5 Finanzgruppe

“Financial Literacy” -
A comparative study in selected countries

November 2007






Table of Contents

Preface

Executive Summary

1. Background

2. Study Implementation and Objectives

3. Summary of Individual Studies

3.1
3.2
3.3

3.4
3.5

3.6
3.7

Context

Why provide financial education?

Between self-interest and social responsibility — Who has a

stake in financial literacy?

On target: Which groups does financial education aim to reach?

Range of financial literacy measures

3.5.1 Priority areas

3.5.2 From brochures through TV ads to school curricula— A
detailed look at various media and measures

Financial jungle — Allocating resources for financial education

Blueprints for good measures — Success-determining factors in

financial literacy

3.7.1 Measuring success

3.7.2 Success-determining factors

4. Challenges and Possible Courses of Action

4.1
4.2

Different countries — Similar challenges
Possible courses of action by German development cooperation

Annex 1: Terms of Reference “Financial Literacy”

Annex 2: Overview of Individual Studies

13
15

17
17
20

23
25
29
29

29
32

38
38
39

47
47
49

56
58






Preface

In Germany, over 7.3 million people are considered ‘overindebted’; this means
that more than every 10th adult is not able to cover his/her liabilities with

the income available. This situation is frequently triggered off by the loss of
employment or a divorce; however, many households lack the basic knowledge
to handle their personal budgets. But this is not the only reason why measures
targeting the strengthening of financial literacy are gaining more and more
importance. Financial markets get increasingly complex and are almost inscru-
table for the consumer. At the same time, there is a rising necessity to provide
for one’s old age on an individual and long-term basis.

But financial literacy is not only an issue for industrialised nations; it is even
more important for developing and transformation countries. When combined
with other measures of development cooperation, financial literacy can es-
sentially contribute to combating poverty. Only if the individual person is able
to understand the functioning of at least simple financial services and make
appropriate use of them, he/she is in a position to improve his/her personal
economic situation on a sustainable basis. Also on a macro-economic level,
financial literacy is of utmost importance for the alleviation of poverty: Only if
there is sufficient demand for financial services, (micro) finance institutions are
able to reach an adequate number of customers and give sustainable access to
financial services even in rural areas.

What are the special features of successful financial literacy measures / pro-
grammes, what are the central problems, which local partners are suited best
to improve the level of financial literacy? To find answers to these questions,
the Sparkassenstiftung fiir internationale Kooperation commissioned external
consultants with a field study on existing financial literacy measures in Mexico,
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Preface

Botswana, South Africa, Namibia and Vietnam at the end of 2006 / beginning
of 2007. In these regions, Sparkassenstiftung is working as implementing
agent of German development aid, and our partners are strongly interested
in strengthening their capacities in the field of financial literacy. Based on the
results of the individual country studies, this paper presents the different ap-
proaches of financial literacy, describes the effects of success (or even failure)
and gives hints to the factors of success and the options for action of German
development cooperation. The results of the individual country studies are
summarised in a table which is attached in the annex. On individual request,
the detailed country studies can be ordered from Sparkassenstiftung.

The Sparkassenstiftung would like to thank the German Federal Ministry for
Economic Cooperation and Development (BMZ) for rendering financial support

to the execution and publishing of the study.

Sparkassenstiftung fiir internationale Kooperation, November 2007



Executive Summary

Financial literacy is intended to empower individuals to handle financial
resources effectively, with a view to sustainably improving their individual living
conditions and those of their families.

The theme of “financial literacy” is an international new-comer that has only
been discussed intensively at the international level for a small number of
years. At its core are individual people, the aim being to develop their financial
skills and abilities to such an extent that they can make decisions independ-
ently and on a financially meaningful basis. This theme has struck a particular-
ly strong chord in developing and transition countries where national financial
markets have become more complex but where, at the same time, the ongoing
mainstreaming of microfinance within national economies has opened up new
opportunities for reducing poverty. Indeed, people need a minimum level of
know-how merely to use simple financial services that will allow them to sus-
tainably secure their livelihoods. However, financial (basic) literacy is not just
important for the individual. From the macro-economic perspective, a finan-
cially literate population is of major importance in terms of combating poverty.
Only if this knowledge is on hand, (micro) finance institutions can reach a suf-
ficient number of customers, and so operate sustainably (in rural regions too).

Also in industrialised nations too, the theme of (financial) literacy has now
moved into the spotlight. The EU’s White Paper “Financial Services Policy
2005 -2010" highlights the significance of financial education for EU Mem-
ber States. The Sparkassen-Finanzgruppe recognised this theme’s relevance
a number of years ago and has been supporting financial literacy in Germany
through various facilities, such as its “Geld und Haushalt” (Money and Private
Households) mechanism and the “Sparkassen School Service”. Sparkassen-
stiftung (English abbreviation: SBFIC) partner institutions have been main-
streaming financial education into their work for a while now and are looking
to strengthen their capacity in this field.



Executive Summary

Against this backdrop, external experts were mandated to conduct studies
on financial literacy in Mexico, Botswana, South Africa, Namibia and Vietnam
at the end of 2006/start of 2007. The aim of these studies was to obtain a
comprehensive overview of financial education in the respective countries,
to identify success-determining factors and arrive at action plans for German
development cooperation.

1. Context

The political, cultural and geographical framework conditions underlying fi-
nancial education in the five countries looked at in the study were all different.
General literacy rates in the countries concerned are all at a similar level on av-
erage (with deviations for certain population groups, gender or places of resi-
dence). However, in all five countries, secondary and tertiary level education

is less widely engaged in than primary education, whereby primary education
does mostly tend to be mandatory. High literacy rates do not mean much at all
though in terms of the population’s financial literacy and certainly do not make
financial education superfluous, although they do make it easier for people to
access information and thus lower the risk of financial difficulties.

2. Why provide financial education?

Financial education promotes a better understanding of financial services,
thus empowering individuals to make the best use possible of the resources
they have at their disposal and improve their quality of life. Educating people
financially helps stop them from falling into excessive debt and raises their
level of savings. It also strengthens people’s chances of making provisions,
say for their old age (via savings and insurance products), an important factor
given the small number of fully-fledged social security systems.

Financial education has its limits though. Preventing excessive debt through
literacy training can only be effective, if the income is able to secure the given
household’s survival in the first place. Financial literacy training can and
should complement measures in other sectors — general education, regulation,
strengthening of financial institutions.

3. Actors in financial literacy

Providers of financial education can be broken down into:
e Authorities and other state-run organisations

¢ Non-governmental organisations/private organisations
e Formal, semi-formal and informal financial institutions



Whilst state organisations and some NGOs fulfil an overarching, social man-
date (facilitating education, preventing poverty), financial institutions regard
financial education as a meaningful starting point for the use of their services
and products. Financial literacy helps strengthen (potential) consumers and
reduces risks for the service providers. Often financial institutions respond in
this way to state regulation, as is the case in Namibia, South Africa and in the
meantime in Mexico too. At the same time, financial education measures offer
institutions a chance to promote their own products.

4. Target groups

The country studies have shown that target groups in the countries looked at
differ greatly from one initiative to the next, whereby measures were designed
to target particularly high-risk groups as well as groups particularly worthy of
support:

e School children and young adults

e Women

e Marginalised, rural population groups

e Heavily indebted individuals

e Multipliers

e (Potential) clients of financial institutions

5. Range of measures

In all five countries in this study, there are virtually no systematic approaches
and programmes in the field of financial literacy. Instead there are a lot of
isolated, individual measures and initiatives. In spite of country-specific differ-
ences, certain themes are focused on in all of the countries concerned:

e Understanding and using the range of financial services

e Savings behaviour and household planning

e Risk management (debt prevention)

The following distribution channels are of special importance (individually or
in combination), if the targeted group is to be reached:

e Public education establishments/curricula

e Use of printed media

e Use of other media

e Organisation of events having an educational component

e Training

e Personal supervision and counselling



Executive Summary

6. Costs

Financial literacy is essentially funded by government budgets, international
donors and sponsors (including foundations) and financial institutions. The
precise costs of financial education measures are often difficult to assess,
since in many institutions they are merely a “by-product” and thus not listed
as a separate item in the budget. Furthermore, commercial providers, such as
financial institutions, are especially coy when it comes to divulging their costs.
Ultimately, any comparison of figures is limited, since different price levels ex-
ist and because demands in terms of the quality and scope of measures differ
considerably between the various countries.

7. Success-determining factors

Measuring success in the education sector is generally a very difficult under-
taking — and financial literacy training is no exception here. Determining the
level of effectiveness and correctly attributing changes in conduct often con-
stitute particularly difficult tasks. Nevertheless there are certain factors that,
country and continental frontiers notwithstanding, can help make a measure
succeed:

e C(Clear objectives and assignment of priorities

e Credibility

e Demand-oriented products (based on market analyses)

e Context-specific alignment

e Use of adequate media

e Quality of measures implemented

e Distribution and organisation

e Networks and partnerships

e Permanence and repetition of contents

e Sufficiently secure resources

8. Challenges and possible action

The theme of financial literacy is established to different extents in the five
SBFIC partner countries that took part in the study. In quantitative terms, it is
best represented in southern African countries, whilst Vietnam with only two
offers of training, is essentially just starting out. In Mexico there are currently
eight organisations offering financial education.

Even though the contexts differ, the challenges facing the individual countries

are similar in nature:

e Raise awareness of the importance of financial literacy, both amongst (po-
tential) providers / political actors and amongst (potential) consumers.
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e Coordinate measures and specify minimum standards for financial educa-
tion measures; develop instruments for measuring the degree of success
(and thus for monitoring success).

e Strengthen impact across the board by mainstreaming this theme into
school curricula and / or by having suitable financial institutions implement
financial education measures.

What is the upshot of the individual studies in terms of possible courses

of action in German development cooperation? In principle, it can be said

that measures should be initiated for all of the afore-mentioned challenges.
However, since a minimum level of sound, basic knowledge is required to use
even simple financial services, and since (micro) finance institutions can only
operate sustainably if they have a sufficient number of customers, components
that promote financial education inputs should be mainstreamed into existing
(micro) finance offers. In countries that have greater needs (because there are
hardly any offers or because key target groups are neglected), it makes sense
to promote specific projects that develop financial education measures and
implement them with suitable partners.

In Mexico with its large number of inhabitants, the main focus is on strength-
ening the broad-scale impact of financial education measures which have
concentrated to date more on the country’s urban centres. Potential partners
here include CONDUSEF and / or the savings banks associations which could
offer training in rural regions too via their member banks.

The challenge in sparsely populated Botswana is to incorporate basic financial
literacy into the school curricula and to establish a nation-wide offer of finan-
cial education for adults. Potential partners here include a regulatory authority
that is currently being set up as well as associations of financial institutions.

The supervisory authority in charge of microfinance institutions in Namibia,
NAMFISA, whose mandate also covers the theme of “financial literacy”, is a
possible partner for setting standards and for coordinating financial education
measures (especially via microfinance institutions).

In the Republic of South Africa the challenge is essentially one of develop-

ing clear-cut guidelines for financial literacy programmes and of coordinating
various initiatives in dialogue with the different actors and in cooperation with
other development organisations.
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Given Vietnam’s still very small-scale offer of financial education measures,
efforts could be made through ongoing dialogue with the Ministry of Educa-
tion and Training to have the theme mainstreamed into the school curricula.
Furthermore, it would be expedient to have organisations with nationwide
operations, such as the Women’s Organisation or the Vietnam Bank for Social
Policy (VBSP), engage in broad-scale implementation.

12



1. Background

Insufficient access to financial services (credit, savings and payment transac-
tions) is a key obstacle on the road to (economic) development in developing
and transition countries. However, potential consumers often lack financial
know-how too, be it with regard to the kind of services on offer or their cor-
rect usage. This also applies to industrialised nations too, as the numbers of
indebted households in Germany clearly shows. The EU’s White Paper “Finan-
cial Services Policy 2005 - 2010" also highlights the importance of financial
literacy for EU Member States!. Having identified the relevance of this theme
many years ago, the Sparkassen-Finanzgruppe has since committed itself to
promoting financial literacy in Germany through various means, such as its
“Geld und Haushalt” mechanism operated by Germany’s savings banks asso-
ciation, the Deutscher Sparkassen- und Giroverband (DSGV), and through the
“Sparkassen School Service” run by the Deutscher Sparkassen Verlag.

Given the increasing complexity of national and international financial mar-
kets, the theme of “financial literacy” has become more important, especially
in developing and transition countries. Knowledgeable consumers are of de-
cisive importance — they help keep the financial service market working. Once
low-income earners, the poor and marginalised population groups understand
what financial products are (such as savings, transfers, microloans), they then
become potential customers of (micro) finance institutions. We are talking
here about specific and purpose-oriented demand which helps secure the

1 Cf.in particular Chapter 2.6 of the White Paper, Users of financial services: input, education and
redress, where the EU points out that.... “there is a need for increased awareness and direct
involvement of citizens in financial issues. To strengthen the demand side and promote good
investment choices, e.g. for pensions, it is essential to increase transparency and comparability
and to help consumers understand financial products.”
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Background

long-term existence of (micro) finance institutions. Informal financial service
providers (e.g. traders, money lenders etc.) potentially become less important,
because well-informed customers are no longer prepared to accept overpriced
loans or other financial products that fail to conform to market conditions.
This is particularly crucial in rural areas, since any decision by a (micro) finance
company to open up a branch office at such a location depends on it having a
critical mass of customers.

Appropriate offers of basic financial education that are taken up by large num-
bers of people thus not only contribute substantially to the achievement of the
UN objective “Education for Sustainable Development” and to the reduction

of poverty as well as to improvements in individual people’s living conditions
but, through the widening and consolidation of the finance sector, also help

— particularly in connection with other measures - to prevent poverty and
foster rural development.
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2. Study Implementation and
Objectives

What kind of financial education offers do developing and transition coun-
tries have? What kind of experience has been gained with them and what

has helped them to succeed? Given the growing demand on the part of SBFIC
partner institutions? in various countries (wishing) to integrate elements of
financial literacy training in their offers and to expand their capacity in this
field, the study under review was implemented in five selected developing and
transition countries. The regional focal points are southern Africa (Botswana,
Namibia, Republic of South Africa), Latin America (Mexico), as well as Asia
(Vietnam). The study was conducted by local and international experts that
have been living on site for longer periods of time and who thus have sufficient
experience of the given country to be able to assess the linguistic and cultural
appropriateness of the various offers.

Financial literacy is intended to empower individuals to handle financial
resources effectively, with a view to sustainably improving their individual liv-
ing conditions and those of their families. This includes information materi-
als that look at key aspects of the theme of “credit”, programmes that teach
school students about savings, but also training offered by microfinance
institutions aiming to teach their (potential) customers how to draw up a bal-
ance sheet. On top of this, individual measures target special themes (such as

2 SBFIC partner institutions that already offer financial literacy training include, inter alia, South
Africa’s TEBA Bank and the TYM Fund in Vietnam (within the scope of credit meetings).

3 The OECD defines financial literacy as “the process by which financial consumers/investors im-
prove their understanding of financial products, concepts and risks and, through information,
instruction and/or objective advice, develop the skills and confidence to become more aware of
financial risks and opportunities, to make informed choices, to know where to go for help, and to
take other effective actions to improve their financial well-being*“.
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Study Implementation and Objectives

how to operate ATMs correctly or stock-exchange investment games that are
intended to explain the workings of the real stock market).

The study covered the following thematic areas in the five selected countries:

a) Inventory and brief description of the education offers available in the field
of financial literacy.

b) Assessment of the impacts had by the individual offers on the targeted
population groups (students, adults); where appropriate, description of the
(unintended) impacts on other groups.

c) Brief analysis of the key factors that contribute/have contributed to the suc-
cess (or failure) of a given measure.

d) Summary of situation at the outset and of the need for financial literacy
training, as well as an assessment of ongoing measures. On the basis of
existing measures, preparation of recommendations for the future design
of financial literacy training for the countries concerned and identification
of potential agencies to execute such measures.

A standard reporting format was specified so as to make it easier for the indi-
vidual countries to compare the studies (cf. also Annex 1, Terms of Reference).
Section 3 below contains a summary of the individual studies, focusing in par-
ticular on the success-determining factors in financial literacy training. Section
4 looks at the different possibilities open to German development cooperation
in this field.

16



3. Summary of Individual Studies
3.1 Context

The study focused on five fundamentally different countries on three conti-
nents with different histories and distinctly evolved cultures, standards and
institutions — and each with different starting points for the theme of “financial
literacy”. These differences — but similarities as well — are briefly outlined be-
low from a political and educational perspective. In Western terms, only four of
the five countries are classified as democracies. Vietnam, a country with a so-
cialist past and post-socialist® present has been in a state of radical change for
the past 20 years or more. The process of Doi moi — renewal - launched in 1986
heralded wide-sweeping economic reforms, which still shape the country’s
economic dynamics to this day. Positive growth and development rates have
led to increasing prosperity for the nearly 85.3 million inhabitants — albeit with
differences in urban and rural areas.

Contrasts of this kind between social groups are to be found in the other four
project countries too: Mexico, with more than 108.7 million inhabitants, has
been confronted by growing socio-economic disparities between urban and
rural areas, but also between the north and south of the country, since the
mid-nineties. The three project countries in southern Africa - Botswana, Na-
mibia and South Africa — are struggling with similar inequalities. The Republic
of South Africa with around 47 million inhabitants wields the most power in
this region. Following the collapse of the Apartheid regime in 1994, this coun-
try has undertaken key steps towards establishing a socio-economic system

4 Vietnam has made the transition from a centrally planned economy to a capitalistic free-market
economy; nevertheless there are still many cases of state intervention.
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Summary of Individual Studies

that is fair to all. However, unemployment, high HIV/AIDS rates, poverty and
criminality remain pressing social problems.

Namibia, which today has some 1.89 million inhabitants, did not gain inde-
pendence from its southern neighbour South Africa until 1990. With its natural
resources, sound infrastructure and access to markets, this country has an
enormous economic potential, but one that has not been exploited to the full
as yet. Allack of diversification, large disparities between poor and rich and a
high rate of HIV/AIDS of nearly 20% are holding back development.

In contrast, Botswana, which is a direct neighbour of both Namibia and South
Africa, has experienced extremely dynamic development in past decades,
making this country with its 1.82-million-strong population into one of the
few middle-income countries in the region. In spite of progressive political
commitment in the field of social policy and the promotion of civil society,
Botswana too is faced with the negative humanitarian, societal and economic
effects of the AIDS pandemic.

Regardless of their political and economic differences, all countries can
present similar success stories in the field of education. In principle, all coun-
tries have relatively high general literacy rates amongst the younger members
of the population: in Vietnam some 93.3% of all young people are able to read
and write, in Mexico 96.6 %, in South Africa 93.9 %, in Namibia 92.3 % and
finally in Botswana 89.1 %. With regard to general adult literacy, the rates are
only marginally smaller, although they are always above 85 %.

And yet, virtually all of the countries have gender-specific, ethnically-specific
and / or regionally specific differences. Furthermore, various factors in the
individual countries are jeopardising the successes achieved.

Vietnam, as a post-socialist country, essentially has a well-educated popula-
tion which attaches considerable importance to education. The general literacy
rates here are on average in excess of 90%. Men and women enjoy equally
good access to education, although problems do exist in some rural regions.
The risk of education standards dropping — which incidentally has often been
seen in other post-socialist countries — would appear negligible for Vietnam
where there is a high level of interest in education, both on part of the govern-
ment and individual citizens.

Mexico has succeeded in recent years in evening out differences in male and
female literacy. Indeed, in many disadvantaged areas, literacy campaigns
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have achieved a quite considerable level of success. More than 70% of young
people now attend a secondary-level school. However, although progress has
been made in recent years, some considerable differences in quality persist
—as becomes clear on analysing the figures for students completing their
school education — whereby the more prosperous north sets itself apart from
the poorer regions in the south. Furthermore, literacy rates amongst the ethnic
Indian population are well below the average rate (around 60%).

The average general literacy rates in the south African countries involved in
the study are also quite high. In relatively prosperous Botswana, some 92.1%
of menin the 15-24 age group are literate; and the rate for women in the same
age group is even higher at 95.6%. In Namibia literacy rates for men over

15 are just around 87%; the rate for women in this age group is 83.5%. The
considerable success had by literacy campaigns in recent years manifests itself
in a literacy rate that has risen to 92.3% among the under-fifteens. The story

is similar in the Republic of South Africa —in general adult literacy rates are
quite high (87%) and the rates amongst younger members of society are even
higher.

Nevertheless, in both Namibia and South Africa, the quality of education
differs greatly depending on ethnicity. Just as in the other countries, educa-
tion levels in poorer urban (townships) and rural regions are below those in
wealthier urban areas. What is more, there are qualitative differences in teach-
ing capacity for various subjects — they are often still below par in English,
mathematics and natural sciences.

Success in the fight against illiteracy in these southern African countries is

at risk on various fronts. The countries concerned are the target destinations
for alarge number of refugees from neighbouring, poorer regions where the
illiteracy rates are higher, leading to an increase in illiteracy rates in these
countries too. Providing education for the children of refugees is a difficult
task — the upshot being that a large number remain unable to read and write.
Furthermore, there is the high rate of HIV infections resulting in the death of
parents and teachers. A lot of children are orphaned and unable to continue
their school education, because they are forced to earn a living. In the medium
term, both of these factors lead to a worsening of the education situation.

Being illiterate does not necessarily mean however that people completely
lack financial competence —in the countries concerned, there are people who,
in spite of being unable to read and write, actively and successfully participate
in economic life as employees or as micro/small entrepreneurs and who have
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their finances under control. Conversely, being able to read, write and do basic
maths does not necessarily imply that the person concerned has attained a
(sufficient) level of financial literacy. Even well-educated individuals still re-
quire support in certain complex areas, such as old-age provisions for exam-
ple. Nevertheless, people have a greater chance of finding themselves in an
economically difficult situation, if they lack basic financial literacy, since their
income will tend to be more in the lower brackets and they will not be able to
procure key information, or not enough. On top of this, the existing level of
education has to be taken into account when designing financial education
measures. Even a clear, straight-forward brochure on the risks of taking out a
loan is useless, if the target group is unable to read it.

3.2 Why provide financial education?

What significance is attached to the theme of “financial literacy” in the five so-
cieties involved in the study? What is the rationale behind financial education,
which specific problems can be resolved through financial literacy?

1. Understand how financial issues correlate: Having basic knowledge about
the way in which financial issues interact (what is my available income, what
is a contract, what does interest mean etc.) makes it possible for a person to
make correct use of the various types of financial services. This in turn en-
hances personal living conditions — because more money can be put aside
as savings, because budgets are under control, because the best-priced
money transfer options can be identified or because loans can be handled
“sensibly”, i.e. no untenable levels of credit are taken on and offers of credit
can be compared instead of succumbing to the one that looks cheapest at
first sight. Together with regulatory measures, knowing how finance works
offers protection against deceit. In general economic terms, this should
lead to greater use of financial services and strengthen the respective na-
tional financial sectors®.

2. Avoid debt: If used properly, financial services can improve living condi-
tions. Conversely, insufficient financial literacy can mean that fewer or abso-

5 Greater use of financial services has a range of other effects too. In Namibia, people often do not
invest savings in pecuniary interests but in cattle instead, most of which are kept in the north of
the country, resulting in increased land degradation here. Thus, the use of financial services can
have positive impacts on the environment.

In Vietnam too, savings were for a long time “invested” in hens — however the outbreak of avian
flu caused thousands of households to lose their savings. At the same time, the importance of
financial institutions increased.
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lutely no savings are made. In extreme cases, this can lead to serious debts,
for example in cases where a person is unable to assess the true costs

of aloan, with the result that even smaller credit payments soon mount

up. This situation is aggravated by the fact that, in some of the countries
looked at, the financial sector is very difficult to fathom, and is only partially
regulated. Thus even informed consumers have a hard time comparing of-
fers. Let us look at South Africa by way of example where a large number of
consumer loan providers are engaged in serious competition. The offers are
not transparent and there are not enough provisions in place to protect the
consumer (such as the obligation to state the effective interest rate). Lack-
ing the knowledge they need to compare these offers and having a desire
after many years of discrimination to own televisions and cars etc., (as in
the Republic of South Africa following the end of Apartheid), people are
now eager to access credit of this kind. Most borrowers succeed in repaying
these loans, albeit at great cost and effort. However, the spin-off effect is
that it seriously restricts their ability to form any savings. What is more, it
often leads people to take out further (even more expensive) loans, either
to pay off existing credit or because they lack savings later on to purchase
long-term consumable goods. Thus, this kind of credit often culminates in a
debt trap®.

. Strengthen own financial safety net: If the social system is lacking (because
the state’s budget is too low and tax income too meagre to build up a social
security system in the first place or because social security within the con-
text of the larger family breaks down due to AIDS), private insurance cover
and/or own savings offer people a chance to protect themselves should
times get hard. In the absence of proper insurance markets, it is mainly
private savings that are of greatest importance. Financial literacy can help
people handle their personal budgets with greater awareness and so mo-
bilise (additional) savings. This is of relevance to all the countries involved
in the study, but particularly to post-socialist countries such as Vietnam.
Prior to the transition to a free-market system, people’s lives were mostly
planned out, as were theirincome and hence social welfare. Since there
was very little scope for consumption, people were forced to save. In future,
as the state cuts back its range of welfare mechanisms, Vietnam'’s citizens
will have to assume greater responsibility for securing their livelihoods.
Experience from other post-socialist countries confirms this. In the African

Competition pressure not only means that the number of indebted households is rising in South
Africa but in its neighbouring countries too, since credit suppliers are expanding their activities
to these countries too.
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countries involved in the study, it is essentially the aftermath of AIDS that is
making it more important for people to make their own provisions.

4. Improve living conditions: When used correctly, financial services can help
people save more, make provisions to secure their livelihoods and enable
them to afford more at a later date. This applies to all echelons of society,
but it is especially important for households generally more at risk. This
is because, with their low budget, they need particularly good plans and
planning tools, since planning errors can swiftly bring about permanent
financial ruin for poorer households. Life-enhancing measures are all those
measures that aim to make (micro) small enterprises financially literate
- starting with the preparation of simple balance sheets through to more
complex themes, such as the correct financing of investments. A lot of mi-
crofinance institutions offer their customers corresponding training. Given
that many (very) small enterprises are family run, positive interactions are
generated between the measures. Thus, by planning available income care-
fully, it is possible to reduce the amount of money that has to be borrowed.
Conversely, sensible borrowing leads in the medium-term to an increase in
available income and opens up new prospects with regard to provisions for
old age or sickness.

However, it is within the context of poorer population groups that the debt-
avoidance approach through financial education reveals its limitations: finan-
cial literacy and sustainable financial planning are vital in order to promote
welfare — if however the financial basis is not sufficient and people are unable
to get by on theirincome, then financial literacy cannot provide a way out of
the debt trap. This applies particularly if non-insurable or only inadequately
insurable risks come into play.

With many problems (such as excess debt or no savings), financial literacy
measures can and should complement others; for example, general education
measures, the fight against AIDS or consumer protection measures. Financial
literacy measures by no means obviate the need to regulate financial institu-
tions. This applies to the creation and consolidation of financial institutions
having nationwide operations. If a rural household succeeds in raising its level
of savings through better budgeting, this is undoubtedly to be welcomed.
However, it remains economically ineffective, if the household concerned does
not have access to financial services that would facilitate the profitable and
above all safe investment of these savings — be it because the next branch
office is 50 km away or because deposits can only be accepted as of a certain
amount. Seen from the other side, (micro) finance institutions, especially in
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rural regions, can only operate on a sustainable basis, if a sufficient number of
customers can generate savings and/or are able to handle credit.

3.3 Between self-interest and social responsibility - Who

has a stake in financial literacy?

In principle, stakeholders in the field of financial literacy can be put into three
categories, whose motives and interests in providing financial education differ:

1.

Authorities and other state organisations, such as schools and extra-cur-
ricular educational institutions, central banks, supervisory authorities and
consumer protection associations

Non-governmental organisations (national and international) / private
Formal, semi-formal and informal financial service providers

Financial education providers (and those who plan to offer such services) do
so for different reasons —for many it has to do with legitimate self-interests,
whilst for others it is part of their social mandate and/or a key duty incumbent
on them by virtue of what they perceive as being their social responsibility:

1.

Generate a win-win situation — financial institutions are naturally interested
in low-risk customers. Through training measures, they can strengthen the
capacity of their own customers in terms of saving and long-term planning.
If, after training, people save more, they are (potentially) more attractive
customers for the respective financial institutions. In a wider sense, offers
of this kind are really marketing activities’ whose objective is to acquire
new customersé. In this context, the approach by the most successful
financial education provider in Vietnam - the insurance company Pruden-
tial plc. —is particularly interesting. After the first phase of their financial
literacy campaign, the project team decided to shift the target group focus
from the “poorest of the poor” to the “poor” (i.e. to people with a low, but
steady income). In other words, they singled out a target group that is es-
sentially able to avail itself of the services they had to offer. This ties in with
the experience gained by the German “Geld und Haushalt“ mechanism, one
of whose core products is in most demand amongst households with low
and moderate incomes, i.e. potential Sparkassen customers. Households

in precarious situations (households with serious debt) are not (primarily)
targeted by this product, but are catered for by special programmes (also

Often the costs incurred by such measures are part of the advertising budget.

In Mexico there are around 30 million people under the age of 14 - if, through financial literacy
training, a financial institution succeeds in attracting just a fraction of this number as new mem-
bers, then the costs have certainly proved worthwhile from a business perspective.
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because the difficult situation being experienced by such households
demands intensive counselling and supervision that goes beyond the mere
provision of information)’. At the same time, by providing financial educa-
tion, financial institutions often fulfil their statutory obligations - financial
institutions in South Africa for example are obliged to spend 0.2% of their
after-tax profit on measures intended to promote consumer protection.
Financial literacy as part of a social and overarching state mandate - this
perspective applies mainly, but not exclusively, to state institutions. Many
private companies regard this as an important activity within the scope

of their social programme which is often linked up with other matters of
interest — companies involve employees (for example individual measures
within the scope of the “Saber Cuenta” programme by Banamex, such

as events for employees’ children or business management games for
students) or protect themselves against workers with debts (this applies
to various initiatives in southern Africa)!°. Numerous national and inter-
national NGOs see it as their social responsibility to offer financial literacy
training to individual groups that are perceived as being at risk or margin-
alised (e.g.: Promujer in Mexico, which is geared to women in five poorly
developed states in Mexico). For NGOs that also offer financial services the
bias is often more on the aspect of customer acquisition (i.e. they address
potential customers and/or enhance NGO customer potential, thus empow-
ering people to access their NGO's financial services). But state institu-
tions are not completely devoid of self-interest either — the programme by
Botswana’s central bank for example aims, inter alia, to make it clear that it
does not extend loans.

An analysis of the various measures reveals that there are only a few pro-

grammes but a great many initiatives which are often tailored to suit a small
group of participants and which, owing to their high degree of specialisation,
frequently generate good levels of success. Often financial literacy measures
only make up a small part of measures designed to communicate skills and
know-how of everyday use (e.g. as with many NGOs that have set themselves
the objective of improving the living conditions of various target groups

9 The Sparkassen-Finanzgruppe is also active in this field. The “Geld und Haushalt“ mechanism
works closely with debt counselling centres; Sparkasse Leverkusen is cooperating with the Ar-
beitsgemeinschaft Leverkusen (AGL) to provide counselling for unemployed people living on
social welfare (Hartz-1V).

10 Serious debt burdens are a wide-spread problem - surveys by the Life Offices Association of
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South Africa work on the assumption that 50% of employees with an annual income below ZAR
96,000 (around EUR 10,000) have absolutely no financial resources left at the end of the month.



through education measures in the field of “nutrition”, “health” but also “fi-
nancial literacy”).

3.4 Ontarget: Which groups does financial education aim to
reach?

Target groups in individual countries differ quite distinctly in places - this has
to do with the specific context in the given country and the ongoing problems
generating a need for financial education. By way of example: All of the coun-
tries in southern Africa have training offers for company employees with a low
level of qualification, since this target group is potentially more prone to debt.
The companies financing these training offers have a vested interest in pre-
venting their employees from getting into such a predicament — workers with
heavy debt burdens are often less reliable and there is a risk that the company
will suffer damage as a result. Furthermore, offers for employees have a mar-
keting aspect (“corporate social responsibility”). Indeed, such training offers
are a manifestation of employers’ welfare obligations (the Republic of South
Africa has special programmes geared to civil servants).

Measures designed to improve financial literacy can essentially be divided

up into ones that are geared to particularly high-risk target groups (poor
people in disadvantaged regions, people who are already in debt), and those
that focus more on prevention. Often the measures do not just address the
target group itself, but include multipliers and people having the wherewithal
to implement education offers (i.e. to women who apply their knowledge of
budget planning and thus increase the family’s savings). Some providers
conduct training measures encompassing broad sections of society, without
any specific focus being readily discernible (e.g. the consumer protection office
CONDUSEF in Mexico).

(1) School children of different ages and young adults

Alot of providers believe that financial literacy training should start as early as
possible —young people should consciously practise handling their financial
resources, allowing this to become second nature. Only Vietnam presently
lacks any kind of programme that is geared to school students / young people.
The programmes ongoing in the other four countries sometimes concentrate
on all school students in a given year, but there are other programmes and ini-
tiatives that target specific groups. For example, the Republic of South Africa
has programmes for school children in grades 4- 9 who are being taught at
schools in disadvantaged areas. In Namibia and the Republic of South Africa,
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programmes are also geared to young adults between the ages of 18 and

25 (who are also considered relatively susceptible to debt); in Namibia, one
project is specifically focusing on the “San” population group. A Namibian pro-
gramme especially for school children aged between 16 and 17 is less about
the basic principles of budget planning and more about generating a basic
understanding of the way in which in the stock market works. The material
distributed in Botswana focuses very heavily on the ins-and-outs of business
start-ups — with essentially no information having been communicated on
personal budget planning to date.

(2) Women

In Mexico and Vietnam, women are targeted by measures specifically tailored
to their needs. Prudential Vietnam (one of the two providers currently operat-
ing in Vietnam) regards women (quite rightly) as the administrators of the
family budget and thus as the individuals who are in a position to implement
the recommended measures. In Mexico, the programmes are mainly geared
to women who live in poorer, rural regions (such as, inter alia, the states of
Oaxaca, Chiapas and Queretaro). In the countries looked at in southern Africa,
women, although part of the target group (since they belong to the poorer
population groups mentioned above), do not have any measures that are spe-
cifically designed to meet their needs.

(3) Population in disadvantaged, often rural regions

In addition to the above-mentioned programmes targeting women in poorer,
rural regions, there are also programmes that attempt to reach all individuals
within a disadvantaged region. The target groups here are often low-income
groups and the programmes are frequently geared to people who are illiterate
(who are generally more likely to be found in disadvantaged regions). Pro-
grammes of this type are often provided by state institutions wishing to help
improve the population’s living conditions. This kind of programme is typical
of Mexico and also of all of the countries looked at in southern Africa. However,
the state is not always the sole provider —a commercial bank in Botswana for
example is hoping to gain a stronger foothold on the region’s market by offer-
ing financial literacy training.

(4) The heavily indebted / groups susceptible to debt

Programmes geared to these target groups are mainly found in the southern
African countries where debt is a serious risk for many households. The focus
here is predominantly on preventive measures for employees and farm work-
ers with a low level of education. Specific providers such as “Free to Grow” or
“Ikhumiseng Consulting” mostly work on behalf of (state and private) com-
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panies and conduct training sessions for groups of up to 20 people. The aim
of this training is to heighten people’s awareness of the need to handle their
finances with care. On top of this, they also communicate practical skills that
are intended to empower them to make correct financial decisions and gener-
ally handle their financial resources better,

Furthermore, in the Republic of South Africa and in Mexico measures are ongo-
ing for people who have already fallen into debt — these are designed to show
people ways out of the debt trap and prevent them from falling back into it.
This kind of training is mostly intensive, interactive training in small groups,

a good example of which is the work by the Life Offices Association of South
Africa (LOA). LOA targets employees in state companies (via the implementing
organisation Careways) and, based on a rehabilitation measure (i.e. existing
debt has been reduced/cancelled), provides hands-on training at the work-
place, so as to illustrate ways of mobilising savings and to point out the pitfalls
and risks involved in taking out a loan. This programme is very successful (cf.
also Section 3.7.2, Success-determining factors) with some 85% of programme
participants attaining a positive cash flow. The Mexican consumer protection
office CONDUSEF!! was also set up to assist a growing number of people in
debt. CONDUSEF’s activities have a more preventive character —they inform
(mainly via the Internet and regular publications) about the conditions under-
lying various financial service products?®2.

(5) Measures for multipliers

A number of programmes/initiatives focus on people who operate as multipli-
ers within the actual target group. This includes programmes for social work-
ers/organisations in rural communities (Republic of South Africa and Mexico)
that are intended to pass on their insights to the rural population they are as-
sisting. The reqgulatory authority for consumer credit in the Republic of South
Africa NCR (National Credit Regulator) harnesses a range of different channels
to provide information on financial service products (workshops, print media
etc.) for all consumers. Furthermore, there are special offers for the authority’s
own employees, for union representatives and employers who, in their capac-
ity as multipliers, are to communicate knowledge about financial products. In

11 CONDUSEF (Comision Nacional para la Proteccion y Defensa de los Usuarios de Servicios Finan-
cieros) was founded in 1999 and pools the activities of three predecessor institutions in the field
of financial information services for consumers.

12 Whether or not CONDUSEF has been successful in tackling debt would appear questionable, since
to use these offers it is necessary to have Internet access as well as other basic know-how, some-
thing that indebted/debt-risk individuals often lack, cf. also Section 3.7. Success-determining
factors.
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Vietnam it is credit group managers and insurance agents who, as multipliers
for the actual target group (women in rural regions and potential insurance
policy holders), are addressed and trained.

(6) (Potential) customers / users of financial institutions / financial services
Measures implemented by financial institutions often tend to be geared to
this target group in particular®. This applies especially to countries in which
financial institutions are obliged to invest a certain amount of their profitin
consumer protection measures (such as South Africa). Financial institutions
make use of the opportunity afforded by this obligation to establish contact
with groups of interest to them. The focus is thus not so much on the poor, the
unemployed or uneducated rural members of society, but on low to middle-
income earners as well as on young people too. Given that many Mexicans

do not have any faith in banks / the financial system and in view of new legal
statutes and, not least, the fact that around 30 million of Mexico’s inhabitants
are under 14 years of age — and thus constitute huge customer potential - the
theme of “financial literacy” is now also becoming more important for the
Mexican bank association (ABM) as well.

NamPostSavings Bank (NPSB) came up with a particularly successful approach
that combined social aspects with greater dissemination of its own company
offers; namely, a model campaign that aimed to highlight the importance of
saving whilst providing information on the best ways to compare products.

In addition to mobilising savings activities, NPSB’s aim was to disseminate

a savings Smart Card which identified the user via biometric data (via finger
print). The campaign not only involved various types of mass media, but its
own staff members and a total of four specially founded teams who even
visited remote villages to provide training, particularly for low-income earn-
ers and pensioners. These efforts paid off, as the Smart Card is now used by
more than 150,000 people, and particularly by pensioners, even though they
were initially very sceptical about the new technology. Besides the (successful)
dissemination of its Smart Card, NPSB has seen an increase in the use of other
products too. However, this measure has had yet another effect — the wide-
spread dissemination of the Smart Card led competitors (in Namibia these

13 Itis notjust financial institutions that are active in this field. Apple Seeds for example, which was
originally an initiative by law students from Harvard University, offers legal aid free of charge
to poor members of the population. In the USA, a network of consulates, bank branches and
immigrant organisations provides information on favourably-priced options for transferring
money back home. These brochures have since been adapted to the Mexican context and are to
be distributed via the regional offices of various social organisations. Given the present funding
difficulties, Apple Seeds is now planning to engage in cooperation with the Banamex initiative
“Saber Cuenta”.
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are essentially four South African commercial banks) to lower their prices for
similar products they are offering.

3.5 Range of financial literacy measures
3.5.1 Priority areas

In all five countries, measures targeting the correct use of financial services
(e.g. credit, savings deposits, insurance) are at the forefront, followed by meas-
ures designed to promote saving (through appropriate planning of household
income and expenditure). Yet another, very important area dealt with is risk
management, i.e. the prevention and/or reduction of debt and the provision

of information on consumer rights. The following Table provides an overview
of the focal points of individual measures in the countries surveyed. Some
programmes cover several fields, inter alia because many measures targeting
saving concomitantly help prevent the build-up of debt. As a result, the column
totals exceed the number of measures presented in the individual studies. The
category “other measures”, for example, includes initiatives designed to clarify
the role of the central bank, initiatives that communicate skills needed to man-
age a micro/small enterprise and initiatives that explain the way in which the
stock market works.

Overview of priority areas:

Household and budget | Use of financial Risk manage- Other
planning / promotion of services ment
saving

Mexico 4 8 3 2
Botswana 5 8 3 5
Namibia 2 3 1 3
Republic of South 8 4 9 4
Africa
Vietnam 2 2 - -

3.5.2 From brochures through TV ads to school curricula - A detailed
look at various media and measures

Below is a description of the various media and measures used to communi-
cate the corresponding know-how.
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(1) Impact on public education institutions and curricula

Children and young people are major target groups for financial education
measures. As a result, many organisations target schools as a key starting
point. The idea behind this is that, given a corresponding educational offer,
children and young people can and should be taught to use their financial
resources properly at an early age, so as to avoid problems such as debt!.
What is more, school attendance is mandatory for a certain minimum period at
least in all of the countries involved in the study, which means a large group of
people can be reached®.

Of the five project countries, it is in the Republic of South Africa and Botswana
that ministries, external actors such as the central bank (Botswana), interest
groups (South Africa) and private commercial and non-commercial organisa-
tions (Botswana and South Africa) cooperate in aligning curricula. In Namibia
the central bank is engaged in schools within the scope of its outreach pro-
grammes, albeit at an informal level. In future, the supervisory authority for
financial institutions is to help co-design school curricula.

In Mexico and Vietnam, school curricula do not yet provide for financial educa-
tion. However, various institutions in both countries have attempted to get
schools to take different aspects on board. The Education Ministry in Vietnam
has announced it is very interested in “financial literacy” and would like to
become more involved here in future!s. This is particularly important because
learning from parents — a key source of financial literacy in other countries —is
not as straight forward in Vietnam where the parents grew up under a socialist
system in which goods were in short supply rather than the money needed to
buy them.

(2) Using printed media

Printed media, including manuals, brochures, flyers, posters and newsletters,
are the most common form of sensitisation. Printed media of this kind are
either disseminated through an organisation’s own network, as in the case of
Mexico’s CONDUSEF, which distributes its publications (brochures, magazines
and posters) to a national network of universities, book shops and unions, or

14 In principle, this applies to Western industrialised countries too. In public debate at least the fo-
cus would appear to be shifting to measures that communicate basic financial literacy. Whereas,
in the past, it was assumed that parents would educate their children along these lines, the grow-
ing number of debt-stricken households proves that this assumption is no longer reliable.

15 Alot of very well-designed measures geared to the adult population ultimately fail to reach their
target because the target group itself refuses to acknowledge any need to deal with the issue of
financial literacy.

16 However, the theme of “financial literacy” has to compete with other issues here - cf. Section 4.
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through publication in independent, national and/or regional newspapers and
magazines. Southern African countries in particular favour this kind of ap-
proach to financial education (Bank of Botswana, Standard Chartered, Bank of
Namibia, Mindset Network of South Africa). In Vietnam only one provider plans
to implement literacy projects using printed media (Association of Vietnamese
Insurers).

(3) Accessing other media

Countries in southern Africa are particularly creative in their use of multi-me-
dia-based techniques to promote financial literacy. Indeed there are numerous
initiatives offering financial literacy training via the radio (e.g. money talks,
Botswana or the National Consumer Forum, Republic of South Africa), televi-
sion (Standard Bank Foundation/Mindset Network, Remarkable Lives Trust,
both in the Republic of South Africa) and the Internet (ITESM’s CCA’s, Saber
Cuenta, both in Mexico). Radio and television are also suitable for reaching
people who are unable to read or write. The Internet is the main platform used
by CONDUSEF, Mexico’s consumer protection office.

(4) Organising events with educational components

A number of institutions are increasingly focusing on education measures
with an event character. Here again, southern African countries lead the way
in comparison with the other countries involved in the study. Within the scope
of the so-called “Banking Week”, all three southern African countries put on
road or theatre shows which communicate key aspects of financial literacy in a
playful and entertaining manner. The road shows often include interviews with
important local figures who take on a role model function by demonstrating
to everyone that it is possible to successfully handle their budget. Competi-
tions too, such as the one for school students in Namibia put on by the stock
exchange supervisory authority, contribute to a better understanding of the
information that has been provided.

(5) Training

In addition to printed and other mass media, a lot of institutions organise and
implement workshops, (multiplier) seminars and similar forms of awareness-
raising. The difference between these personal financial literacy measures is
the extent to which they (are able to) involve the participants. Whilst the Pru-
dential plcin Vietnam attempts to involve several hundred people in day-long
seminars, Mexico and southern African countries frequently offer smaller-scale
training. Information events that are to reach a large number of participants
are only effective, if there is sufficient interest and basic knowledge. As a rule,
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the more specific the subject matter and the more difficult and heterogeneous
the target group, the smaller the training group tends to be.

(6) Personal supervision/counselling

Within the context of consumer protection and themes such as debt, a key
role falls to personal counselling and sensitisation offers. Once again, out of
the five countries, it is southern Africa - and the Republic of South Africa in
particular - that is leading the way here. In addition to debt counselling by the
national credit authority, initiatives such as the one entitled “You and your
Money” offer consultancy via email and telephone.

The UDEC-URAC organisation in Mexico offers yet another form of personal
counselling and networking by acting as a type of forum for communities and
offering education services in connection with income-generating measures.

(7) Combination of various measures

Alot of institutions combine various measures to better reach their target
group(s). Often they bring together measures that, via the mass media, are
firstintended to sensitise a large group of people; specific needs are then met
through individual training measures. A good example of this is the offer by
the Mexican NGO UDEC which supports rural communities in the country and
awards microloans via URAC. Special training sessions discuss the contents of
a widely distributed brochure and deepen participants’ knowledge in this sec-
tor. The “Public Education Department” in the Bank of Botswana uses news-
papers, radio shows and television reports to pass on information. However,
it also visits schools and universities and has a question-time slot on a radio
show, which listeners actively use.

3.6 Financial jungle - Allocating resources for financial
education

Financial literacy measures are essentially funded by the state, international
donors and sponsors (including foundations) and by financial institutions.
Assessing and/or allocating costs for various initiatives and programmes is a
difficult undertaking. There are several factors that make it difficult to collect
data: money for measures in the field of financial literacy are often integrated
within a larger overall budget — be it as part of a budget for education meas-
ures within the scope of government spending, or as part of an overall budget
for marketing measures by a commercial bank. As a result, the precise cost of
a financial literacy measure is seldom stated. Furthermore, individual, mostly
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commercial organisations purposefully hold back information about costs for
fear it will put them at a disadvantage vis-a-vis their competitors. Finally, a

lot of offers are still in their infancy and the only data available are estimates
which usually have to be revised. The comparability of data is limited owing

to the differing price tariffs in the given countries and also due to sometimes
considerable differences in the scope and professional nature of the measures
by different institutions.

In spite of the difficulties outlined above, a rough overview of the information
gained is given below. This looks at the overall budget that organisations ear-
mark for financial literacy measures, but also at the costs of individual meas-
ures. Data concerning the overall budget pertains to South Africa, Botswana
and Mexico. Following this initial, general look at the overall budget, data
concerning the costs of individual measures are listed by country.

Organisations with above-average resources (nominal) for financial education
are found in Mexico. The consumer protection office CONDUSEF, with an annual
budget of some MXP 400 million (approx. EUR 26.7 million), has by far the
most funds at hand — however, the authority is responsible for the protection
of more than 100 million Mexicans. Relatively speaking, the best equipped fi-
nancial institution is Banamex Bank, whose initiative “Saber Cuenta”, receives
generous financial support from its main share holder, Citybank, and from
Freedom from Hunger, thus giving it more than MXP 120 million (approx. EUR
8 million) over a ten-year period. At present, “Saber Cuenta” reaches some
12,000 people?’. Still in the planning stage are two more projects that are basi-
cally suitable for reaching a larger number of people (“Saber Cuenta” estimates
around 1.6 million people)®®. The NGO Promujer, which operates throughout
Mexico, has some MXP 15,920,000 (around EUR 1 million) a year for planning
and implementing education measures which currently have an outreach of
around 16,000 women. The non-profit arm of the financial institution UDEC-
URAC has an annual budget of MXP 1,700,000 (approx. EUR 115,000), to
implement its education measures, which presently have a 17,000-strong
outreach. The respective budgets of Promujer and UDEC-URAC however are

not just intended for measures in the field of financial literacy.

17 This figure does not include the approx. 100,000 individuals who visited the exhibition - “the
abacus to know beyond what counts”.

18 This is, on the one hand, a module that is essentially designed for Mexicans living in the USA
(“how can | transfer money to Mexico?”) and, on the other, a programme that is intended to com-
municate the basic principles of budget planning.
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In the case of the Republic of South Africa too, individual organisations would
at first sight appear to have a relatively good financial resource base. The
financially strongest organisations have between ZAR 10 million (around EUR
1 million, Standard Bank Foundation and Mindset Network), ZAR 7.5 million
(around EUR 786,000, South African Insurance Association) and around ZAR 3
million (approx. EUR 300,000, National Credit Regulator). In addition to these
organisations, there are also smaller projects and budgets in the Republic of
South Africa whose budget volume tends to be below the average level in the
countries surveyed: e.g. in particular, Organisation Black Sash with a moder-
ate-scale budget of ZAR 500,000 (approx. EUR 53,000) and BankSeta with a
programme budget of the same amount for village banks.

The data on hand for neighbouring Botswana also show that resources here
are in the lower bracket. For example, Bank of Botswana has an annual educa-
tion budget of BWP 0.7 to 0.9 million (ca. EUR 87,000-112,000) and the Con-
sumer Protection Office has BWP 1 million (around EUR 125,000).

In principle, it can be said that: the more intensive the measure, the more
expensive it is — a large number of people can be reached through a radio
campaign at a relatively low price per person, whilst the price of training
measures (depending on the level in the given country) ranges between EUR
7.50 (Vietnam) and EUR 75 (southern African countries) and more (Republic of
South Africa).
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3.7 Blueprints for good measures — Success-determining
factors in financial literacy

3.7.1 Measuring success

A central question in all studies asked which factors contributed to the success
of a measure in the field of financial literacy. This begs the question as to how
success can be measured properly in this field. Any analysis of this kind in the
project countries (and indeed elsewhere too) involves a certain degree of dif-
ficulty. Implementing organisations mostly only have participant numbers or
circulation figures at hand, and it is rare that any attempt is made to estimate
the intended effects. The approach by Standard Bank and Mindset, which com-
missioned an independent company to appraise and assess the materials on
offer, constitutes a positive exception here'®. The Mexican consumer protection
office CONDUSEF conducts surveys twice a year on the use of its services in
which it asks about the reasons the services are used and the users’ levels of
satisfaction. The results are not made public, but are meant to help CONDUSEF
control the quality of its work and, if necessary, to make improvements. The
Mexican initiative Promujer tries to integrate success controls into its meas-
ures. The programme is geared to women who receive a manual describing the
given theme in five to six simple articles; more in-depth information is then
provided to participants in training (approx. 20 to 25 women). The women
answer questions on this theme both before and after training, thus enabling
them to determine their specific level of progress in connection with the given
theme. At the same time, the event organiser is able to get valuable feedback
that helps to determine whether and how the materials and actual training
need to be adapted. This method is also applied by the NCR (National Credit
Regulator, a department within the Ministry of Trade and Industry in the Re-
public of South Africa).

Difficulties in measuring success are due, inter alia, to the fact that a lot of
programmes and initiatives are relatively young and have thus not been

able to develop much of an impact. Some organisations now use surveys to
determine whether training was satisfactory or not —whether or not it was
ultimately successful is difficult to gauge, since a great many measures depend

19 A programme was evaluated that disseminated materials to school students and teachers
(including guidelines on how to treat the contents of these materials). In principle, the users
surveyed said they agreed with the materials, but at least one third of schools stated they did
not use them/no longer used them. Other schools made such heavy use of the materials that a
reprint / follow-on delivery would really have been in order. The survey was conducted by JET
Education Services South Africa in 2005 and can be obtained via the author.
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on behavioural changes. Indirect attempts are made to measure the success of
a measure by determining whether the level of demand for a product related
to the education measure has gone up. This may be an indicator of success;
however increased demand can be due to advertising and the product’s at-
tractiveness as well as to other factors. Measuring the success of products in
the financial literacy sector is thus just as difficult as estimating the impacts of
other educational measures.

3.7.2 Success-determining factors

A cross-frontier survey was conducted that asked organisations which factors
they believed had contributed to the success of their programmes and initia-
tives. The responses led to the following findings that are considered to be
crucial aspects for a successful measure.

Factor 1: Clear objectives and focus on priorities

A successful measure has to have a clear objective. This would appear to be
self-evident, but is a particular problem in those instances in which financial
literacy training is part of a wider approach and understood to be more of a
by-product. The question as to whom a measure is to target, where, when and
with what purpose is central to the design, organisation and implementation
and thus success of a measure. A distinctive feature of smaller initiatives espe-
cially is that they frequently gear their measures with great precision to a very
clearly delineated target group - this applies, for example, to the NGO SEFIA
in Mexico, which offers financial services to women in 15 rural communities in
two states of Mexico.

To develop successful programmes (especially by state institutions), it is im-
portant to focus on the basic principles of financial literacy, placing them at the
core of all activities, i.e. it is vital to deal with those themes that are of direct
significance to the welfare of the individual person / household. Sound house-
hold planning, the ability to correctly assess the risks of the financial products
on offer and knowing where to access more detailed information (and possibly
also supportin the event of problems), as well as the capacity to carefully think
through all aspects of aloan, are thus more important than knowledge about
the way in which the central bank operates?®. To be able to communicate this
know-how, it is frequently necessary to be in possession of other basic skills

20 A survey amongst users of education services offered by Botswana’s consumer protection office
revealed that they wanted to see greater emphasis on budget issues.
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—therefore a lot of participants first have to be taught the four basic kinds
of arithmetic. This underpins once again the importance of other measures
for the successful outcome of financial literacy promotion, which cannot be
regarded as a stand-alone issue.

Factor 2: Credibility — Standards for financial education measures

Yet another key aspect in terms of the design and implementation of a meas-
ure relates to the credibility of the organisations offering these services. In-
deed, information is only noticed and assimilated, if the target group acknowl-
edges and trusts the implementing organisation and believes it is capable of
supplying relevant information. In principle state institutions have a certain
advantage here, as private institutions are often suspected of hiding a secret,
self-benefiting agenda. In the case of financial services in particular, measures
can forfeit their credibility, if marketing inputs for a certain product are too
prominent. Thus, institutions such as La Colmena Milenaria in Mexico (a group
of NGOs operating in rural areas) often enjoy a particularly high level of public
trust and sympathy, because potential customers expect these institutions

to pursue social objectives (in the case of Colmena Milenaria comprehensive
rural development) and do not assume any self-interest-driven motives. By
involving (sometimes former) employees and enforcing a strict separation
from commercial activities, the private bank Banamex succeeded in generating
a high level of credibility within its programme “Saber Cuenta”. Users of “Saber
Cuenta” also develop the sense that “real experts” tackle their problems and
queries.

This all shows that those people targeted by a financial service company have
to be clear about just what is being offered: is it a financial literacy measure,
does it provide information about a financial product being promoted by the
company concerned or is the company offering fee-based financial counsel-
ling? This last area in particular requires action on the part of policy-mak-

ers who, by clearly specifying guidelines, should set and control (minimum)
standards?!.

Factor 3: Demand-oriented products (based on market studies)

Alarge number of organisations believe that having a broad understand-

ing of the target market is crucial to the meaningful design of an initiative or
programme. In countries such as Vietnam in particular which generally have
little experience with the concept of “financial literacy” and where there is only

21 Furthermore, itis incumbent on state institutions to coordinate existing activities, so as to make
optimum use of scarce resources and to circumvent any duplication; cf. Section 4.
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little information about key target groups and their living conditions, detailed
analyses are a prerequisite for the planning and implementation of demand-
oriented products.

Some providers, such as Promujer for example, make use of experience from
other countries in the region — however not without first aligning them to
country-specific circumstances on the basis of extensive market studies. In
Botswana, the consumer protection office altered its offer following a customer
survey. A successful example here is Stanbic Bank (Botswana) whose material
originated from the Republic of South Africa. Following extensive surveys, a
team from Botswana adapted it in line with ongoing market needs in Botswa-
na. Banamex adopted a similar approach in the development of its programme
“Saber Cuenta”. Citi Bank (Banamex’s major shareholder) had originally de-
vised this initiative for the US-American market. Now, however, following com-
prehensive re-adjustment in keeping with the Mexican context, “Saber Cuenta”
contains a multitude of modules that are geared to different target groups.

Even if providers that operate in a certain region and which have an essentially
comparable social context are able (to a greater or lesser extent) to harness
synergies (a standard set of materials is produced for many countries), there
always remain some (in part wide-sweeping) alterations that have to be made
in line with the respective national conditions.

Factor 4: Context alignment

Itis notjust an organisation’s technical knowledge about “financial literacy”
that opens the door to success, but its sensitivity to social and cultural prac-
tices within the given target groups. Consequently, a measure always has to be
in keeping with the (local) target-group context. An organisation can be said to
know enough about country-specific features if it (regardless of whether state
or privately owned) comes from the country itself or has gained experience in
the region and is prepared to adapt this to the specific conditions on site in
the given country (e.g. Promujer in Mexico).

At the same time, the specific conditions and needs of the target group have
to be taken into account here. The theme addressed has to be relevant to the
target group and be prepared accordingly. This means looking at aspects such
as age, gender, and ethnicity and education status. The measures should link
up with target-group experience and be as up-to-date and locally relevant

as possible. Information that is visually well presented is generally sufficient
for population groups that have a generally good education status. In con-
trast, problematic population groups often have to be addressed individually.
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The more measures go beyond the mere communication of information and

engage “interactively” with the individual, the more effective they will be. As
such, the success of a given measure depends on its appropriateness. A pro-
fessionally compiled brochure remains without any effect, if the target group
cannot read or not sufficiently well.

Measures intended for children and young people have to be designed dif-
ferently to those for adults, since both groups learn in different ways. In
cultural terms too, a measure should be geared to local conditions, taking

care to adapt linguistically to the target group. As shown by the example of
the National Credit Regulator in the Republic of South Africa, this may mean
having to translate the training and information material into all 11 national
languages??. The point in time at which a measure is conducted is also relevant
—for example, the topic “don’t spend more than you earn” plays an important
role in road shows put on by some of the providers looked at in southern Africa
shortly before Christmas (i.e. at a point in time when many people fall into
debt).

Factor 5: Use of appropriate media

In principle it can be said that — the larger the target group, the broader the
measure, the less intensive the contact. In contrast, the smaller the target
group, the more specific the measure, the more intensive contact can and has
to be. If the objective is to reach a lot of people who essentially manage to
handle their income well, but who would like to optimise this, then mass-me-
dia campaigns (via the radio or printed media) are a good way of communicat-
ing information effectively. If however a target group has to be reached that

is faced with serious debt-related problems, then the broad-scale approach is
not appropriate. Instead, measures are needed that directly tackle the specific
situation of the person concerned, e.g. training and counselling measures in
small groups. This kind of customised training is labour and cost intensive and
consequently often more expensive than other measures. Intensive training
and counselling are always recommended if changes are to be brought about
in behaviour. The website of the Mexican consumer protection office CON-
DUSEF, for example, contains a budget planner and information on how to plan
income and expenditure — but without access to the Internet and correspond-
ing training (be it at school or the workplace), this will remain ineffective for
risk groups (low income earners).

22 In Botswana the consumer protection office is planning to make materials available in the na-
tional language of Setswana — to date this applies to just some of the offers only.
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The combined use of various types of media can substantially raise a meas-
ure’s effectiveness and thus success. In this context, the countries in southern
Africa are leading the way forward. A great many organisations here praise

the radio as a medium having a considerable broad-scale impact enabling

the provider to respond to the needs of the target group swiftly and directly.
Combined with question times and suitable printed media, it is then possible
to deal targetedly with the specific needs of individual people within the scope
of smaller-scale group training.

Factor 6: Quality of implemented measures

As with all education measures, quality of implementation is decisive. To
ensure this, all measures have to have a target-group orientation (cf. Factor
5). Furthermore, the people conducting the measures (moderators at event-
like measures, trainers instructing small groups in budget planning) have to
be sufficiently well qualified and sensitised to the target group’s needs. For
measures geared to young people, for example, this means that correlations
have to be explained simply and with concrete examples. The lessons should
not overtax the participants and should not be too long - a regular offer of
smaller training sessions is most expedient. To be successful, workshops and
training with an event-like character require diversity, topicality, an interactive
approach and must take account of the respective social context. The measure
should not only be informative, but have a certain entertainment value and
positively strengthen the participants?.

To secure the quality of a measure, it is necessary to have a sufficient number
of trainers / implementers on hand who should also undergo regular training.
Materials need to be adapted too, since products, legal regulations and not
least distribution channels change over the course of time. Measuring and
monitoring levels of success is of decisive importance here.

Factor 7: Distribution und Organisation

Even a measure that has been optimally customised to fit the needs of a given
target group remains ineffective, if it fails to reach the target group itself. In
this context it is vital to balance out the options open to the provider against
the needs of those people using financial literacy measures. Particularly in
the case of target groups in rural regions, measures have to be decentralised
to a considerable extent in order to keep the distances travelled to seminars
and education facilities down to an acceptable level. What is more, for margin-

23 Atits road shows, the First National Bank of Botswana, for example, hands out small gifts to
people who have given the right answer to a question about financial literacy.
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alised service users and those at risk of debt, the golden rule is that it is not
the customer who should come to the measure but the measure that should
come to the customer, i.e. to the place of work (or any other location where the
target group can be found). Reference is made here again to the example of
the NamPostSavings Bank presented in Section 3.4 which seconded specially
trained teams to remote villages too. “Free to Grow”, which operates seminars
in southern Africa for company employees with debts or at risk of debt, gener-
ally organises them on the premises of the company concerned.

Suitable distribution channels are a characteristic feature of a successful meas-
ure. Depending on the provider, different channels are selected in individual
countries — state institutions make use of state facilities throughout the
country, such as schools and libraries etc. NGOs either operate through their
own network and/or cooperate with other sponsors pursuing similar objectives
(including women'’s organisations or unions).

Financial institutions organise financial literacy measures through their branch
network; (state) post-office banks with their dense network undoubtedly have
an advantage here over other institutions with branch offices at just a few
locations. It is quite common for commercial financial institutions to cooper-
ate with state and non-profit organisations — such as Banamex, which works
closely with Mexican ministries but also with universities and national as well
as international NGOs (e.g. Freedom from Hunger). This offers several advan-
tages: it enhances the measures’ credibility and allows Banamex to harness
the knowledge of experienced providers as well as their distribution channels.
Yet another good example here is Promujer that has engaged in alliances with
various ministries as well as NGOs, in order to distribute its programmes.

Whether or not these measures can develop their broad-scale impact, i.e.
also reach rural regions and / or marginalised population groups, ultimately
depends on whether and to what extent the financial institutions offering
training are prepared to involve locations and regions that lie outside their
(potential) branch network.

Factor 8: Networks and partnerships

Against the backdrop outlined above, another key success factor is thus the or-
ganisation’s horizontal-level networking with key actors such as government,
NGOs and/or the private sector and its vertical-level networking with local and/
or supraregional actors. This enables an organisation to use knowledge at vari-
ous levels and, following corresponding coordination, to address a broader tar-
get group. In financial terms too, partnerships can open up new perspectives
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—foundations, charitable organisations and international donors facilitate
the elaboration of basic materials and the implementation of train-the-trainer
seminars, whereby distribution then takes place via other channels/organisa-
tions. Examples here include programmes by TebaBank (with resources from
the Citigroup Foundation as well as the bank’s own funds) and the American
NGOs Freedom from Hunger and Microfinance Opportunities.

Furthermore, networking at the horizontal and vertical level facilitates the use
of synergies and contributes to quality assurance. Basic materials and train-
the-trainer seminars are implemented centrally by an organisation having
experience in the field of financial literacy, thereby promoting the dissemina-
tion of uniform knowledge. At the same time, this makes it easier (for state
institutions) to set generally valid minimum standards for the contents and
presentation of the materials. The swift and favourably-priced distribution of
information / communication of knowledge is entrusted to local organisations
which can (and as a rule have to) make alterations in line with the local context.
Feedback from local partners to headquarters ensures that a high level of qual-
ity is maintained.

Factor 9: Sustainability and repetition of contents

One-off measures certainly have the capacity to strengthen a target group’s
awareness of correlations and the various possibilities for action, but they
will scarcely have any lasting impact on behavioural patterns. Thus, it is also
true of measures in the field of “financial literacy” that: constant dropping
wears the stone. Thus, if they are to sustainably raise the quality of training,
measures have to be offered over the long term. As in many other areas, the
principle of lifelong learning also applies to financial literacy too. On the one
hand, people’s needs, problems and possibilities for action alter in the course
of their lives. On the other, the products and options on offer change too.

Finally, new generations of financial-service users are constantly evolving that
also have to learn the most important elements of financial literacy.

Factor 10: Adequately secured resources

Regular implementation of measures presupposes long-term secure financing.
Securing measures via state financing would at first appear advantageous, but
in times of scarce resources cannot necessarily be taken for granted, as the ex-
ample of Mexico’s consumer protection office, CONDUSEF proves. CONDUSEF’s
annual budget is presently some USD 36 million, with a slight upward ten-
dency, but in times of increasingly complex financial products, CONDUSEF is
not only confronted with a growing demand, but is finding that the limited
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availability of funding is already curtailing its capacity to provide people in
rural areas with the information they need. This also applies to the scheduled
implementation of workshops which are not only intended to disseminate im-
portant information, but to interactively (and thus sustainably) communicate
knowledge of household budget planning.

International sponsors and donors (e.g. Microsoft, Wal-Mart Foundation, Ford
Foundation, Inter-American Development Bank) are often important partners,
too. However, they cannot always secure long-term financing. Nonetheless,
they are of particular importance when it comes to getting measures off the
ground. This applies, for example, to the development and adaptation of mate-
rials and the implementation of train-the-trainer seminars for financial literacy
training. This is how seminars by the organisation “Freedom from Hunger”
operate in the entire Southeast Asian region.

Securing the impact of such measures in the long term necessitates long-term
financing. Financial institutions have an elementary interest in “good” custom-
ers —indeed, this is why, in many countries, they implement financial educa-
tion themselves and/or are major donors. Sharing the costs with the financial
sector or even completely transferring such costs onto this sector would there-
fore appear an expedient and suitable approach to securing ongoing funding.
In this context, it makes sense to organise financing via central financial-sector
bodies. The Botswana Banking Week, for example, was initially supported by
the central bank of Botswana and financed by various other banks. However, to
facilitate “fair” funding, the banking association is now set to assume organi-
sation of the Banking Week. Regulations in some southern African countries,
whereby a certain percentage of profit generated by financial institutions has
to flow into consumer protection, is a fundamentally meaningful approach to
securing long-term funding for financial literacy training.
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4. Challenges and Possible Courses of
Action

4.1 Different countries — Similar challenges

The theme of “financial literacy” is established to different extents in the five
SBFIC partner countries surveyed. From a purely quantitative perspective, the
theme is best covered in southern African countries with 15 training offers

in the Republic of South Africa, 7 in Namibia and 12 in Botswana. In Mexico a
total of eight organisations currently offer training on the theme of “financial
literacy”, with four more scheduled to launch initiatives in the months ahead.
Vietnam is essentially still only just starting out on the field of financial literacy
and only has two institutions offering training to date, with extremely limited
impact. However, here again, further offers are in the pipeline.

Although the sheer number of measures differs, the underlying challenges fac-
ing financial literacy programmes are actually similar.

(1) Raise awareness of the importance of financial literacy

In all of the countries looked at, the various (political) actors have become
more aware in recent years of the importance of financial literacy. This has to
do on the one hand with the growing number of people in debt and, on the
other, with the increasing complexity of financial markets and how this makes
it more important to have better informed financial service customers.

In this context it is of outstanding importance to secure funding for financial
literacy training on a permanent basis. In other words, it is important that the
state set aside sufficient funds in its budget. Irrespective of this, however,
ways have to be found to involve those that stand to gain from financial literacy
(i.e. financial institutions) in the financing of appropriate measures. In quite
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a few countries, such as the Republic of South Africa, Namibia and, of late in
Mexico too, regulations have been introduced that oblige financial institutions
to contribute?t. And it is precisely in these countries that greater importance
is being attached to the coordination of different measures and their quality
assurance (cf. sub-section (2) below).

Awareness also has to be generated at a different level - amongst potential
customers of financial literacy services. It is precisely those groups of people
who are most in need of this kind of measure who are most often convinced?
that they can manage perfectly well on their own and have their finances well
under control. Awareness-raising campaigns are the answer here but elemen-
tary financial education measures also need to be mainstreamed in school cur-
ricula, so as to highlight the significance of this theme and to enable as many
people as possible to acquire a basic level of financial literacy.

(2) Coordinate measures, set standards, measure and monitor success
Particularly in countries which already have a series of initiatives and meas-
ures targeting financial literacy, their coordination and the specification of
(minimum) standards for financial education inputs is of great importance.
Coordinating measures can help raise their effectiveness, save money and, at
the same time, strengthen the impact of individual activities, e.g. by making
available brochures on the correct use of financial services at public libraries.

The (timely) specification of standards secures quality and protects consumers
who have to be able to differentiate clearly between materials that are purely
promotional and “real” education measures. This is of particularly outstanding
importance in those countries in which the financial sector has only recently
adopted a free-market approach. Empowering people to differentiate between
mere advertising and literature offering real training measures is without
doubt a challenge, because effective financial literacy measures are supposed
to have an “entertaining” character if the problem group is to take notice and
accept them. Finally, (minimum) standards make it easier to compare the vari-
ous measures with each other and make it possible to “learn” for later meas-
ures.

As already mentioned above, measuring the level of success (beyond the
number of participants/brochures distributed) is thus of considerable im-

24 This has probably contributed to the relatively large number of financial literacy measures in the
Republic of South Africa.
25 Also and indeed especially in Western nations.
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portance. Success measurement —in combination with a clear objective - is
crucial for the control of measures and can go a long way towards enhanc-
ing their efficiency. Generally speaking, suitable success measurement

and control mechanisms are vital for assessing a measure’s eligibility for
promotion.

(3) Strengthen broad-scale impact

In addition to coordinating the implementation of hitherto isolated one-off
measures, there are also other means of broadening the impact financial
literacy measures. A large number of people can be reached, for example, by
mainstreaming basic financial literacy into school curricula. This should be
done for younger school children too, since they are subject to compulsory
school attendance.

An important alternative when it comes to reaching broad sections of the
population is to organise financial literacy training through financial institu-
tions, thereby harnessing these institutions’ legitimate interest in knowledge-
able consumers. Only if (micro) finance institutions have a minimum number
of customers with sound basic financial knowledge will they be in a position
to operate sustainably. Therefore, in the case of financial institutions with
nationwide operations or those which serve rural regions and/or marginalised
population groups, like many microfinance institutions do, financial literacy
training should be integrated into ongoing (micro) finance projects.

In countries with greater needs (either because there are virtually no offers
or because key target groups are neglected), it is expedient to promote spe-
cific projects that develop financial education measures and implement them
with suitable partners. Potential partners here include, in particular, (state)
organisations, financial institutions and groups of financial institutions (as-
sociations) that operate across the board at the national and international
level.

4.2 Possible courses of action by German development
cooperation

Against the backdrop of the challenges described in Section 4.1, German
development cooperation faces various courses of action in the countries
surveyed: it can help raise awareness for financial literacy, it can help coordi-
nate measures and set standards and, finally, it can strengthen the broad-scale
impact of financial literacy training.
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The various courses of action for the countries in which the study was conduct-
ed are summarised below:

(1) Mexico

Given that Mexico has a population of more than 100 million, of whom around
30 million are under 14 years of age, mainstreaming financial literacy in school
curriculais of particular importance here. Furthermore, the broad-scale impact
of financial education has to be (further) strengthened. With “Saber Cuenta”,
Mexico already has a thematically comprehensive programme that addresses
various target groups. However, the implementing institution, Banamex,
mainly operates in Mexico’s urban centres. To reach the rural population, it is
necessary to strengthen alternative providers. Cooperation with CONDUSEF,
the consumer protection office, which basically provides information on finan-
cial services along with extensive consumer information through its special-
ised website, constitutes an expedient course of action.

Furthermore, CONDUSEF as a state-run, nationwide information provider could
also succeed in laying down minimum standards for offers of financial literacy,
thus facilitating success measurement and control of the respective meas-
ures. However, CONDUSEF does not have any power of authority over financial
institutions and, what is more, is subject to budgetary limitations, which would
mean it would have to cooperate with other organisations in order to imple-
ment these tasks.

Cooperation with associations and organisations in the financial sector would
be the best option here. Indeed, in its latest strategy paper, the Mexican
banking association ABM highlights the importance of financial literacy. Fur-
thermore, in rural regions, financial education measures could essentially be
implemented via the member banks (“cajas”) of the various associations in the
(cooperative) savings-bank sector in Mexico. The associations would then have
the task of developing materials and training trainers (if necessary in close
cooperation with CONDUSEF), which would be distributed throughout the
individual savings banks. Seminars and training could be provided close to the
customers in the savings banks’ catchment areas. Having materials developed/
training conducted at a central level would help save costs and concomitantly
facilitate standardisation. In contrast to the generally holistically oriented
training concepts by other providers, in which financial literacy only accounts
for a small part of the knowledge communicated, this set-up would allow for a
targeted orientation to financial matters. Dissemination through and/or appli-
cation by the member savings banks would make it easier to measure success
and, if necessary, to align materials and the contents of training measures.

50



Development cooperation inputs could provide valuable start-up assistance
here — however, in the medium term, the success of these measures hinges on
the members’ willingness to use association contributions for financial literacy
training?®.

(2) Botswana

Botswana, with a population of 1.8 million inhabitants, is thinly populated and
essentially rurally based. In contrast to other countries, the theme of financial
literacy is already on school curricula, albeit with a focus on issues concerning
enterprise management. Given the increasing levels of debt and the growing
number of complaints about (micro) finance institutions, the introduction of
basic modules dealing with budget planning and the use of financial services
is of key importance. Furthermore, the study emphasises the need to direct
resources into adult education. Finally, Botswana needs to expand on the
themes covered. There are, for example, hardly any initiatives that explain in-
surance or the dangers of credit. Fraudulent action in connection with financial
services is not an exception. German development cooperation could positive-
ly influence the Ministry for Education, as well as other authorities too, encour-
aging them to deal with these issues. In this context, the financial institutions’
willingness to provide and adapt materials for schools should be harnessed.

The country’s low population density coupled with the need to offer interac-
tive training underpins the importance of (low-cost) distribution channels. The
Botswana Institute of Bankers (BIOB) could be an important multiplier here.
BIOB provides further training for bank employees and could be used as a cen-
tre for developing materials which would then be distributed via the affiliated
banks. At the same time, the institute could train trainers to implement train-
ing measures in regions throughout the country. In addition to the commercial
banks operating in Botswana (mostly of South African origin), it is predomi-
nantly the Botswana Savings Bank and various non-bank financial institutions
that could disseminate financial literacy measures across the board.

In a similar scenario to Namibia (see below), a regulatory authority for non-
bank financial institutions is now being set up in Botswana and the theme of
“financial literacy” is to be part of its mandate. German development coopera-
tion could seize the opportunity to emphasize the importance of this theme
to this authority early on and could support the development of materials and

26 This approach is essentially a financially worthwhile option, e.g. in that it would succeed in rais-
ing the volume of transfers effected by Mexicans to the USA via Red del Gente from an official
annual figure of around USD 15 billion.
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help establish distribution channels. Here too, the core problem of securing
long-term funding has to be resolved —in the case of themes that concern all
banks (such as ATM fraud), this has always proved feasible to date.

(3) Namibia

Namibia is currently discussing a financial sector charter which, in addition

to ownership issues and access to financial services, also looks at matters of
consumer protection and financial literacy. Just as in the Republic of South
Africa, German development cooperation could seek to engage in dialogue
with public bodies and foster the development of this charter. In addition to
the central bank, which regulates commercial banks, the Namibia Financial In-
stitutions Supervisory Authority, NAMFISA, which monitors non-bank financial
institutions (microfinance institutions), has a central role to play. NAMFISA has
already indicated its interest in closing an existing gap by not only identify-
ing in concrete terms the need for and orientation of financial training, but by
setting standards for financial education measures. Finally, the authority could
be supported in its efforts to coordinate evaluation and monitoring of financial
literacy inputs.

In its capacity as a supervisory organ for microfinance institutions, NAMFISA
could play an important role in coordinating activities by individual microfi-
nance institutions in the field of financial literacy. In Namibia it is essentially
the commercial banks that implement financial education measures. However,
these institutions tend to gear their activities to their existing customer base.
Together with the ongoing activities by NamPostSavingsBank, which is active
nationwide, the additional offer of financial literacy training through microfi-
nance institutions could lead to the greater dissemination of these services,
which would ultimately benefit the microfinance institutions and thus (further)
stabilise this sector.

Furthermore, the need to start financial education for school children at an
early age should not be overlooked. Together with the Education Ministry,
German development cooperation could help mobilise the integration of the
theme of “financial literacy” within national curricula.

(4) Republic of South Africa

The great challenge facing South Africa’s policy-making in the field of financial
literacy in the near future will be to develop a national framework that outlines
a clear vision and guidelines for the design and development of financial lit-
eracy programmes. Various actors, including, inter alia, FinMark Trust and the
Financial Services Board, have already come together to sound out the possi-
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bilities for developing this kind of strategy. German development cooperation
(in cooperation with other development organisations) could seek dialogue
with public bodies and influence policy design in its capacity as an advisory
institution.

South Africa has a large number of financial literacy initiatives. On the one
hand, however, most consumers know nothing about them and, on the other,
the various providers are not always aware of the other offers they are compet-
ing against. Besides coordinating measures by the different providers, South
Africa needs to raise awareness of the need for financial education, particularly
amongst potential users. Furthermore, financial education not only needs to
be defined in more precise terms, but requires specially designed tools and
indicators that will ensure effective and demand-oriented training measures.

In South Africa, financial literacy measures also stand or fall on the suitability
of the distribution channels. In principle, though, the Financial Charter that re-
quires financial institutions to use 0.2% of their profit for consumer protection
purposes constitutes a good framework condition for the sustainable funding
of financial literacy measures.

(5) Vietnam

As far as the theme of “financial literacy” is concerned, Vietnam is presently

almost virgin territory. And so the demand for financial education is accord-

ingly great. On top of this, Vietnam is a transition country in which (virtually)
everyone has to learn (virtually) everything again. In principle, the following
options would thus appear feasible courses of action for German development
cooperation:

1. The fact that there are hardly any measures in the field of financial literacy
can be seen as an opportunity to set standards from the very start — for
example, via cooperation with the Ministry of Education MOET?".

2. Vietnam’s school system is presently being redesigned. Efforts could there-
fore be made - again in dialogue with the Education Ministry MOET - to
have elementary knowledge about financial matters and the way they inter-
act mainstreamed in school curricula. Whether or not this has any chance
of success, or whether this theme can only be dealt with in optional lessons
known as “side-classes” remains to be seen. At the present moment, a large
number of (equally important) themes are being put before the ministry.

3. Vietnam is an example of how, owing to the great need for financial literacy
measures, it would be expedient to promote a specific project that devel-

27 MOET = Ministry of Education and Training
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ops financial education measures and implements them with a suitable
partner. Potential partners here are essentially the Vietnam Social Policy
Bank (VSP) and the Women'’s Union with its affiliated organisations. Both
organisations have a social mandate and can reach a large number of cus-
tomers via their dense network consisting of various facilities and mecha-
nisms. The Women'’s Union (and the associated training establishment),
with which there is already ongoing good and rewarding cooperation, could
address the key target group of women as household budget managers.






Annex 1: Terms of Reference

Annex 1: Terms of Reference
“Financial Literacy”

Background: In many developing and transition countries, the lack of access to
financial services (credit, savings, payments transactions), is a key obstacle on
the road to economic development. However, it is not just the offers of finan-
cial services themselves that are often inadequate, but the financial know-how
of potential consumers too, both with regard to the kind of services on offer
and their correct usage. Education for Sustainable Development” is one of the
goals given in the UN’s Agenda 21. Even some highly industrialised economies
offer basic financial literacy training. In Germany, for example, elementary
financial education can be accessed through the “Geld und Haushalt (GuH)”

- Money and Private Households - mechanism operated by Germany’s savings
banks association, the DSGV, and through the “Sparkassen School Service” (a
UNESCO-certified, official project of the UN decade of “Education for Sustain-
able Development”); these services are used by a large number of people.

Overall objective: Improvements to the basic (financial and) economic educa-
tion of school students and adults contributes —in the long term —to im-
provements in the social and economic situation of poorer (rural) population
groups. This study aims to clarify the extent to which offers of financial literacy
training already exist, what levels of success they can demonstrate and which
factors underlie their success (or lack of success). The study is to form the
basis for the development at a later stage of targeted programmes to promote
financial literacy.

Anticipated Results: The study is to provide an extensive overview of a group
of selected countries in different regions, focusing on the following thematic
areas:
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Inventorise and briefly describe the training offers on hand in the field of
financial literacy, whereby “financial literacy” is understood as referring to
all courses and methods that empower individual people to better manage

their lives from a financial service perspective.

2. Assess the effects of the individual offers on their chosen target groups
(school students, adults) and, if necessary, present any (unintended) im-
pacts on other groups.

3. Briefly analyse the key factors that contribute / have contributed to the suc-
cess (or failure) of a measure.

4. Summarise the context and the need for financial education and evaluate
ongoing measures. On the basis of existing measures, compile recommen-
dations for the future design of measures in the field of financial literacy
for the countries concerned. Identify agencies to execute measures of this

kind.

The report should have the following structure:

Introduction: brief description of financial literacy status (hnumber of adults,
illiteracy rates broken down according to gender or rural and urban areas, if

necessary).

Overview of “financial literacy”: One page per provider and measure.

Provider of training

Name, legal status, private / state, national / international

Rationale
underlying offer

e.g. National education mandate, interest of microfinance institutions in
knowledgeable customers etc.

Cost of measure(s)

To the extent possible: total costs and name of funding organisation, one-off
or standing measure(s)

Target group(s)

e.g. School students, women in a given region

Brief description of
the offer

e.g. Brochures for adults on the theme of “credit”; which channels /
mechanisms are used to bring the offer to the consumer

Result of the offer

e.g. Number of printed copies, copies sold, participants in planning
exercises, where appropriate, increases in savings deposits, too

Success-determining
factors

e.g. Regionally limited, but intensively supervised offer for a certain target
group

Summary:

Present context

Determine need for financial literacy

Recommendations

Future design of measures should take account of:
L4 ceee

Identification of
potential executing
agencies

Institution:
L4 ceee
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