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Importance of financial capability
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Building financial capability

INPUT OUTPUT

Financial Education

Personality, culture)
Previous learning

+

Money advice

Financial advice
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Why financial education?

dFacilitates accumulation of assets —
economic growth (individual through to
macro level)

dLack of financial capability manifests on
several levels:

* Individual — household - community

* |nstitutional (micro) - sector (meso) - national
(macro)
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Component of enabling
environment

Legal and
regulatory

environment
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Tanzanian financial education
strategic process
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Goals

dStrengthen financial sector and increase
participation/access through improved
financial capability

dComplements various other activities, e.g.:
= Review of microfinance policy environment;
* Rural Finance Strategy;
= “Truth in lending’/disclosure
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Outputs

1. National framework:
« Ownership and institutional arrangements
 Funding arrangements

2. Consumer strategy:
» Target, content, channels

« Consider knowledge, skills and behavioural
change

3. Implementation plan for above, including:
4. M&E framework
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Strategy development process and
framework

INPUT

International
examples

National
agenda

Scoping
exercise

Research:
Finscope

HH Survey
Baseline

STRATEGY

National framework:

*Vision
*Ownership/champion

* Institutional arrangements
* Roles

«Stakeholder interaction

Consumer strategy

*Market segments — prioritise
«Content focus

«Channels

*Resources

Mlepliteirigie) &

=\VaIaten

IMPLEMENTATION

mplementaton:plan:

Institutionalise
sStakenolder

COommunicCaton p‘E!H

mplementaton:plan:
[Vedia plan

Ve strategy.
*[Imeirame
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Initial findings In Tanzania
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Context

dVast country, with highly dispersed rural
population (about 70%)

dGrowing urbanisation
1Growing ‘young’ population
JdLow formal income

Multiple stakeholders with much
fragmentation and duplication with respect
to various programmes (e.g.
entrepreneurship support)
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Financial Sector

dLow (but growing) financial access and
usage

dFinancial sector in ‘infant phase’:

= Some strong commercial banks, but still Itd
footprint (particularly in rural areas) and
competitions

» Weak semi-formal institutions (entry point),
e.g. proliferation of mostly weak SACCQOs

dNot ‘consumer orientated’ (e.g. Islamic
banking, banking costs, service levels)
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Financial Sector (2)

4 Increasing market sophistication:
ATM banking
Virtual banking
Leasing
Housing finance
 |Insurance/risk management
 Credit reference bureau in the making
d Growth in VSLAs & VICOBASs — important educational impact
d ‘Investment’ requirements of maturing VSLAs and SACCOs

d Zanzibar: govt employees soon to be paid through banks

(rather than cash) — while mainland experience shows limited
use of banks
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Financial sector (3)

dFraud (e.g. pyramid schemes) and failure
of institutions

dWeal legal/regulatory environment with
respect to consumer protection and
consumer recourse

v marketworx



Consumer

 Decreasing general functional literacy
levels (although increase in educational
outreach)

dLow levels of economic literacy
(knowledge of markets)

dLow levels of entrepreneurship/business
financial skills (SMME) — NB: Points to
Issues on livelihoods
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Consumer (2)

JConcepts ‘never heard of’:
= Loans = 9%
= Savings = 27%
JWould ‘like to know more about’:

= How to calculate interest rates: 84%
= How to save more: 84%

Savings-orientated, but lack of options

JSharing — good, but also share poverty
and problems
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Consumer (3)

dLimited trust in financial sector (and
oroader systems) — failure of SACCQOs,
oyramid schemes

dLack of understanding/awareness of rights
and responsibilities — not ‘assertive’

J'Too poor to bank’
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Consumer (4)

dBanks viewed as expensive with poor
service

dHigh ‘transactional costs’ (limited
geographic outreach)

JdWant to save, but where?
JResult: many under-banked —

“Save with bank, borrow from SACCO,
transact in cash.”
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Stakeholders’ perceptions

dLimited knowledge/understanding of
financial education

dVery interested & supportive

dFew existing programmes:

= CRDB: Focus on SACCOs and communities —
theatre

= CMSA/BoT: Media, seminars, etc
= VSLAS, VICOBASs (well organised and trained)

= SACCOs’ mobilisation and training
programmes
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Channels

dMultiple programmes e.g.
entrepreneurship, SACCO support,
VSLAS/VICOBASs — potential vehicles for
financial education

dMedia:

* Limited media channels and high media cost
= Limited access to mainstream media

= | oW access to cost-effective electronic media
(1% Internet access)
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Proposed national strategic
framework
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Key considerations

dLimited resources, but various existing
related activities - attach/imbed financial
education in existing
structures/programmes where possible

JRequire strategic partnerships:
» Public-private partnership
= Civil society

JCoordinate highly fragmented market -
work through ‘interest groups’

. marketworx



Critical success factors

= National level - coordination:

 Information portal (e.g. actively managed
websight)

« Shared resources (content, national baseline
study, etc)

 Faclilitate strategic partnerships
= Sector/institutional level — implementation:
« Understand clients, content
« Channels in place
« Resourcing
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Proposed national framework

dCoordinating agency: institutionalise unit
at national level - reflect PPP

JOrganise groups stakeholders (govt,
private and civic society) in ‘interest
groups’:

» Reflect market segments/target groups

* Representative/inclusive of public, private
sector and civic society
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Consumer strategy

JMain streams:
= ‘Occupation’:
* in educational system
« SMME or farming
 formally employed
= Urban vs rural communities:

e Urban: bias towards formal financial institutions,
formally employed, media access

* Rural: semi-informal (SACCOs, VSLAS), lower
Incomes, agriculture
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Consumer strategy:
Life Stage Approach

Life Stage

Discrete /
Product
Specific

(on as-need

basis) /\

ptive
areness

Generic -

change

(on-goingQ)
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Enterprise perspective

FINANCIAL BDS

ENTERPRISE
FINANCIAL EDUCATION

Similar to CFE, but in
CONSUMER FINANCIAL bus context

Dev fin statements
Forecasting

Cash flow mngmnt
Complicated funding
options
Implementing acc
systems

EDUCATION Also:

Types of finance —
Personal budgeting focus start-up credit
Personal fin products Sources of finance
Types of FIs Regrmnts of FIs
Opening a bank
account
Rights & recourse
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Implementation
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Risks/challenges of strategy

dFragmentation

dLack of focus — spreading resources to
thin

JLoss/lack of interest from stakeholders

Lack of resources

JdCreating dependency on external funds
— could undermine long-term
sustainability
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Implementation —
key considerations

dIimplementation at market/institutional level

JRequires buy-in and ‘ownership’ from
stakeholders

dStakeholder communication strategy:

« ‘Educate’: inform, why financial education
important, why stakeholders’ responsibility

* Buy-in
* Resources: where can assistance be obtained in
Implementation
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Implementation process

 National framework:
= |nstitutionalise — temporary structure to ensure momentum
» Implement stakeholder strategy/communication

 Consumer strategy:
= Develop core financial education skills in market
» Projects: ‘Low hanging fruit' — demonstrate evidence of success
= Start initiation of larger long-term programmes
» Research — pilot — improve

 Monitor, evaluate, improve
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Closing: guidelines in developing
a national strategy
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Guidelines

4 In public domain:
= Everyone benefits
= Everyone’s responsibility
d Long-term vision required
4 ‘Push down’ implementation:
= Huge resource requirements on national levels;
» Grassroots understanding of consumers
1 Require high-level support & champion
U Key strategic partnerships
d Attach to/imbed in existing structures where possible
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Thank you

Gerda Piprek
gerda@marketworxafrica.com
+27 83 325 5452
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