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Abstract - The term digital financial literacy has evolved globally and has turn out to be a center area for researchers and 

policymakers. Digital financial Literacy has gained significance with the expansion of a diversity of digital financial 
products and services, augmented complications of the financial markets, and cash less India campaign. The dream of 
building India a digital country will be fulfilled if the people are financially literate i.e. they know how to access and use the 
digitally available financial services. It is very significant for the authorities to formulate adequate interventions to make 
people digitally literate. The main aim of this paper is to develop a conceptual framework for digital financial literacy in 
context of business and strive to find some intellectual insights to understand how digital financial literacy helps the firms to 
achieve their objectives. The paper presents certain issues related to digital financial literacy, access to financial services and 
financial services utilization among MSME sector. It expects to standardize a conceptual framework for a forthcoming 

assessment. The paper attempts to determine the importance of digital financial literacy, access to financial services and  
actual financial services utilization. Further research is mandatory to authenticate empirically the outline through organized 
investigations and to review its practicability as a digital financial literacy model. It is envisioned that the conception of 
attentiveness and transfer of digital financial literacy and planning to access and utilise the digitally available financial 
services will enable the government to investigate on inclusive level, issues for financial success of MSME sector. The topic 
is original and positions itself as the foundation stream of digital financial literacy and access to financial services research, 
eventually leads towards introductory contribution to financial services utilization. 
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I. INTRODUCTION 

 

Digital technologies are progressively more 

incorporated in the country and are making a 

noteworthy influence in the financial diligence by 

introducing new and creative financial products, 

services and providers in the market. Globally in 
recent years, digitalisation is moving persons and 

industries, with mobile currency services accessible 

in 64% of developing nations (GSMA, 2016), and 

their extend is  expected to enhance with the growing 

access rate of mobile phone connections and 

approximate to go beyond 100% globally by 2020. 

These remarkable changes enhance the requirement 

for valuable digital financial literacy, financial 

consumer protection and digital financial inclusion 

policies. 

In the present arena, financial services in the 

digitalised form are a need for everyone in the nation. 
In context of business, MSMEs has been dependent 

on cash form of transacting from decades due to low 

rate of financial literacy and using traditional forms 

of financial services. To promote digitalisation, role 

of various strategic initiatives in this view by 

administration to enhance digital financial literacy 

and adoption of financial services is highly 

admirable, paving way to financial services adoption 

among MSMEs. Moreover, if we talk about the 

people, those who are residing in the urban area have 

more knowledge about how to access financial 
services which are available to them at low 

transaction cost. In other words, they are more digital 

financial literate. To know about the term ‘Digital 

financial literate’ firstly there is a need to focus on the 

meaning of financial literacy. The United States 

Agency for International Development (USAID), 

2009 defines financial literacy in the viewpoint of 

small and medium enterprises as a financially literate 

MSME owner knows what are the suitable financing 

options for their business at the different development 
stages of the business and knows where to get the 

most appropriate products and services. They are 

familiar with the legal and regulatory framework and 

their rights and recourse options. Digital financial 

literacy term is defined by Morgan, Huang and Trinh 

(2019) as the knowledge of the digitally available 

financial products and services. On the other hand, 

digital financial services includes access to different 

types of services such as payments, savings, 

insurance etc which are provided through various 

digital channels like internet, mobile phones, ATMs, 

point on sale (POS) terminals etc. It includes mobile 
financial services such as mobile banking, mobile 

money and mobile payments. M- Money facilitates 

electronic transfer using mobile network. 

Today also the low income group who are less 

financially literate are forced to access expensive and 

traditional forms of financial services. Government 

has took various steps and launch various policies 

regarding the easier access of digital financial 

services, still huge population do not utilize these 

opportunities due to lack of digital financial literacy. 

The demand and the supply of digital financial 
services for the consumers are not properly balanced, 

with supply being acutely controlled by the short of 

feasibility and sustainability of present dealing 
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models. Developing newly rising company’s models, 

speedy technical innovations and government 
initiatives have significantly facilitated supply 

circumstances to step forward to provide digital 

financial services to the excluded population. 

Extending the prospective access of digital financial 

services, the digitalisation of finance offers the 

prospect to attain the goal of financial inclusion by 

providing the accessibility of digital financial 

services, that will provide the benefits to the 

unbanked sectors of the people and making 

contribution in the context of digital alternatives to 

give confidence to customers and entrepreneurs to 

way out the informal sector and make entry in the 
modern world of digitilsation. Together with this, the 

necessary documents needed to utilise the financial 

services will also become digitalised, making it easier 

for the user to meet the significant identification 

needs and it also prevail over one of the barrier of 

financial access. 

This theoretical paper will collect information starting 

from secondary sources and proceed towards an 

incorporated conceptual framework to advance the 

digital financial literacy awareness and its conversion 

into improved digital financial access of financial 
services in a holistic approach. The review will also 

endeavor to recognize the occurrence of utilization of 

digital financial services in the MSME sector. Till 

date, scholars have deliberated the underlying factors 

of financial planning, financial experiences and 

money attitudes on MSMEs owners/managers’ 

financial knowledge and literacy, but nominal attempt 

is undertaken to investigate the associations between 

digital financial literacy, access to financial services 

and ultimately financial services utilization. In 

realism, an owner/manager of MSMEs may be digital 

financially literate however it may possible that they 
do not have appropriate financial service access or 

they are not using financial services digitally though 

access to them are available. Therefore, the main 

uniqueness anticipated from this paper is the 

development of a framework which identifies the role 

of digital financial literacy and access of financial 

services in the adoption of digitally available 

financial services. The methodology engaged in this 

study includes the assessment of existing literature 

pertaining to financial literacy including digital 

financial literacy, access to financial services and its 
links towards financial services utilization. This will 

permit the conceptualization of an incorporated 

model connecting theories consequent from earlier 

period empirical and theoretical examination in this 

context. The subsequent section will illustrate the 

progress of the conceptual framework. 

 

II. IMPORTANCE OF DIGITAL FINANCIAL 

LITERACY 

 

In present times, digital financial literacy is very 

significant as we are familiar with the fact that 

currently all financial services and products are 

accessible in digitalized form and in addition 
administration is promoting digital India. The 

significance of digital financial literacy becomes 

relevant particularly after the recent moves of the 

government i.e. demonetization and Goods & Service 

tax (GST). The worldwide revaluation in mobile 

phone communication, alongside with speedy 

advances in Digital payment system is going to 

achieve a exceptional level in upcoming time, 

creating opportunities to unite MSME sector to 

reasonable and trustworthy monetary tool through 

mobile and further new digital interface. Digital 

financial literacy will ease MSMEs’ owners and 
managers from all the obstacles associated with the 

usage of financial services at digital platform. Even 

the consumer who is not associated with the banking 

sector can make use of financial services digitally if 

he/she is digitally financial literate. 

 

2.1 OBJECTIVES OF THE STUDY 

1) To discuss about the conceptual framework of 

digital financial literacy. 

2) To point out the mediating aspect of financial 

access. 
3) To highlight the importance of digital financial 

literacy. 

4) To suggest measures for enhancing the digital 

financial literacy level in India. 

 

2.2 METHODOLOGY OF THE STUDY 

Secondary research was conducted to develop the 

framework of digital financial literacy in India. A 

detailed study of existing literature has been done to 

come across the significance and investigate the 

necessity of digital financial literacy. The data was 

collected from secondary sources i.e. available 
articles, journals, reports, books and websites. 

 

III. DEVELOPMENT OF CONCEPTUAL 

FRAMEWORK 

 

The main objective for majority of individuals from a 

monetary viewpoint is to attain financial autonomy at 

the initial promising phase of their existence. The 

extent of financial autonomy may be different 

considerably from one individual to another and is 

mostly associated with their surroundings and their 
awareness in the direction of money. The digital 

financial services sector is also attaining insights 

from the experiences of consumer goods and mobile 

services industries, which have achieved far greater 

outreach and penetration of their products and 

services by : – 

 

(a) To focus upon customer requirements and staying 

associated as the desires develop; 

(b) Providing services that effectively fulfil those 

desires and generate a consumer pull 



International Journal of Management and Applied Science, ISSN: 2394-7926                          Volume-5, Issue-12, Dec.-2019 

http://iraj.in 

A Conceptual Framework for Digital Financial Literacy 

 

55 

(c) To create consumer trust by effective branding, by 

creating accessibility and awareness of various types 
of services. 

(d) By providing multiple types of products to access 

which are sustainable and are reasonable 

 

According to Bayar, Sezgin, Ozturk and Sasmaz 

(2017) financial literacy in context of business 

owners must reveal the skill to understand and aware 

of necessary financial reports and statements to make 

well-versed decisions and to devise knowledgeable 

judgements regarding the finance.  If we consider the 

term digital financial literacy, still there is no uniform 

definition of digital financial literacy. The digital 
financial literacy is a multi dimensional construct 

which includes dimensions such as knowledge of 

digital financial products and services, awareness of 

digital financial risks, knowledge of digital financial 

risk control, and knowledge of consumer rights and 

redress procedures (Morgan, Huang and Trinh 

(2019). The knowledge of digital financial products 

and services includes the basic understanding of 

digital financial products and services. The existence 

of non-traditional financial products and services i.e. 

digitally available services must be known to the 
small and medium enterprises. The various modes of 

transaction such as the internet and mobile phones to 

name a few and its lack of usage inhibit the actual 

utilization of financial services. In addition to this, 

MSMEs’ owners and managers must be capable of 

comparing the benefits and problems related to each 

digital financial service. 

 

‘Awareness of digital financial risks’ is the next 

dimension which is equally important for the constant 

evaluation. Firms require to comprehend the 

additional risks while using Digital financial services. 
The types of risks such as phishing, pharming, 

spyware, sim card swaps are complicated and it 

becomes difficult for the user to recognize it than the 

traditional form of financial services. Firm’s owners 

must be awake of the subsistence of online scam and 

cyber safety risk. The next dimension of digital 

financial literacy is ‘digital financial risk control’ and 

it is associated with the users’ knowledge of how to 

remain safe from risks related to the digital financial 

service usage. In context of MSME sector, the owners 

and managers must be familiar with the use of 
computer programs and apps available in the mobile 

phones for digital transaction to avoid pharming, 

spamming, phishing, etc. The knowledge to protect 

their personal identification number (PIN) and 

additional private data must be known to the user. 

The last dimension is ‘knowledge of consumer rights 

and redress procedures’. MSMEs owners and 

managers must recognise their rights and be familiar 

with the redressal procedure, if they get trap in any 

kind of fraud or other kind of loss related to digital 

financial services. As per EAG report (2015), firm’s 
owners do not understand the advantages of raising 

digial finance and also do not aware of the digitally 

available financial services. They lack the proper 

financial skill to make themselves as a hub of 

investment. Access of financial services may 

available to them but they do not have proper 

knowledge for its actual utilization. Financial access 

is regarded as the most important aspect for the 

expansion and growth of firms (OECD, 2005). Beck, 

Demirguc-Kunt and Martinez (2005) remarked that 

financial access allows businesses in developing 

economies to take productive investments projects, to 
develop their firms and to receive the modern 

technologies which results in the long term survival 

and development of the economy. Hussain, Salia and 

Karim (2018) in context of firms proved the positive 

association between financial literacy and financial 

services. They remarked that with the knowledge of 

financial concepts among MSMEs’ owners and 

managers, access and utilization of financial products 

and services will increase. Accessibility is one of the 

major barrier in the actual utilization of financial 

services (Shankar, 2013). Financial access is the 
availability of funds from different digital sources 

and utilization is the actual use of financial services 

(Mabula & Ping, 2018). Both terms are interlinked 

with each other. 

 

In other words, financial access plays the role of 

mediator. The decision regarding the actual usage of 

financial service is made once the MSMEs’ owners 

and managers have easy access to financial services. 

In context of this conceptual framework, there is a big 

possibility that if the MSMEs’ owners and managers 

are digitally financial literate, access are easily 
available to them as they are knowledgeable enough 

to know about the different sources of financial 

services, they will surely utilize the appropriate 

financial service which is better for the functioning of 

their firm. The importance of financial access in the 

digital financial literacy and the utilization of 

financial services will be seen in the present era of 

Digital India. 

 

To arrive at the aforesaid, it is necessary that a 

definite extent of digital financial literacy is obtained 
by each and every person, irrespective of age, 

occupation, race or gender. Access to financial 

services in the structure of investments, credit, 

indemnity, transfers is a basic instrument for 

supervision of a MSME unit, its fruitful capability for 

smooth disbursement when inflows are unpredictable, 

to put together the additional funds when the actual 

expenses is more and to save from emergencies for 

the long run survival of the enterprise. 
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Figure 1. Conceptual framework for Digital Financial Literacy 

 

IV. CONCLUSION AND IMPLICATIONS 

 

The most significant confront going ahead is how to 

expand the knowledge of digital financial literacy 

with the upcoming new creation of financial services, 

policies, and strategies which are additional fact 

based. Major challenges in the approach of this 

objective comprise of how do we advance the 

expansion of services that are equally attractive to 

and valuable for MSMEs owners/managers? How do 
we bring into line funders and administration about 

the precise approaches to maximize interests of the 

MSMEs owners/managers? And how do we support 

company’s model incentives in the order of financial 

products and services that will benefit the MSME 

sector most efficiently? 

The conceptual model envisions that MSMEs 

owners/managers and policy makers will have an 

introduction to an inclusive autonomous proposal on 

the antecedents of financial services utilization. 

Government and policymakers must consider these 
measures for the transfer of Digital financial literacy. 

These are: 

1. Institution on the significance of digital 

financial literacy and access to financial 

services in the modern business context, in 

order to acquaintance of financial services 

utilization. 

2. Foundation of attentiveness among MSMEs 

owners/managers on the significance of their 

responsibility in ensuring shift of sufficient 

digital financial knowledge and experience. 

3. Significance for employers in managing 
seminars, training and instruction on digital 

financial literacy as component of Corporate 

Social Responsibility (CSR) to their 

employees and the possible maintenance 

from administration by way of incentivizing 

these initiatives. 

4. Participation of NGOs in related 

programmes, by way of commencing free 

sessions on digital financial literacy and 

financial services accessibility. 

 

Furthermore, MSMEs will be more significant 

stakeholders in realising the objective of constant 

cash less financial system. MSME sector is absolutely 

essential for weaving the framework of development 

in country and digital financial services utilization 

with low transaction cost is the most fundamental tool 

of financial knowledge which can probably present 

them some reimbursement. 
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