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The objective of this paper is to present a detailed review of relevant studies on financial 

planning and related issues in India. The current study advances personal finance literature by 

presenting recent studies on personal financial planning. The study explores various literature 

available about financial planning and attempts to list out some of the challenges as well as 

opportunities for financial planning to be a profession in India.  Relevance of personal 

financial planning for individuals and families has increased in the last decade after 2008-09 

global economic downturn. Various studies showing major trends which helped to shape the 

emergence of the global financial planning profession as we know it today are examined. As 

issues like longevity, a shrinking workforce, declining wealth, and market complexities 

increases, opportunities for competent and ethical financial planners who work in the client‟s 

interest becomes even more evident. In India, financial advisory and distribution are both 

managed by a single person or entity. Here the distributor is the agent of both the product 

provider and customer.  This has been found to work against the interests of customers, in the 

form of high commissions and perverse incentives in sales practices. It is one of the major 

challenges for the development of Financial Planning as an independent profession.  

Current study is an extensive literature review across major countries where financial 

planning is practiced as an independent profession. Various opportunities and demand for 

financial planning along with the major challenges faced by the practitioners is elucidated. In 

India, most of the existing literature is on the consumer behaviour perspective towards 

financial products and not on the practitioner of financial advising.   

This elaborate review of literature has been divided into four sections consisting of financial 

literacy, financial knowledge, financial planning and regulatory environment in major 

countries. 

Keywords:Financial Intermediation, Financial Service, Personal Finance, Financial Advice, 
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1. INTRODUCTION: 

Finance helps in the smooth running of all the aspects of life. Personal finance refers to the 

financial management of which anindividual or a family unit.Decisions related to earn, to 

spend, save, and invest monetaryresources over time, taking into account various financial 

risks and future life events(Bhate& Bansal, 2014).Financial planning is the process of 

developing a personal roadmap for a family or individual‟s financialwellbeing. This process 

requires inputs in the form of personal financial data of the family or an individual such as 

income, expenditures, assets and liabilities. Also required are the personal goals and 

requirement of funds to meet that goal with a clearly defined timeline. The output of these 

inputs is a personal financial plan that tells how to utilize the money in various investment 

instruments to achievethe goals, keeping in mind the risk of inflation, real returns, and taxes 

(Bhate& Bansal, 2014). In short, financial planning is defined by Bhate& Bansal as a process 

of systematically planning one‟s finances towards achieving ones‟ short-termand long-term 

life goals. 

Financial Planning for individuals, families and small business owners is popularly known as 

Personal Financial Planning (PFP).  Kapoordefines Personal financial planning as “The 

process of managing your money to achieve personal economic satisfaction”(Kapoor, 2012). 

The Certified Financial Planner (CFP)Board in the United States gives a broaddefinition of 

financial planning: theprocess of determining how to best achieveone‟s life objectives 

through managingfinancial resources.  

Warschauer (2012) inhis paper suggests one of the comprehensivedefinitions of financial 

planning. It pointsout that for a successful financial planner, along with technical skills, good 

communication skills with clients will helpthem to accomplish their financial goals. 

“Financial Planning is the processthat takes into account the client’spersonality, financial 

status and thesocio-economicand legalenvironments and leads to theadoption of strategies 

and use offinancial tools that are expected toaid in achieving the client’s financialgoals.” 
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Rosilyn H. Overton(2008) in her theories of the financial planning profession has explored 

several literatures from multiple disciplines which are contributing to the theoretical basis of 

the financial planning profession.A definition of financial planning as values andgoals-driven 

strategic management of the client‟s financial resources wasfashioned, and the financial 

planning process was identified as the strategicplanning process applied to the financial and 

economic resources of the person or family. 

Uncertain economic environment intensifies the importance of wise personal financial 

decisions. People becoming bankrupt and losing life and people investing their hard-earned 

money in fraudulent investments are the common difficulties resulting from poor personal 

financial planning and incomplete information. Well planned Personal Finance leads to 

Financial Satisfaction and Well–being. As Every person, family, or household has a unique 

needs and financial position, their financial planning must also be carefully planned to meet 

specific needs and goals (FPSB,2009). 

Financial planning is consistently ranked as a profession with good earnings potential, low 

stress and excellent future job growth in all the major global economies. The US Department 

of Labor believes that job growth for financial planners will be a whopping 27% throughout 

2022. Existing structure of financial advisory consisting of stockbrokers, bankers or 

insurance advisors make consumer interact with multiple sources for achieving their financial 

goals. Now, personal financial planners help their clients get all the pieces of the financial 

puzzle right by providing customized advice. The demand for such services continues to rise 

(FPSB, 2014).Studies has shown thatthat individuals with higher incomes, educational 

attainment, and financial literacy are most likely to receive financial advice (J. Collins, 2010). 

But, Kimiyaghalam, et.al (2016), observes that the traditional financial advisors like 

solicitors, insurance agent, and real estateagents usually act as a dealer for their products. 

Kimiyaghalam elaborates that, financial advisors first introduce their financial products and 

then try to match their products with the needs of customers. This situation is very much 

applicable to current Indian scenario of financial services, which is predominantly 

distribution oriented rather than advice oriented. In contrast, financial planners offer financial 

advice based on the needs of the clients and then look for a product that will suit their 

requirements (Brimble and Murphy, 2012). 
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Figure 1: Broad structure of Financial Services sector in India 

Current structure of Indian Financial Services sector is broadly explained through Figure 1.  

Source: IBEF Report on Financial Services, www.ibef.org 

Capital Markets are regulated by Securities and Exchange Board of India (SEBI), Insurance 

by Insurance Regulatory and Development Authority of India (IRDAI) and Banks and Non-

Banking Financial Companies by Reserve Bank of India (RBI). Insurance and Investments, 

major segments of financial services sector follow distribution modelto reach out to 

customers.According to Sahoo & Sane, 2011, the intermediary or advisors or agents sells to 

the consumer but is remunerated by the manufacturer or producer  or product provider of the 

financial services. Regulators of the producer is regulating the advisors too. Advice given 

from product provider‟s representative is likely to be biased because the incentives and 

commissions comes from higher sales by the product provider and not from end customer 

after his satisfaction.The approach to financial services regulation in India, like in many 

markets, is oriented towards product regulation.Within the current regulatory framework in 

India, support for the notion of “financialadvising” or “financial planning” appears to be 

limited as the sale of financial products is increasingly undertaken within transactional sales 

relationship (Sahoo & Sane, 2011). 

  

http://www.ibef.org/
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2. LITERATURE REVIEW: 

This elaborate review of literature has been divided into four sections consisting of financial 

literacy, financial knowledge, financial planning and regulatory environment in major 

countries. 

2.1Financial Literacy 

“The What, Why and How of Financial Literacy” (February, 2013) by K. C. Chakrabarty, 

former Deputy Governor of the Reserve Bank of India, addressed a few key issues relating to 

financial literacy in a country like India. In his address at the stakeholders‟ workshop on 

“Financial literacy”, organized jointly by the UNDP, NABARD and MicroSave, Mumbai he 

mainly spoke about the importance of financial literacy, the target audience for financial 

literacy and the key suggestions to improve the levels of literacy for the growth and 

development of the nation. He structured his speech around What, Why, Who and How of 

Financial Literacy.  

Concepts of financial planning arise from the financial education given to the individuals to 

manage their household expenditures, savings and investments. According to Dr. Y.V.Reddy 

(2006) financial education primarily relates to personal financial education to enable 

individuals to take effective actions to improve overall well-being and avoid distress in 

matters that are financial. The Organisation for Economic Cooperation and Development 

(OECD) defines financial literacy as – “A combination of awareness, knowledge, skill, 

attitude and behaviour necessary to make sound financial decisions and ultimately achieve 

individual financial well-being (OECD 2005).” Which means financial literacy is expected to 

provide the required understanding to individuals to make informed decisions when using 

financial services. It is not just about markets and investing, but also about saving, budgeting, 

financial planning, basics of banking and most importantly, about being “Financially Smart” 

(Dr K C Chakrabarty – 2014). 

There is also evidence that financial literacy is a multi-dimensional construct and separately 

measuring its different dimensions is important. Schicks (2014) finds that while over-

indebtedness is lower for borrowers with good debt-literacy, general financial literacy and 

numeracy seem insufficient to reduce over-indebtedness. 
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Lusardi &Mitchelli (2007) investigated the causes and consequences of financial illiteracy to 

betterunderstand why retirement planning is lacking and why so many households arrive 

close toretirement with little or no wealth. Their review revealed that many households are 

unfamiliarwith even the most basic economic concepts needed to make saving and 

investment decisions. There was widespread of financial illiteracy as the young and older 

people in the United States and othercountries appear woefully under-informed about basic 

financial concepts.This had serious implicationsfor saving, retirement planning, mortgages, 

and other decisions.  

The report, “Financial Literacy among Working Young in Urban India” (2013), by Sobhesh 

Kumar Agarwalla, Samir K. Barua, Joshy Jacob, Jayanth R. Varma(IIM-A), presents an 

investigation of a study on the influence of various socio-demographic factors on different 

dimensions of financial literacy, among the working young in urban India. The study also 

investigates the relationship between the dimensions of financial literacy. Adding to the 

growing empirical understanding of financial literacy across countries, the study provides an 

analytical basis for enunciating policy to enhance financial literacy of the youth in India. 

In spite of various proactive measures taken by governments, regulatory bodies and 

corporate, financial literacy in India among adults in India is just 24% compared to 

worldwide rate of 33% as per S&P Global Financial Literacy Survey 2016 (S&P, 2016). As 

per the factsheet of Financial Literacy and Inclusion Survey 2013-14 by National Centre for 

Financial Education, financial literacy in Karnataka is 25% and financial inclusion is 15% 

which is much higher than national level rate of 20% and 11% respectively (Vinod Krishna, 

et.al., 2019).  

The formulation and implementation of the National Strategy for financial education 

therefore becomes a top priority for the country to educate the new entrants into the financial 

system. The Indian national strategy was initially prepared by a committee representing all of 

the country‟s financial regulators (Financial Stability and Development Council of India, 

2012), and was also peer reviewed by the OECD/INFE. The national strategy for financial 

education is deemed essential in ensuring that the national financial inclusion policies 

implemented by the government are successful. Increased levels of financial literacy will be 
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essential to support the national financial inclusion efforts, in particular once the basic 

financial products such as micro-insurance and pension products are offered to basic bank 

account holders throughout the country.“National Strategy for Financial Education” (2012), 

published by the RBI, is an important paper reviewed for this study considering the reliability 

of the source. The coordinated efforts of the Reserve Bank of India and the Government of 

India over the last five years have culminated in providing access to banking services to a 

majority of the Indian population. 

In a study presented at ISDSI International Conference at IIM, Trichy, 2017 titled “Can 

Financial Literacy enhance the scope for Personal Financial Planning? – A study of 

Bengaluru City”, Vinod Krishna & Ruchi Gupta reiterates that financial inclusion and 

financial literacy are the two important elements in the RBI‟s developmental role. They say 

that the basic aim of financial literacy is to create awareness about financial planning in the 

general public. According to them, the most common myth among people in general is that 

one who is „literate‟ or „rich‟ is also „financially literate‟. Another myth is that financial 

literacy is more important for adults.  The findings from their study is lack of basic financial 

understanding leads to unproductive investment decisions.Overall awareness or literacy level 

of people provides vast scope for formally doing a personal financial planning by improving 

financial literacy across the state of Karnataka, particularly among earning population in 

Bengaluru city. People from Bengaluru city are improving their financial literacy in terms of 

risk management using life insurance products. But provide scope for improvement in terms 

of retirement planning, health insurance, and using credit optimally (Vinod Krishna & Ruchi 

Gupta, 2017). 

Financial literacy is very important for the economic wellbeing of the nation‟s future. 

Improvement in financial literacy will have a positive effect on accessing the personal 

financial planning services (Vinod Krishna, et. al., 2019). 

2.2Financial Knowledge 

Understanding the relationship between knowledge of personal financial issues and 

corresponding financial behaviour is increasingly recognized as an area of critical financial 

importance.  Concepts relating to spending, saving, investing and borrowing are not clearly 

understood even by literates. Today, it is required by every earning person to think, plan and 



 

Journal on Banking Financial Services & Insurance Research 
Vol. 10, Issue 2,   February  2020,  Impact Factor: 6.596         ISSN: (2231-4288) 
      www.skirec.org                                                      Email Id: skirec.org@gmail.com 

 

 

 
An International Double-Blind, Peer Reviewed, Refereed Open Access Journal - Included in the International Indexing Directories 

 
Page 36 

act on securing their financial future (Vinod Krishna, et.,al., 2019). Increasing life 

expectancy, rising costs of healthcare and increasing complexities of financial products make 

it very important to get a basic understanding of personal finance (Sobhesh Kumar, et.,al., 

2015). Education is prescribed as a common response for this lack of knowledge (Scott, 

2010), with the general assumption that improved financial knowledge will result in more 

effective financial decision-making. Some evidence indicates that the relationship between 

knowledge and behaviour is more complicated as improved knowledge does not 

automatically result in improved behaviour (Braunstein & Welch, 2002). Perry and Morris 

(2005) suggested that psychological factors, such as locus of control, may mediate the impact 

of financial knowledge on behaviour.  

Previous field studies around the world find that majority of individuals has a low level of 

financial knowledge (Lusardi & Mitchell, 2008; Lusardi &Tufano, 2009; Van Rooij, Lusardi, 

&Alessie, 2011). Low financial knowledge is associated with sub-optimal financial outcomes 

in many areas such as retirement planning (Lusardi & Mitchell, 2007), borrowing decisions 

(Lusardi &Tufano, 2009), and stock market participation (Van Rooij et al., 2011).  

The Financial Industry Regulatory Authority (FINRA) is a self-regulatory agency formed 

from the former National Association of Securities Dealers (NASD) and certain regulatory 

functions formerly performed by the New York Stock Exchange (NYSE) in 2007. The 

FINRA Investor Education Foundation, or FINRA Foundation, exists to provide education to 

underserved populations regarding the skills, knowledge and tools required to achieve 

financial literacy. In 2009, the FINRA Foundation, in conjunction with the U.S. Department 

of the Treasury, conducted the National Financial Capability Study in order to assess 

Americans‟ ability in dealing with four key components of financial capability. These are: 

making ends meet, planning ahead, managing financial products, financial knowledge and 

decision-making. According to the Survey, financial planning serves as a complement to 

financial capability: individuals with higher incomes, educational attainment, and levels of 

financial literacy are most likely to go for financial advice or personal financial planning. 

Theoretically, knowledge of how financial markets operate should result in individuals 

making more effective borrowing decisions (Liebermann & Flint-Goor, 1996). This is 
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generally supported by the available literature as numerous studies indicated that well 

developed financial skills are necessary for effective money management (Carswell, 2009; 

Collins, 2007; Haynes-Bordas, Kiss, &Yilmazer, 2009; Scott, 2010). However, the majority 

of these studies failed to provide a direct link between personal financial knowledge and 

actual financial behavior. Several studies provided evidence of a link between knowledge and 

behaviour, though they vary in how knowledge is measured and what behaviours are 

addressed. 

Chen and Volpe (1998) established a link between financial knowledge and financial 

decisions. Based on a 36-item measure of knowledge, more knowledgeable respondents 

achieved higher scores on hypothetical spending, investment, and insurance decisions when 

compared with less knowledgeable respondents. More knowledgeable respondents were also 

more likely to keep financial records. 

Borden et al. (2008) presented findings that questioned the link between knowledge and 

behaviour, as they did not note any significant relationship between financial knowledge and 

effective financial behaviour. The results presented by Borden et al. (2008) suggested that 

greater knowledge may improve intentions towards more responsible behaviour.  

Among the general population, there is some evidence that financial knowledge and financial 

behaviour may be positively related. Hilgert, Hogarth, and Beverly (2003) examined the 

correlation between financial knowledge and actual behaviour among the general population 

in the United States. They measured knowledge using the 28-question Financial IQ measure 

that is included in the Survey of Consumer Finances, which deals with aspects of cash-flow 

management, credit management, savings, investments, mortgage information, and other 

financial-management topics (Hilgert et al., 2003). The researchers noted significant 

correlations between credit management scores and scores on the composite measure of 

financial knowledge. Lusardi and Mitchell (2006) analysed retired households, indicating that 

greater knowledge was associated with planning and succeeding in retirement planning, as 

well as investing in complex assets such as stocks. Further research by Lusardi and Mitchell 

(2007) indicated that more knowledgeable Americans thought more about 

retirement.Research by Courchane (2005) indicated that self-assessed knowledge was one of 
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the most significant factors in determining financial behaviour. However, research has made 

it clear that people do not always have a full understanding of their own level of financial 

knowledge (Courchane, 2005).Financial satisfaction is an individual‟s subjective perception 

of the adequacy of his or her own financial resources (Hira & Mugenda, 1998). Financial 

satisfaction has long been acknowledged as a component of well-being (Campbell, Converse, 

& Rodgers, 1976) and has received attention in studies on wellness related stressors such as 

financial strain, risk management issues, locus of control and employment issues (Porter & 

Garman, 1993). 

According to Vinod Krishna, et., al., (2019), financial Satisfaction of an individual 

predominantly depends on meeting the financial goals by applying his or her financial 

literacy (measured using Financial Knowledge) or using financial planning (best practices) 

concepts. Their study also proved that personal financial planning has a significant impact on 

financial satisfaction.The study concluded that income has the most significant impact on 

financial satisfaction, followed by financial planning, age, financial knowledge, education 

and financial confidence. They also concluded that respondents below the taxable slab of 

income (between Rs.1,00,000 to Rs.2,50,000) lack the required financial literacy and in turn 

are unaware of financial planning (best practices) concepts.   

2.3Financial Planning 

 

The term Financial Planning is considered synonymous with Investment Planning. The 

investment planning is part of overall financial plan. Gitman& Bacon (1985) had written a 

paper which provides a conceptualunderstanding of the comprehensive personal financial 

planning process and its role in the financial services sector.Accordingly, the main areas of 

planning under personal financial planning are as follows: Tax planning, Cash flow planning, 

Investments, Risk management, Retirement planning, Estate planning. The Personal 

Financial planning involves complete financial profile of an individual with his/her family. 

Lin & Lin (2008) observed that Personal Financial Planning involves managing all the money 

activities during his/her lifetime. Traditional personal financial planning procedures begin 

with the planner‟s financial status, goals, and expectations for the future before future cash 

flows for meeting the goals with different time. 
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Most of the studies, literature reviews about financial planning were concentrating on the 

customer or consumer perspective and their behavioural aspects towards financial products 

like insurance, mutual funds. The literatures based on studies with Indian context are 

predominantly about the people availing insurance and other equity market products.  Very 

less literature has been found about the practitioner of the financial planning profession in 

India. 
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Various literatures referred conclude that the CERTIFIED FINANCIAL PLANNER 

credential is the most desired and respected global certification for those seeking to 

demonstrate their commitment to competent and ethical financial planning practice. 

CERTIFIED FINANCIAL PLANNER professionals meet initial and ongoing education, 

experience and professional development requirements, pass a rigorous exam that assesses 

competency, and adhere to a code of ethics, pledging to provide financial planning in the 

interests of clients and with the highest ethical and professional 

standard(https://www.fpsb.org/cfp-certification/). Researchers have established that Personal 

Financial Planning as a new profession with CFP certification across the globe. It has all the 

characteristics required for a profession.Already many countries have recognised it as a 

profession. As per 2018-year end, 181,360 CFPs are spread across 26 countries worldwide.  

As of 1 April 2019, the CFPCM certification program in India is directly administered by 

U.S.-based Financial Planning Standards Board Ltd. (FPSB Ltd.), owner of the international 

CERTIFIED FINANCIAL PLANNER certification program outside the United States. 

(https://www.fpsb.org/member/financial-planning-standards-board-

india/),(https://india.fpsb.org/) 

According to FPSB, financial planning as a “process of developing strategies to help people 

manage their financial affairs to meet life goals.” CFP Certification rated as the “Gold 

Standard” in Financial Planning by the Wall Street Journal in the year 2006. CFP certification 

is acknowledged as one of the Upcoming Certification in financial services in India by “The 

Week” in 2004 (FPSB, 2008). 

Along with financial education, concepts of financial planning helps in mobilizing savings 

into fruitful investments matching the life stage goals of the individual investors. Grable, 

J.E.E. Al, (2005) elaborates on the personal financial planning. He observes that the 

“practice” of financial planning has become more sophisticated in the past several decades. 

The use of quantitative techniques to develop mean/variance optimal portfolios and 

probabilistic simulation models of asset spending, for example, has provided an air of 

scientific validity to planning. Yet all the computer sophistication available to planners is of 

limited value without an accurate understanding of the client. Truly successful financial 

planning will require advancement in advisor ability to know the client. 

https://www.fpsb.org/cfp-certification/
https://www.fpsb.org/member/financial-planning-standards-board-india/
https://www.fpsb.org/member/financial-planning-standards-board-india/
https://india.fpsb.org/


 

Journal on Banking Financial Services & Insurance Research 
Vol. 10, Issue 2,   February  2020,  Impact Factor: 6.596         ISSN: (2231-4288) 
      www.skirec.org                                                      Email Id: skirec.org@gmail.com 

 

 

 
An International Double-Blind, Peer Reviewed, Refereed Open Access Journal - Included in the International Indexing Directories 

 
Page 41 

The lack of theoretical development also poses a risk to the recognition of financial planning 

as a profession. While financial planning can be traced to a variety of theories, including 

home economics; agency theory; Modigliani‟s life cycle theory; Markowitz‟s modern 

portfolio theory through the Capital Asset pricing Model (CAPM) and Efficient Market 

Hypothesis (EMH), there is no formal body of theory available for financial planning 

(Warschauer 2002; Black, Ciccotello and Skipper, 2002). A stand-alone theory for financial 

planning would enhance the stature of the profession and assist the public in understanding 

why financial planning is performed (Altfest, 2004). 

In 2002, Guy Cumbie, then chair of the Financial Planning Association (FPA), bemoaned the 

“embarrassingly gaping hole in the personal financial plan-ning profession‟s body of 

knowledge in the area of planning” (Accounting Today, 2002). Warschauer, meanwhile, has 

observed that “we have poor theory to guide the practice of financial planning” (2002), while 

Black Jr. et al point out that “the PFP field has evolved largely devoid of a theoretical 

foundation” (2002). 

An empirical study by Rosilyn H. Overton (2007) provides the theoretical bases of personal 

financial planning to be called as a profession. It explored various governing disciplines and 

their contribution to the field of personal financial planning.The study showed that financial 

planning is the value and goals driven application of strategic management to the client‟s 

financial and economic resources, and that the financial planning process is an adaptation of 

the strategic planning process to the client‟s financial and economic goals.  According to Ms. 

Overton, the theoretical body of knowledge of financial planning represents the integration 

into a comprehensive whole of a variety of theories from multiple disciplines.  

Like many other professional services, after all, financial planning possesses high credence 

properties (Sharma and Patterson, 1999), which means that the quality of the service is 

difficult to judge, even after it has been delivered. Personal Financial Planning (PFP) for 

individuals, families and small business owners is a profession that has been gaining in the 

number of practitioners and clients, and in acceptance since its formal inception on December 

13, 1969 Dunton (1969).   

According to Greenspan (2003), one of the reasons for the rapid expansion of personal 

financial planning field is due to increasing complexity in managing personal financial 
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matters in the past 40 years .Importance of planning in managing personal finances is 

explained by G. G. Kumaraswamy Naidu and Ali Mohammad Anwer (2004). According to 

them, personal financial planning entails planning for one‟s financial needs, present as well 

as future, while keeping in mind of one‟s income. The monthly cash inflows have to be 

adequately distributed between spending and accumulating wealth. Wealth is defined as the 

valueof total assets one owns, less the liabilities. 

Personal financial planning is also influenced by Psychology and the new entity called 

Behavioural Finance (Nimish Shah 2004). Once the primary needs of Psychological, Safety, 

Social, Esteem and Self-Actualization (Maslow, 1954)  are met, people are more willing to 

consider the achievement of higher-order needs which include personal development, and 

securing a better future for themselves and those they love (Callan, V.J., Faicd, F. & Johnson, 

M., 2002). According to Meenu Verma(2007) today, all these needs can be satisfied if a 

person has a very essential resource – Money. Money has become the bedrock of satisfying 

ones needs and achieving one‟s goals in life.  

In managing their personal financial affairs, people are attempting to achieve a level of 

financial independence that allows them to meet not only their basic human needs, but also 

higher-level needs for self-development and self- improvement (Callan, V.J., Faicd, F. & 

Johnson, M., 2002). According to Vechalekar, N.M., 2000, investor‟s main objective is to 

earn higher returns keeping in mind the risk and liquidity factor. With this objective in mind, 

an investor is looking out for various investment avenues. Most people consider themselves 

to be risk-avoiders rather than risk-takers. People will make decisions in which they are 

willing to accept a certain small return rather than a larger, but uncertain profit, from their 

financial decisions.  

Financial Planner Board of Standards, Inc. (CFP Board, 2009) found that while consumers 

are concerned about preparing for retirement and managing income once retired, nearly two 

thirds of those surveyed do not have a written financial plan. (CFP Board. (2009) National 

Consumer Survey on Personal Finance, from http://www.cfp.net/downloads/) In a worldwide 

research over a period of two years and published by FPSB Research in 2014, over 11,800 

CFPs responded to FPSB‟s questionnaire and the analysis enumerated nineteen different 

http://www.cfp.net/downloads/
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taskswhich are important to a personal financial planner (FPSB Research, 2014). The study 

focused on the tasks, skills and knowledge necessary for the practice of financial planning. 

2.4 Regulatory Environment 

Regulatory environment from various countries where financial planning has been recognised 

as a profession with Certified Financial Planning as the certificate of recognition has been 

studied. The synopsis of the study has been tabulated for ease of comparison (FPSB, 2008). 

S. 

No. 

Country Regulations Notes 

1. Australia Corporations Act, 2001 

Financial Services 

Reform (FSR) Act, 

2001 

Australian Securities 

and Investments 

Commission (ASIC) 

Act 2001 

1. Primary regulator is AISC. 

2. Single licensing regime for sales, advice 

and dealings in relation to financial 

products. 

3. Complete range of financial products and 

services included.  

4. On FPA recommendedfor the members to 

move from commission based to fee-based 

model of financial advisory. 

2. Canada Securities Act - 

National Instrument 14-

101, 1997 

1. Canada has regulators of securities and 

financial services in each province. 

2. National level SROs regulate product sales 

for mutual funds and securities. 

3. Investment Funds Institute of Canada 

(IFIC) supports the work of the Canadian 

Securities Administrators (CSA) aimed at 

streamlining Canada's current securities 

regulatory system. 

3. Malaysia Capital Market and 

Services Act (CMSA), 

2007 

Insurance Act 1996 

1. Financial Planning is regulated by two 

authorities – the Securities Commission 

provides under CMSA the definition for 

Financial Planning, whereas the Central 

Bank provides under the Insurance Act the 

guidelines for Financial Advisers. 

2. CFP Certification is an eligible 

qualification. 

4. New 

Zealand 

(NZ) 

Financial Advisers Act 

2008 

1. The Financial Advisers Act covers aspects 

of practice including authorization, 

definitions, registration, etc. under the 

supervision of Securities Commission. 

2. It is proposed that the key elements will be 

set by subsidiary legislation called 
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Regulations and there will be a Code 

which will set out competency 

requirements and ethics and practice 

standards for the financial advisers. 

5. South 

Africa 

Financial Services 

Board Act, (Act 97 of 

1990) (“FSB Act”) 

1. The Financial Services Board (FSB) 

regulates the activities of all financial 

service providers who give advisory and 

intermediary service. 

2. The Act requires licensing of such service 

providers and governing their conduct 

through a code of conduct and specific 

enforcement measures. 

6. UK Financial Services and 

Markets Act (FSMA) 

2000 

1. Financial Services Authority (FSA), an 

independent body with statutory powers, 

regulates business and requires that all 

investment businesses apply for 

authorization through their respective 

SRO. 

2. FSA is accountable to Parliament, though 

it is operationally independent of 

Government and is funded entirely by the 

firms it regulates. 

3. FSA stopped the commission-based system 

of adviser remuneration in 2012. The 

charges would be decided by the 

consumers and would no longer be 

determined by the product providers. 

7. USA Investment Advisers 

Act,1940 and Investors 

Protection Act 

(Proposed), 2009 

1. The Act regulates investment advisers who 

furnish advice relating to securities. 

2. It requires that firms or sole practitioners 

compensated for advising on securities 

investments register with the SEC if assets 

under management exceed $25 million. 

The advisers below this limit must register 

at the state level. 

3. The Financial Planning Coalition, 

consisting of CFP Board, the Financial 

Planning Association, and the National 

Association of Personal Financial 

Advisors, recommends the creation of a 

professional oversight board for financial 

planners that would set and enforce 

competency and ethical standards in the 

delivery of financial planning advice, 

subject to SEC oversight. 
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4. Investor Protection Act 2009 proposes 

consistent standards, disclosures amongst 

others. 

 

At present, financial planning is not considered as a profession in India as per the Income Tax 

Act, 1961. According to the Act, occupation, practice, or vocation requiring mastery of a 

complex set of knowledge and skills through formal education and/or practical experience. 

Every organized profession (accounting, law, medicine, etc.) is governed by its respective 

professional body. It was observed by Indian Supreme Court in CIT vs. Manmohan Das 

(1966) 59 ITR 699 (SC)  that a profession involves occupation requiring purely intellectual 

or manual skills.The following have been listed out as professions in section 44AA of 

Income Tax Act, 1961and notified thereunder (Notifications No. SO-17(E) dated 12.1.77 and 

No. SO 2675 dated 25.9.1992): 

1. Accountancy 

2. Architectural 

3. Authorised Representative 

4. Company Secretary 

5. Engineering 

6. Film Artists/Actors, Cameraman, Director, Singer, Story-writer, etc. 

7. Interior Decoration 

8. Legal 

9. Medical 

10. Technical Consultancy 

The following activities are considered as business: 

1.  Advertising agent  

2.  Clearing, forwarding and shipping agents - CIT v. JeevanlalLallubhai& Co. [1994] 

206 ITR 548 (Bom). 

3. Couriers 

4. Insurance agent  

5. Nursing home 

6.  Stock and share broking and dealing in shares and securities -CIT v. 

LallubhaiNagardas& Sons [1993] 204 ITR 93 (Bom). 

7. Travel agent 

As Insurance Agent is recognised as business activity, due consideration should be given to 

financial planning in accordance with other major countries where it is a recognised 

profession. 
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To meet the socio-economic changes and demographics requirement, this list needs updating 

in accordance with the global trends. In the United States, United Kingdom and Australia, 

there are already legislations passed to make financial planning as a recognised profession. 

This will help a large youth population of India to choose a recognised and rewarding career 

to become an employee or an entrepreneur and also extends the reach of various financial 

services companies. 
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3. INFERENCES & SUGGESTIONS 

Based on the suggestions of practitioners, it is suggested to continue the existing regulatory 

body for financial services products.However, in the current regulatory approach, the focus 

ends up being primarily on regulation of the product and the producer with very little focus 

on the mode of financial advice and distribution. In India is an agent/advisor who can sell 

products of several mutual funds and an insurance company. Investors/customers can receive 

very different information about products, which are similar in economic terms, depending on 

which product provider is paying a higher commission. Stoughton, Wu, and Zechner (2011) 

find that kickbacks to advisers from product providers are always associated with higher 

portfolio management fees and negatively impact fund performance, regardless of investor 

understanding.Therefore, a complete segregation of advice from distribution to solve the 

incentive-compatibility problem arising out of conflict of interest is recommended. 

Accordingly,financial plannersto be the agents of the customer, while distributors to be the 

agents of the product provider. In this regard, Financial Advisers Bill with provision for 

setting up of a professional body to develop, regulate and certify the profession of financial 

planners is recommended and also to include financial planning as a recognised profession 

under section 44AA, Income Tax Act, 1961(Sahoo& Sane, 2011). 

 

4. CONCLUSION 

A detailed extensive study of Certified Financial Planners and other financial advisors who 

are posing themselves as financial planners in Indian financial services with a detailed 

quantitative analysis should be taken up on the multiple factors. Granting of professional 

status to financial planning with a unified regulatory and certification body for financial 

planners will help a large population of graduates coming out of Indian universities and will 

spread financial literacy across the country. 

 

There are quite a few academic research articles in the field of financial services in general 

and personal financial planning in particular. Universities adopting Personal Financial 

Planning as one of the optional subjects in post-graduation programmes like Master of 

Business Administration will develop this multidisciplinary body of study even further.  
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