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AG on Research
From research to practice and back again

Action Group from Research to Practice and Back Again: Objectives
https://www.e-mfp.eu/research-practice

= Promote the learning of microfinance and financial inclusion at the
university level

= |dentify research needs of field level institutions as well as organisations
supporting and enabling the development of the sector

= |dentify the sources of data that enable conducting the research

= Disseminate and increase impact of research by translating research
results into practical guidance and solutions

www.e-mfp.eu
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Action Group from Research to Practice and Back Again:
2022-2023 plan of activities

For 2022, the AG will focus on (digital) financial education and its
relationship with financial health.

This will entail a better understanding of both financial education (FE) and
financial health (FH) in terms of: concepts / definitions; scope;
measurement / indicators; organisations and types or organisations using
FE and FH and why; relationships between FE and FH in theoretical and
empirical ways; proposal of suitable indicators.
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AG on Research

rom research to practice and back again

Develop knowledge and skills, and change attitudes and behaviors in
order to make informed financial decisions: recognize both financial risks
. . and potential opportunities, know where to seek financial support, and
Financial take other effective actions to improve financial well-being.

Education It is based on the provision of impartial information, education and / or
objective advice, aligned to the specific needs of the recipients.

(Atkinson & Messy 2013, AFI 2021, MaPS 2021, OECD 2021, Huston 2010)

« Be in control of your finances

« Feel capable of being able to absorb any financial shocks
Financial « Feel confident about your financial future

- Be free to make your own financial decisions

Health - Be able to pursue and seize opportunities as they arise

(Sing et al 2021, CFPB 2017, FHN 2016, NCUF 2015, Muir et al 2018, CWBA-MI 2018, Kempson et al 2017,
Prawitz et al 2006)

www.e-mfp.eu
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AG on Research

= n
Poll with audience e —

Is consumer debt good or bad for Should debt be factored into the
low-income people? measurement of financial
health?

www.e-mfp.eu
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Amrik Heyer Jaspreet Singh Lydia Baffour Awuah Anup Singh
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The Financial Health of Kenya's adult population has been falling
since 2016, when it was first measured

Financial Health 2016-2021 by wealth group

The financial health index
Ability to manage day to day:

never went without food during the last year
doesn’t have trouble making ends meet between income cycles
has a plan/budget for allocating income and expenses

Ability to cope with risk:

never went without medicine in the ast year
regularly kept money aside for emergencies
can get hold of a lump sum within 3 days

Ability to invest in the future:

using savings or credit to invest in productive assets
education or old age; is using/plans to use savings

pension or investment income to make ends meet in old age;
has been regularly putting aside money for the future.

70%

60%

50%

40%

30%

20%

10%

0%

2016 2019

—e—\\ealthiest 20% —e—Middle 40%

2021

Poorest 40%
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connecting the inclusive finance world Cumulative changes in consumer prices by commodity groups (Price index, Dec 2014 = 100)
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Median incomes

have fallen or
stagnated

Personal monthly income (KShs, self-reported)

KSh 16,000

KSh 12,000

KSh 8,000

KSh 4,000

All adults Household wealth group
15k
12k
10k
Richest 20%
8k
6.7k
6k
5k 5k 5k
All adults 4 25k Middle 40%
3k 3k
Poorest 40%
2016 2019 2021 2016 2019 2021
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EUROPEAN Between 2016 and 2021, casual work replaced farming as the largest source of
income among adults

M |CRO FINANCE WEEK Adults by their main source of income (% 18+)

connecting the inclusive finance world

100%

Employment

Earnings from
formal employment
and businesses
have diminished

04 B Casual work

25%

25
16 18

Transfers
0%

2010 2019 2021
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Pressure on
remittances during
COVID-19 placed
additional financial
demands on
working adults

Adults (% 18+) receiving transfer income, by source and age group:
! Institutional only (Government, NGOs, Pension) / Both

Youth Working age Retirement age
[18-25) [25-65) [65+]
60%
38
40%
25
35
55
44 46
20%
23 20
14
0% . |
2016 2019 2021 2016 2019 2021 2016 2019 2021

Source: Author's calculations using FinAccess surveys.

www.e-mfp.eu




EUROPEAN
MICROFINANCE WEEK
connecting the inclusive finance world
Adults (% 18+) that use their savings or loans for education

Increased
Investments In
education have ) , ;

36

also put pressure . A . v
on household
budgets

22

20%1

2016 2019 2021 2016 2019 2021 2016 2019 2021 2016 2019 2021
Source: Author's calculations from FinAccess surveys
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60%

40%:

Red u C ed I i q u i d ity Uses loans from shopkeepers or family and friends

Uses formal digital loans (including Fuliza)
aC r O S S h O u S e h O I d B >’/ﬁj Uses loans from financial institutions or savings gre
budgets has led to -

increased use of ‘easy Savings

access’ products like
- 60% 1

S h O p keep er C red It | \< Saves with a mobile money account

digital loans and- R D —

mobile wallet savings

20%:

0%

2016 2019 2021

www.e-mfp.eu




EUROPEAN
MICROFINANCE WEEK

connecting the inclusive finance world

% of Women Who are Financially
Healthy 2021

Use of ‘traditional’ financial 26.3
Institutions such as banks,

Informal groups (chamas)

and SACCOs has reduced;

but these Institutions often

support better outcomes for

financial health and build

financial capabilities n & Chama Not in a Chama

11.2

www.e-mfp.eu
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Kenyan women: substantial heterogeneity in relationships between
financial literacy, financial inclusion and financial health

) /T O

81% women financially included 40% women can calculate 11% women financially healthy

interest rates

Women's Financial Lite Women's Financial Hea

[J0.10 to 0.25 [J0.0to 0.10

[ 0.25 ?0 0.40 [ 0.10t0 0.20
I 0.40 to 0.55 I 0.20 to 0.30
W 0.551t0 0.70 I 0.30 to 0.40
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Potential avenues for
improving women'’s
financial capability?

Drivers of financial inclusion and
financial health for Kenyan women

Financial Financial
Health Inclusion
Social Capital q
Mobile Phone 0.0529%**
Business 0.0475***  (0.0435***

Decision making 0.0185*** 0.0195***
Fin Lit (transaction 0.0253***  (0.0352***

Fin Lit (interest
rate) 0.0185*** 0.0019

www.e-mfp.eu
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In Conclusion...

Rapid rise in use of digital finance; but decline in financial health
Digital finance has supported survival in an ‘economy of desperation’
But how can digital finance support accumulation and growth?

Build financial capability: e.g. Kenyan women- leveraging digital
technology and mutual finance to support financial capability and financial
health....

B Catalyse Inclusive growth: Leveraging finance at micro, meso and
macro levels to support economic resilience and inclusive growth (e.g.
social security; investing in enabling environment for MSEs and farmers
etc.)

www.e-mfp.eu
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Understanding Financial Education and Financial Health:
Experience from Opportunity International

Lydia Baffour Awuah, Opportunity International
18t November 2022

www.e-mfp.eu
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Opportunity International- Who We Are?

Refugees People with Smallholder
Disabilities Farmers




( EUROPEAN
\ MICROFINANCE WEEI(

connecting the inclusive

Opportunity International

...

OPPORTUNITY’s MODEL

Financial Services

powered by

Partners
Local Staff
Technology

Training

www.e-mfp.eu
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Why Financial Education?

Money + Knowledge = Empowerment

B Access to capital opens new opportunities
BUT...

B Without training including Financial Education, women
Interviewed would not have been prepared to fully capitalise
on those opportunities.

www.e-mfp.eu
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Bridging the Gap (Information the missing Link ?)

(
W More Income & Business

» Financial Access sSuccess

( Availability , uptake & usage of diverse
products & services)

»  Trapped- Wasteful expenditure, Irregular
savings etc

Empower them to make
INFORMED, CONFIDENT &

TIMELY decision about their
MONEY that fits the circumstances

of tneir lives,

www.e-mfp.eu
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Building the capacities of women
entrepreneurs will equip them with knowledge
and skills on basic principles of financial
planning and business management and
ensuring that they are able to plan, control
and analyze business and financial

information.

Continuous mentoring and networking support to
women entrepreneurs through partner financial
institutions with the help of internal events,
workshops, knowledge collaterals

..."Credit is like being giving
a gun — if you don’t know
sl pf pdi i i) el ek B

processes, design need based loan products, strengthen their how to use tt, y”ou could
risk management tools, internal audit and control, capacity shoot yourself.
building of their staff to reach out to more number of Opportunity Ghana client
entrepreneurs, especially women entrepreneurs in a effective
and efficient manner

Access to capital

www.e-mfp.eu
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Channels of Delivery i

Comic and suite of interactive tools & reso |

Multi-media

TV Soap opera e.g Uganda ; Tablet/Mobile
phone; reminders , prompts etc

In-Person — roadshows ,
Individual coaching , group —
based ,

stories, stimulating exercises,
case studies/situational analysis

www.e-mfp.eu
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Started a new business activity — 3 & Increased income (non-farming) (P)

2

Ability to meet

Invested into farming business (P) — 1 5 Improved agricultural practices/management (P
household need

1
Improved marketing (P); selling to a different
market/trader 2
B B

—’2/_> Better market price (P)
Sl e ﬂomwg:n(lﬁgj' WL Ly -—) Improved marketing (P); selling in bulk Fln an Ci al adVice [OI]

2
T
Joint decision making (P)
\ Better household relationships (P) MOblle money [0']
9
/ Able to meet household needs (P)
Savings group (O]

—b Improved financial management (P) — & Better community relationships (P)

\Twm . "Having these new budgeting skills

| ) has empowered me. I am able to set
aside money for what I need, and I no

longer sell at a loss "

Asset ownership Financial resilience

Borrowing less

Support/advice from other NGOs (1); financial
training

Able to repay loans (P)

Financial literacy training causal map (Ol QuIP study 2021)

www.e-mfp.eu
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Financial capability of low- and
moderate-income users — Aspects to

consider

Anup Singh
Regional Head — Africa
MSC (MicroSave Consulting)
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About MSC
The world’s local expert in social, financial, and economic inclusion
. . . ‘~ @

w MSCis a bouthL_Je co_nsultn_ﬁg —= 7 \‘1 :
company that drives financial, NuPy SE
economic, and social inclusion by - = T
partnering with participants in International financial, social, and >200 staff in 9 offices Projects in ~68

economic inclusion consulting firm around the world developing countries

digital ecosystems. with 25+ years of experience

>550
partners across the globe to
. . Implemented
improvements and unlock

Developed

enduring value. >275 Fl products

and channels now used by
>55 million people

www.e-mfp.eu
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COVID-19 triggered digitization has increased usage of DFS, but...

Digital adoption is not easy for user segments that prefer cash.

Digital payment interfaces are not designed well for the illiterate or semi-numerate.
Users are concerned about the safety of their money.

Failed transaction leads to users losing confidence in digital.

A case in point Is Kenya, as per FinAccess, 2021
B 84% are formally included (up from 66% in 2013).
B 80% use mobile money.

B However, financial health has declined (17% of adults in 2021 feel they were financially
healthy than 39% in 2016).

B Digital financial inclusion does not equate to financial health.

www.e-mfp.eu
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Financial education can better poor uptake
and usage by increasing knowledge, skills,
and attitudes

B 50% of the world’s population is offline — most
are women who are 1.6 times more likely than
men to cite lack of know-how as a barrier to
Internet use (\Why it’s time to prioritize digital

literacy).

B However, traditional interventions to improve
financial education explain only 0.1% of the
variance In financial behaviors (NBER paper).

Traditional financial education programs
lecturing the poor on how they should save are
patronizing at best and are usually irrelevant.

www.e-mfp.eu
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https://www.researchgate.net/publication/259763070_Financial_Literacy_Financial_Education_and_Downstream_Financial_Behaviors
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Traditional financial education programs face many challenges

Lack of objectivity in program design (what we want to achieve from it).

Lack of intelligent content (with very generic content, it fails on call to action).
Limited role of providers who fail to see the business sense of financial education.
Limited opportunities to respond and use products and services.

Lack of differentiation in types of interventions.

Conflict of interest and failure to accept mistakes.

Lack of systematic evaluation of what works and why.

www.e-mfp.eu
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What have we learned in supporting financial capability for low- and
moderate-income users?

B Traditional financial education programs ignore digital financial capability and (at best) only
achieve changes in the knowledge and skills of users. These do not necessarily change
financial behavior.

B Customers’ behavior won’t change without the active engagement of financial services
providers (ESPs) in the appropriate design and communication of DFS products/services.

B Financial education must be part of FSPs’ marketing strategy — designed from the outset to
encourage uptake and usage.

B Providing clear, concise, impartial information in the consumer’s language and a chance to
experiment works better than traditional financial education approaches and can change
users’ financial behavior.

B For impact, we need a strategic shift to experiential, product-focused approaches.

www.e-mfp.eu



https://www.researchgate.net/publication/259763070_Financial_Literacy_Financial_Education_and_Downstream_Financial_Behaviors/download
http://www.microsave.net/wp-content/uploads/2018/10/BN_141_Breaking_Free_From_Myths_Of_Financial_Education.pdf
http://blog.microsave.net/2013/06/10/nothing-wrong-calling-financial-education-product-marketing/
http://www.microsave.net/files/pdf/BN_153_Essential_Ingredients_of_an_Effective_Financial_Education_Programme.pdf
https://www.microsave.net/wp-content/uploads/2018/10/BN_112_Financial_Education_Time_for_a_Rethink.pdf
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Designing effective financial capability programs, aspects to consider

Program design Content design Delivery design

B Clear objectives expanded ™ Level 1: Visceral level — | B I|dentify the delivery
by a theory of change want it! It looks interesting; channels

B Focus on pooling existing | would like to try it once. B Interoperability among
resources and B |evel 2: Behavioral level — selected channels
encouraging multi- | can master it! It is so ® Encourage collaborations
stakeholder engagements easy to use and makes with experts and on-
and cross-learning among me feel smart. ground partners
stakeholders ® Level 3: Reflective level - m  Engage the target

B Risk mitigation from both It completes me! I will tell segment
digital interfaces and my friends how | have B Impact assessment based

complex product designs used it. on a theory of change

www.e-mfp.eu
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An effective skilling and capacity-building program must make learning
easy, intuitive, and fun and involve influencers’ human touch

Intuitive interactions _
Partnerships

Learning can be funtoo

Social proof and context

Capacity-building

Focus on change

Initial handholding

Self-paced and self-scaled 10 HEREE L

www.e-mfp.eu
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Digital skilling and capacity-building programs do not balance reach and
cost of delivery with effectiveness

Costs

In-person skilling program Digital skilling program

* Digital skilling program uses digital means
effectiveness however, the costs are to enhance skills and capacities of the

comparatively high, and it is not hugely learners
scalable + Digital is high on value for money, is highly

scalable, can provide intuitive content,
however, it has limited effectiveness and
impact and can provide limited content

* In-person skilling program is high in

Effectiveness Reach

Source: MSC, Sconti (2022

www.e-mfp.eu
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Incentivizing agents and opinion influencers to assist is key

Knowledge SE Ability

Community Agent networks: Agent assistance: Initial Trust built on:
influencers access, to 3G Ul with tool handholding +  Competency
‘ and advice (product/service) from agents * Appearance
- selection, security iﬂ:;g;rency
:ESCS c;dciaei g;gg}e”ts- Self paced and ‘ and redress ‘ L] - . Commitment &
self scaled products and benevolence
t Off-line services —
Incentivized ‘sandboxes’ to typically payments Amplification of
Agents gamification allow practice and credit ‘word of mouth’

Intuitive user interface designed for oral people, reflecting the mental models used b

An expanded range of intuitive tools addressing real and relevant use cases.
Digital platforms to support and nurture digital financial capability.

www.e-mfp.eu



http://blog.microsave.net/2015/10/26/making-digital-financial-services-relevant-part-3/
http://www.microsave.net/files/pdf/RP166_Role_of_Information_Sources_in_Financial_Capability_Tiwari_et_al.pdf
https://www.slideshare.net/MicroSaveConsulting/why-do-you-need-behavioural-design-for-financial-services
http://bit.ly/2iXaJeo
https://www.techstartups101.com/design-for-trust-index#toolkit-design-for-trust
https://www.microsave.net/wp-content/uploads/2018/10/DWA_Research_Concept_Development_for_MoWO.pdf
http://blog.microsave.net/2015/10/23/making-digital-financial-services-relevant-part-2/
https://content.centerforfinancialinclusion.org/wp-content/uploads/sites/2/2017/11/Uniting_TechandTouch_Kenya_FINAL1.pdf
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Thanks!

Contacts

* Email: Anup@MicroSave.net

* Phone: +254 732 204 061 (WhatsApp/Signal)
» Skype: AnupSingh.AS

* LinkedIn: AnupSinghAKS

www.e-mfp.eu
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