management practicesand budgeting — assessing profit and loss from time to time
Investment in agriculture allied sectors and infrastructure — right investment for more benefits

Acquiring the knowledge on market analysis and pricing strategies — fetches more value for

the produce with high economic returns.

Risk management and insurance — awareness on uncertainties and suitable claiming to reduce

the losses.
Record keeping and financial statements — maintaining cash flow records in the farm

Access to available and suitable credit and financial services — creating awareness among
beneficiaries (Falola et. al. 2023 [9]).

Sustainable practices and long-Term planning

Educating on government schemes and promotingresponsible borrowing towards judicial
usage of finance (Chand and Bhatt 2023 [4]).

In the context of livestock farming, an understanding of different credit schemesis essential
that consists ofNational Livestock Mission, Animal Husbandry Infrastructure Development
Fund, NABARD"Dairy and Poultry Venture Capital Fund, Livestock Insurance Scheme,
Pradhan Mantri Fasal Bima Yojana, Training Of Rural Youth for Self-Employment, Rural
Development and Self Employment Training Institute’ (RUDSETI) for Training and
facilitating the rural youth for taking up Self Employment as an alternative career.In
agriculture, understanding of Kisan credit card, Agri clinics and agri business centres scheme
and in fisheries Pradhan Mantri Matsya Sampada Yojana are essential (Singla and Malik,
2021 [25]).

Farmers can access these schemes through their local banks, different cooperative societies,

and government agricultural departments. Eligibility criteria, beneficiaries, interest rates, and
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application processes may vary, hence it is advisable to consult the specific credit services

guidelines or local agricultural offices for availing information.

5. Factors enhancing financial literacy

There exist broad variety of factors that influence financial literacy among the farmers.
Among those, the role of socio-economic factors like age, educational background, land

holdings, annual income have positive significance on financial literacy.

Theimportance of tailored financial education empowers farmers with the necessary financial

skills and knowledge toimprovetheir economic well-being (Charyulu and Selvamani 2023

[6]).

Economic factors that includes access to financial resources and educational factors like
previous training experience on credit services awarenessamong farmers’ shapesfinancial

literacy levels in a positive direction (Patel 2023 [20]).

Additionally, the training programmes conducted after suitable needs assessment had a
positive influence on skill enhancement and a basis for policy formulation (Agarwal et. al.,
2014 [1]).The other important cultural educational factors like experience with application for
accessing subsidies, access to.a bank account, and their habit of financial keeping

records(Zhllima et. al. 2024-[28]) promote desired financial literacy.

6. Recommendations

I. Implementing different targeted workshops including women farmers and peer
learning group activities concerning to the farmers need can lead to significant
literacy enhancement.

ii. Collaborating with private players, universities by government can bring out
desired outcomes from the farmers.

iii. More awareness on digitalization and usage of technology needs to be created
among farmers addressing financial literacy (Sarfo et. al. 2023 [22]).

iv. Suitable policies need to be enacted with evaluation and feedback mechanism for
effective results.

V. The factors like promoting financial inclusion, enhancing economic development,
empowering communities as well as cooperatives (onah et. al. 2024 [19]),

reducing vulnerability to financial risks, and fostering social equity can be
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achieved through financial literacy among the farmers (Chand and Bhatt 2024

[4]).

7. Conclusion

A crucial component of financial literacy instruction is equipping livestock farmers with the
knowledge and skills they need to manage their resources sensibly, make informed financial
decisions, and increase their overall farming success(Atkinson & Messy, 2012 [3]). Livestock
farmers can be successfully taught financial literacy using a range of instructional techniques
and approaches. By providing people with stronger financial management skills, this
financial education eventually helps to increase the farming operations' profitability and
sustainability, which improves their standard of living(Agarwal et. al. 2014 [1]). The
financial inclusion among the farmers also found to achieve food security: positively (Li et.
al.2024 [14]).

The different studies emphasize the necessity of focused educational initiatives and materials
that give farmers accurate and trustworthy information about various investment options. It is
important to find and support reliable information sources that farmers may use to guide their
investment decisions (Xu et. al. 2023 [26]). This can involve working together with financial
organizations, extension agencies for agriculture, and industry professionals to give farmers
accurate and current information on potential investment opportunities. Farmers can benefit
from and maintain long-term sustainability through appropriate delivery services that address
financial services, as financial literacy has a direct impact on socioeconomic aspects (Safitri
2021 [23]).
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