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Abstract 

Cross-selling, or selling additional products to present customers, is a vital growth 

strategy for retail banks. However, its success depends on customers' receptiveness to 

considering new offerings. Pass-promoting, or promoting additional merchandise to 

current clients, is a vital increase strategy for retail banks. But its achievement depends 

on customers' receptiveness to thinking about new services. A better financial literacy 

promotes receptiveness, even as lower literacy engenders reluctance and confusion. 

Financial literacy is a key determinant of cross-promote effectiveness. Banks need to 

tailor their recommendation, education ranges, and income strategies to match clients' 

financial sophistication 
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I. INTRODUCTION 

        Cross- selling / Cross -promoting the exercise of promoting new services and 

products to current clients, has grown to be an increasingly more critical strategy for 

growth and profitability in the retail banking area (Citi studies, 2021). But, the 

fulfillment of pass-selling relies upon heavily on clients being receptive to considering 

additional services from their present-day monetary group. Past studies have shown 

that an individual's level of economic information and expertise can considerably have 

an impact on their financial behaviors and decision-making (Lusardi & Mitchell, 2014). 

This indicates that a financial institution purchaser's diploma of financial literacy can 

also play a pivotal role in their openness and response to go-selling suggestions. 

Notwithstanding the plain linkage, most effective confined studies has examined how 

clients' economic literacy can also affect their receptiveness to cross-promoting in a 

banking context. That is a splendid information gap, given the boom vital for banks to 

generate more fee from present client relationships. Consequently, this study targets to 

investigate the connection among retail financial institution clients' monetary literacy 

and their receptiveness to considering new merchandise supplied to them through 

cross-promoting. We hypothesize that better monetary literacy will be related to more 

receptiveness to cross-selling, because of higher self-belief in product assessment and 

financial selection-making competencies. In evaluation, decrease degrees of financial 

literacy might also limit move-promoting achievement, if customers sense stressed or 

overwhelmed whilst presented with extra sophisticated product alternatives requiring 

monetary know-how to evaluate. This paper will record on an empirical look at 

surveying retail bank customers on their economic understanding, cutting-edge 

product usage, and openness to capability pass-selling tips by using their financial 

institution. The findings will offer novel insights into how banks can tailor their cross-

promoting techniques and economic advisory services to match the monetary 

sophistication in their customers. Matching conversation and training methods to 

customers' literacy levels emerges as a possibility to pressure at the same time 

beneficial consequences from move-promoting projects. 

 

Objectives of the Study  

1. To study about what are the importance of financial literacy among customers for 

the success of cross selling practices of banking industry 

2. Identify how financially literated customer get premium advantage on cross selling/ 

cross promoting exercise from the bank  
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Review of Related Literature  

1. Early foundational studies such as Lusardi and Mitchell (2007) developed 

measurements of financial literacy and documented widespread illiteracy across 

countries. Later studies built on this, finding links between literacy and retirement 

planning (Lusardi and Mitchell 2011), wealth accumulation (Behrman et al. 2012), and 

credit use (Disney and Gathergood 2013) 

2. Recent research continues examining cross-selling in the context of evolving banking, 

including digital disruption through big data analytics (Li et al. 2015) and open banking 

APIs (Hoffmann et al. 2020). As banking models change, so do cross-selling strategies 

and their impacts. 

3. Methodological critiques have pointed to limitations in measuring financial knowledge 

through surveys, arguing for measurements of actual capability (Fernandes et al. 2014). 

Qualitative studies have also provided nuance in understanding financial literacy, such 

as examining socioeconomic determinants behind financial behaviors (O’Neill and 

Xiao 2012). 

4. Gaps remain in understanding heterogeneity in financial literacy across demographic 

factors like age, gender, and culture (Lusardi and Mitchell 2014). There is also need for 

further research in the Global South, where financial systems are rapidly evolving. 

5. Literature highlights the importance of customer relationships in cross-selling success, 

including relationship duration, breadth and satisfaction (Li et al. 2005, Flores and 

Whyte 2007). Consultative and targeted selling approaches are more effective than 

mass campaigns (Kamakura 2008). Product bundling is also an established cross-selling 

strategy (Chen and Chen 2013) 

 

Research Methodology  

It is a descriptive study conducted for absorbing data for this study. 

 

Why Financial Literacy 

1. Making Informed Decisions: Financial literacy enables people to select the best 

banking products and services that meet their requirements and objectives by helping 

them to make informed financial decisions. 

2. Prudent Lending: Consumers with a strong grasp of finance are more likely to be 

familiar with the terms and conditions associated with credit cards, loans, and other 

financial instruments. This information lowers the probability of debt-related 

complications by aiding people in making suitable borrowing decisions. 

3. Effective Budgeting: People can manage their income, spending, and savings more 

skillfully when they have proper budgeting skills, which are encouraged by financial 

literacy. Financial security and stability are subsequently enhanced by this. 
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4. Preventing frauds and scams: Having sound financial knowledge, protects one from 

a being of target of bank fraud.  

5.  Improved Customer Relationships: Financially literate clients who recognize the 

worth of different banking products and services are advantageous to banks. 

Customers and banks have better, more favorable connections as a result of this 

knowledge, which promotes trust. 

6. Risk Mitigation:  People with financial literacy are better able to recognize and 

control their financial risks. Customers in the banking industry are more likely to make 

educated choices if they are aware of the dangers associated in different savings or 

investing alternatives. 

7. Regulatory Conformity: Financial literacy helps clients comprehend the laws and 

regulations that govern the banking industry. This expertise promotes a culture of 

responsible financial behavior and ensures compliance to financial legislation. 

8. Financial Equilibrium: A populace that knows money matters helps preserve 

economic stability as an entire sector. Financial crises that might harm the banking 

industry and the whole economy are less likely to occur when people are fully 

furnished to make wise financial decisions. 

9. Encouraging Banking Inclusion: By helping individuals with comprehending the 

benefits of using authorized banking services, financial literacy programs may be 

extremely important in promoting banking inclusion. This is especially crucial in areas 

where financial access obstacles could exist. 

10. Adaptation to Technological Advancements: As technology advances and the 

banking industry changes with it, financial literacy is becoming more and more 

important in order for clients to use electronic banking services efficiently, traverse 

digital platforms, and comprehend online security precautions. 

Cross-selling becomes more effective when combined with financial literacy for several 

reasons. 

a. Targeted Product Suggestions: • Customers with financial literacy are more 

conscious of their financial objectives and demands. Financial institutions can use this 

information to generate cross-selling suggestions for products that are more pertinent 

and targeted. Offers that meet customers' monetary targets are likely to be 

appreciated. 

b. Knowledgeable Decision-Making: People with a basic understanding of finance are 

able to evaluate the benefits and drawbacks of new financial solutions. Customers are 

more likely to accept cross-selling offers that genuinely benefit them when they go 

through this educated decision-making process, which increases customer happiness 

and loyalty. 
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c. Transparent Communication: Financial literacy encourages open lines of 

communication between clients and financial institutions. Customers are more likely to 

participate voluntarily in a cross-selling process when they are aware of the 

characteristics, conditions, and advantages of the product. This openness increases 

credibility and confidence. 

d. Risk Knowledge: Understanding financial risks is a component of financial literacy. 

Consumers who understand finance better are able to assess the dangers of items that 

are cross-sold. Because of this risk awareness, decisions are made with greater caution 

and there is a greater chance of client approval. 

e. Customization of Offers:  Customers with a solid understanding of finances frequently 

value tailored and customized solutions. Cross-selling campaigns may be customized to 

match each person's unique requirements and preferences, making the customer 

experience more satisfying and unique. 

f. Strengthening Current connections: Stronger customer-bank connections are a result of 

financial knowledge. When cross-selling is viewed as a natural progression of an 

already-existing good connection, it becomes more successful. Cross-selling is more 

likely to be seen by financially savvy clients as a means by which the bank might 

improve their financial situation. 

g. Understanding the Value Proposition: Knowledge of finance facilitates clients' 

comprehension of the benefits of more goods and services. Customers are more likely 

to recognize the value in growing their relationship with the financial institution when 

they understand the advantages and benefits of cross-selling items. 

h. Long-Term client Loyalty: Financial literacy-focused cross-selling promotes long-term 

client loyalty. Consumers are more likely to remain involved with a financial institution 

if they feel knowledgeable and empowered, which will increase revenue and increase 

the client lifetime value. 

i. Educational Approach:  Customers that are financially knowledgeable are open to 

learning new things. Cross-selling initiatives having an instructional element—

explaining the features and advantages of suggested products—are more likely to 

connect with financially savvy people. 

j. Adoption of Digital Channels: Knowledge of digital banking channels is frequently a 

component of financial literacy. When cross-selling to clients who are comfortable 

utilizing digital platforms or mobile applications for financial transactions and are 

digitally literate, it works better. 
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Finding 

a.Consumers that are financially knowledgeable are more likely to make wise choices 

while engaging in cross-selling. Higher financial literacy skills have been linked to a 

better understanding of the ramifications of extra banking products and more 

deliberate decision-making, according to the research. 

b.According to the research findings, banks may improve the efficacy of cross-selling by 

tailoring their tactics to the financial literacy levels of their clientele. This method 

guarantees that suggestions correspond with the individual requirements and 

inclinations of clients. 

c. Cross-selling tactics that include financial literacy initiatives improve the customer 

experience by empowering and enlightening consumers.According to the research, 

incorporating financial education into cross-selling tactics enhances both the 

immediate results and the long-term connections with customers. 

d. According to the report, banks realize how important it is to meet the unique 

financial demands and objectives of those who are financially literate and provide them 

with goods and services that correspond with their advanced comprehension of 

financial concepts. 

e. According to the study, cross-selling opportunities involving sophisticated financial 

planning services are more likely to be presented to financially astute clients. Seeing 

that these clients are capable of more intricate financial arrangements, banks may take 

use of their experience to provide higher-tier financial goods and services. 

 

II.CONCLUSION 

   To sum up, the correlation between cross-selling and financial literacy 

within the banking industry highlights the mutually beneficial association between well-

informed customer decision-making and efficacious sales tactics. These two 

components work together to create a financial environment that is more stable and 

focused on the needs of the consumer. The cornerstone is financial literacy, which 

enables people to comprehend and maneuver through the complex world of banking 

services and products. Consumers who possess more financial literacy are not only 

better equipped to make educated decisions regarding their financial requirements, but 

they also exhibit greater openness to bank strategies like cross-selling. When cross-

selling is done with a foundation of financial literacy, it becomes a value-added service 

rather than just another sales gimmick. Customers that are financially savvy and aware 

of the consequences of their financial aspirations."In the realm of cross-selling, a 

financially literate customer is not just a consumer; they are a contributor to shaping a 

personalized banking experience that aligns with their financial acumen." 
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