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Session Description

Name of Session or Address

Stream D, Increasing Financial Literacy in Low Literacy Communities

Speakers’ Names & Affiliation (in order of appearance, 20 minutes per presentation)

· Kathleen Stack, Vice President, Programme Development, Freedom from Hunger

· Jayshree Vyas, Managing Director, SEWA Bank, India

· Mostaq Ahmmed, Director, Training and Technical Support, PlaNet Finance

Moderator’s Name 

Narayan Pant, Professor of Asian Business and Comparative Management, INSEAD

Key Themes (Itemised)

The workshop presentations start with the specific and go on to the general, covering mainly:

· Financial education for the poor (Kathleen Stack – Freedom from Hunger)

· Financial literacy for poor illiterate women (Jayshree Vyas – SEWA Bank)

· Financial literacy in low literacy communities (Mostaq Ahmmed – PlaNet Finance)

Kathleen Stack – Freedom from Hunger

· Financial education enhances the economic well-being of the poor by effecting behavioural change through the acquisition of relevant knowledge, skills, tools and attitudes to improve understanding of financial options, encourage more effective use of resources, build self-confidence, and shift towards pro-active decision-making.

· The organisation’s curricula revolves around five main themes, imparted through training in a supportive learning environment based on relevance, immediacy, dialogue and engagement.

· Financial and educational services are delivered through three main modes: parallel (two or more programmes or departments in the same organisation), linked (two independent organisations in the same area), and unified (integrated services delivered by the same staff).

· Challenges to financial education stem mainly from literacy levels, the life-cycle position and the adaptation to market segments. 

· Future steps include outreach to donors and training regional trainers, as well as developing innovative programmes and approaches towards consumers and the youth.

Jayshree Vyas – SEWA Bank

· Many poor women are in the clutches of moneylenders, as they have fallen into debt without planning the payback or considering the interest rate, and are living on a day-to-day basis.

· The bank’s financial literacy programme aims to help these women change their attitudes, and build financial knowledge and skills for a secure and self-reliant future.

Mostaq Ahmmed – PlaNet Finance

· Financial education is essential in every microfinance approach, as microfinance is an effective tool for poverty alleviation and empowerment but is limited by financial illiteracy.

· Financial literacy has positive economic and social impact.

· The organisation’s Experts Programme focuses on having an impact on knowledge, skills and attitudes, as well as maximising outreach.

Description/Summaries

The economic and social well-being of the poor is tied to literacy levels, the stages of the life-cycle, attitudes and behaviour. It can be improved through financial education. 

Freedom from Hunger’s Financial Education for the Poor programme helps poor people enhance their economic well-being through training that covers budgeting, saving, handling debt, using bank services, and mastering financial negotiations. The programme imparts skills, tools and information for a better understanding of financial options, how to use resources effectively, to build confidence, and effect a shift from reactive to proactive decision-making. It aims to achieve the desired behavioural change by influencing knowledge and attitudes through training that is relevant, immediate and focused on dialogue and participation in a supportive learning environment. Financial education is delivered via unified, parallel or linked modes. Training techniques include small-group discussions, story-telling, situation-specific simulations, exercises and cases, which are compiled as guides or manuals, and delivered via individual counselling, financial pooling of groups, classroom training and the mass media, involving NGOs, MFIs and banks. Grassroots organisations are also crucial in spreading the message.

Challenges stem from low literacy levels, the life-cycle position and the adaption to market segments, as well as in the raising of donors’ awareness and the training of regional trainers, which the organisation feels should focus on innovation (e.g. risk management, micro-insurance, and remittances), and specifically target consumers and the youth. While an evaluation framework is in place, the organisation has to further develop impact assessment indicators and conduct an extensive study about performance measurements.

SEWA Bank has similar efforts helping women in India break the poverty cycle. The organisation aims to change these women’s attitudes – e.g., from hopelessness to a more positive mindset that encourages, for instance, active budget planning – and to help them build financial knowledge and skills for a more secure and self-reliant future. Financial education also better prepares women to achieve aims within their families. Training techniques include classroom sessions, campaigns, individual counselling based on real-life examples, storytelling, viewing feature films, and role-playing in simple language and on a continuous basis. Stories that mimic everyday life to illustrate learning points are very effective. Subjects include saving, borrowing (e.g., for investment, not consumption), consumption (e.g., curbing unnecessary and oversized expenditures), investment, insurance, and budgeting according to prevailing lifecycle needs. Impact is assessed based on the number of bank accounts, the regularity of savings, and the decreased number of defaulters.

SEWA Bank plans to embark on a nation-wide financial education dissemination programme, which will involve cultivating master trainers, and spreading the message through workshops, financial camps, women's magazines, and ‘barefoot financial counsellors’ who will go ‘from village to village and from slum to slum’. 

The experience of PlaNet Finance is that microfinance serves as an effective tool for poverty alleviation and empowerment, but is limited by financial illiteracy, which hinders people from making informed decisions and developing sound money management practices. Financial literacy must therefore be an essential component in every microfinance approach. PlaNet Finance’s Microfinance programme adapts learning principles and practices for their target audience, and employs local folk stories, proverbs, illustrations and problem-solving scenarios to impact knowledge, skills and attitudes. The organisation is also focused on maximising outreach through its Training of Trainers Programme, which to-date has trained more than 1,000 people from MFIs, NGOs, banks, cooperatives, universities and micro enterprises. Case studies from several continents suggests that financial literacy has positive economic and social impact, as evidenced by PlaNet Finance’s Microfinance and Financial Education Programme in Benin, Lome and Bangladesh.

In summary, this session indicated that appropriate training tools are available that have been proven and adapted to the needs of low literacy, and some measure of success has been achieved. However, all elements of financial education and financial services must work together, and microfinance should be combined with financial education, to be effective. Some success has already been achieved but resource constraints force the organisations to focus on network effects for the delivery of their message.

