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EXECUTIVE SUMMARY 

 

There is no generally accepted definition of the term ‗financial capability‘. However, at its core it means: ―having the 

knowledge, understanding, skills, motivation and confidence to make financial decisions which are appropriate to 

one‘s personal circumstances‖. 

 

The FSA ascribes five components to financial capability: 

 making ends meet; 

 keeping track of your finances; 

 planning ahead; 

 choosing financial products; and 

 staying informed about financial matters. 

 

While these components naturally vary by the needs of the client and by the products for the most part, being 

‗financially capable‘ has the same underlying criteria for a wealthy European as it does a poor African farmer or a 

Bangladeshi street vendor. 

 

How can we just a person‘s financial capability? We can look to their actual behaviour. Being financially literate 

(having the knowledge, understanding and skills which would enable them to manage their personal finances well) is 

not the same, necessarily, as being financially capable, the actual manifestation seen in their behaviour. ‗Financial 

literacy‘ and ‗financial capability‘ tend to be used interchangeably. However, ‗financial capability‘ better reflects the 

importance of behaviour. The gap between those who have financial access and those who have access and capability 

is the capability gap - and it numbers several hundred million worldwide. 

 

So far, much of the focus on the so-called ‗capability gap‘ has been on microfinance clients. This has been a good 

starting point but the scope must now be broadened to include remittance senders and recipients, government issued 

conditional cash transfer (CCT) recipients and mobile money users. It is here where the biggest growth in financial 

inclusion is taking place in poor countries, and here is where capability will be most important. 

 

Financial education to drive capability remains in its early stage sand the empirical research on the impact of financial 

education on the capability of low-income consumers remains to be undertaken. For now, there is a patchwork of 

evidence, alongside near-unanimity, of those who work in pro-poor finance, that it does. And the OECD agrees: 

―There seems no reason to reach the view that, while a whole range of other subjects, many of which have little or no 

obvious direct relevance to the well-being of students who study the subject, can usefully be taught in schools, 

financial education cannot be delivered effectively‖. 

 

The risk is in treating all financial education alike - and some of the research which has been carried out to date has 

treated financial education as if it were homogeneous. But programmes will vary in their effectiveness. It is good 

practice for research to be designed into a programme from the outset, rather than for it to be grafted on to a 

programme after its inception. 

 

Moreover, in view of the detriment caused by poor levels of financial capability, the impact of even small 

improvements would, when aggregated across the population as a whole, be significant. At the school level, there is 

evidence, some of it largely anecdotal, from teachers that they have themselves become more confident about 

providing financial education to their students as a result of participating in well designed programmes and that their 

students have benefited from being exposed to these programmes. While it is possible to dismiss some of these 

findings as lacking rigour, it seem reasonable to give weight to the views of teachers, bearing in mind their broad 

experience of what constitutes an effective educational intervention.  

 

Ideally, the financial education approach should be driven by the business case, and not be determined exclusively by 

corporate social responsibility, or just part of national curricula.  Financial education should be aligned to both the 

desirable social outcomes, but also to the outcomes that the bank sees as good for the institution (cross-selling, 

improved use of diversified channels such as getting people out of branches if possible, sweeping, and dormancy). 



4 CSFI Development Fellowship WG 3 Interim Report Capability 

 

 

As the financial sector evolves, particularly in developing markets, new financial products with greater complexity 

become available to low-income clients, which make understanding banking and financial services increasingly 

difficult. In low-income countries with relatively sophisticated financial markets (for example South Africa or Brazil) 

where there is also a significant portion of the population that is historically excluded from the financial services, there 

is an inherent onus on financial institutions to ensure sufficient information on the complex products available.  

 

In least developed nations, we must be honest and realise that governments and public institutions simply do not have 

the capacity to take on financial education. Most basic education systems are so flawed that it is unreasonable to 

expect anything in the near future, however; the financial sectors are usually one of the strongest, and therefore could 

be mandated to either have the industry body lead (through a banking association) or independently implemented 

consumer education initiatives.  

 

This doesn‘t just mean looking to banks or MFIs, either, but it means engaging with employers too - who, after all, are 

often the providers of benefits and have a financial stake in the financial behaviour of employees. In the USA, 

companies look to employees‘ credit scores, for trust, dependability, ethics, and as a screening mechanism for 

employees. So for any employer, the question is then whether capability translates to productivity? Does providing 

health education improve productivity? If HIV prevention education makes bottom-line sense (particularly in high-

HIV rate countries in sub-Saharan Africa), likewise does asset building increase loyalty, happiness, trust, and financial 

discipline to increase productivity and therefore corporate bottom line? Nobody has fully done this research yet, but it 

is a burgeoning and important area. 

Naturally, it makes good business sense for financial institutions to have current and potential consumers who have an 

understanding of financial issues and who are engaged, rather than being disengaged or suspicious. Consumers who 

have confidence in their ability to manage their personal finances are more likely to approach financial institutions in 

order to acquire a product or service – and this can help both to reduce marketing costs and to increase business. Plus, 

financial institutions have to spend less time explaining the basics to people who are financially literate. And 

financially literate consumers are less likely to acquire unsuitable products or services, or products or services which 

they do not understand, and this reduces the likelihood of dissatisfaction and of complaints. 

 

So financial education can and should contribute directly to the company‘s bottom line – whether it is by expanding 

the client base, directing existing clients to new products and services, or increasing activity on existing accounts. 

Such challenges as dormancy and account sweeping can be directly targeted through financial education 

 

There are challenges. For one thing, although many people would like to be able to make their money go further, this 

does not mean that they will necessarily be receptive to financial education or information. Thinking about financial 

issues can be challenging; and, at any given time, most people have other things which they would prefer to do or to 

think about.  

 

However, there are times in people‘s lives, and contexts, when they are likely to be more receptive to financial 

education, information or guidance: these are sometimes known as ‗teachable moments‘. Examples include couples 

who are planning to set up home together or to get married – or who are separating or divorcing; parents before, or 

soon after, the birth of a child; students at college or university who are facing, often for the first time, the challenges 

of managing their own personal finances; people who are starting work; and people who are approaching retirement. 

Understanding these opportunities is important for any provider of education. 

 

As things stand in low-income countries, there are broadly three main options for financial education delivery in low-

income countries: mass market, group, and individual. In several countries, many of the initiatives which have so far 

been undertaken to provide financial education have comprised donor-funded outreach programmes, in which trainers 

run classes for people, often in rural villages. Typically, relatively few people are reached; and once the donor funding 

runs out, the programme comes to an end.  

 

There may well be more cost-effective ways of improving people‘s financial capability. Cost-effectiveness is 

dependent on: the number of people which the initiative will reach; the impact which the initiative has on people‘s 

behaviours: the extent to which an initiative can leverage other resources (including in-kind resources); and the extent 
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to which the initiative is sustainable, replicable and scalable – especially after any initial funding is no longer 

available.  

 

There is potential for development institutions to partner with a wide range of organisations - commercial and non-

commercial to assist in the delivery of financial capability messages, and when done well it can benefit all parties. 

Examples include financial services firms, the media, employers, telecommunications companies, and a range of 

development partners. For financial institutions, the same should apply: partnership shares the burden, the risk, and 

leverages impact too.  

 

It is not any particular stakeholder‘s role in isolation. But there are particular roles that are most logically championed 

by the various players: While governments and public institutions are typically involved in policy orientation, financial 

institutions can leverage their relationships with clients‘ needs and demands, and often provide a logical access point 

for financial education, in terms of the client beneficiaries, physical infrastructure and information management 

systems. 

 

Governments (Ministries of Finance and Education) should take the lead in ensuring that the next generation is more 

appropriately equipped than the past generations by ensuring relevant and sufficient financial education is embedded 

in the curriculum.  

 

Some countries have set up committees or working groups that have representatives from all the various players 

(FEPP in Kenya, the Financial Education Working Group in Zambia under the FSDP, the KwaZulu Natal Financial 

Literacy Association in South Africa (provincial) – these seem to be getting some leverage. Financial institutions have 

an advantage in that they can link the educational messaging directly to financial products and services with which 

learners can practise and apply newly-acquired knowledge and skills.   

 

By contrast, NGOs‘ roles are probably limited to catalysing national stakeholders to implement policies, to product 

comparative research and also as learning and knowledge platforms to promote best practices, learning and advocacy. 

Financial education needs to be driven by the national stakeholders to expect any sustainability. INGOs/DFI donors 

could direct resources to support the research and analysis required to build the business cases for both public and 

further private sector business take-up. And it is the public sector that should drive consumer protection – consumer 

protection and financial literacy being two sides to one coin.  

 

Whatever is implemented, though, it needs to be done on a national scale. Anything that is not will result in a 

"postcode lottery" outcome; if organisations without national reach and access attempt to take responsibility for 

ensuring a nation is educated, many areas will go without. The key to fair and comprehensive coverage is to take a 

national government enabling approach; the work does not necessarily need to be paid for or carried out by the 

national government, but the government's oversight and buy-in is required to achieve scale and uniformity of reach. 

An ideal model would be a national government strategy supported by both commercial and not-for-profit 

organisations working in partnership to deliver a unified programme in line with the national strategy. 

 

Moving forward, institutions should keep in mind some safe guidelines: to keep things simple and straightforward: 

financial capability initiatives should not aim to turn people into financial experts (since this cannot realistically be 

achieved), but should instead give people basic information, skills, understanding and confidence to help them to 

manage their finances well. Providers should use relevant and engaging language and contexts, so that financial 

information and education is seen by the intended audience as relevant and meaningful. They should repeat messages, 

since people may not absorb and remember messages the first time they hear them. They should use a variety of 

methods and channels; take advantage of ‗teachable moments‘, and prioritise initiatives which are most likely to be 

cost-effective. Finally, they should monitor and evaluate financial capability programmes in order to establish which 

ones are cost-effective and should be continued (possible with modifications) and which ones should be discontinued. 

 

And they should remember that capability is a multi-stakeholder area. Partnerships will leverage opportunity into 

scale. 
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INTRODUCTION 

 

While this may be called a ‗Fellowship‘, the model I have chosen for this year‘s programme better resembles an 

academic course with several guest lecturers. I have used the good name of the CSFI, and cajoled and coerced friends 

and colleagues, into generously giving me their time to answer a series of questions I put to them. The reports in this 

series, such as this one, are therefore more an amalgam of their experiences, opinions, imaginations and successes (and 

failures). If it reads as a hodgepodge of contributions rather than a thesis, that‘s because it is. And it is the better for it. 

 

For this third Working Group on Financial Capability, I have put together a small group of experts who between them 

have experience which cuts across many aspects of capability, in developed and developing countries. They have 

worked in many countries, with the private, public and third sectors, and bring decades of cumulative expertise. 

  

As before, there was a ‗thought-leader‘ of the group - in this case Shaun Mundy. I began my discussions with him, and 

used his feedback to put together a few questions which I felt could give those relatively new to this area a decent 

overview of the landscape. And as before, I‘ve tried to intersperse his thoughts with the responses of the others to my 

questions to create something resembling a single, readable piece. 

 

If clients‘ needs and product designs were areas too broad to properly summarise in a single paper, financial capability 

is probably even worse. There is an enormous range of initiatives underway, from school level curricula to 

microfinance client training to workplace education. What they have in common - and upon what there is unanimity - 

is that improving financial capability of low and middle income clients everywhere is the sine qua non of financial 

inclusion. While this paper can only scratch the surface of the issue, it‘s hoped that what comes out of it is a better 

understanding of the role of the mainstream financial services sector in providing financial education to drive 

capability, and the business case for doing so. 

 

The members of this Products Working Group were: 

 

Shaun Mundy. Shaun serves as Senior Vice President of The Financial Literacy Group. He was Head of 

the Financial Capability Department at the UK‘s Financial Services Authority (FSA) from the inception 

of the FSA-led national strategy for financial capability in 2003 until 2007. (Financial capability is the 

term which the UK uses for financial education and financial literacy.) Reflecting the success of the 

initiatives which Mr. Mundy led, the annual budget allocated to the subject was increased over this period 

from £2 million to £20 million. Under Shaun‘s leadership, the FSA and its many partners developed a 

multi-faceted approach to improving the financial capability of the UK population, with a particular focus 

on financial education in schools; initiatives aimed at young people; workplace seminars; the 

development and distribution of a guide for expectant mothers; working with a wide range of partners in 

the public, commercial and not-for-profit sectors to reach groups of people with particular needs; and the 

development of the Money Made Clear website and publications. The development of the UK‘s national 

strategy was influenced by a national financial capability survey, a ground-breaking project Shaun led. 

 

Alyna Wyatt. Alyna is Senior Associate in the Business in Development practice at Genesis Analytics, 

which offers consulting services across Africa, India and the Middle East as well as other developing 

countries. She is an evaluation specialist bringing both theoretical and practical M&E expertise to 

economic growth and private sector development initiatives. Alyna's current major role as Team Leader 

and M&E technical assistance for the £4 million DfID-funded Financial Education Fund requires her to 

support fifteen innovative projects in sub-Saharan Africa that aim to improve financial literacy and 

capability. Other recent assignments include a global study looking at financial education initiatives in 

sub-Saharan Africa and the development of the Evaluation Framework for a large South African 

government agency. From 2006 to 2008, Alyna was the Programmes Manager at Enablis Entrepreneurial 

Network where she was responsible for programme monitoring and reporting to the public and private 

donors as well as a member of the executive management team which planned the strategic direction and 

programme offering for the network's members. 

 

Sian Williams. Sian is Head of Financial Inclusion at Toynbee Hall, a charity tackling poverty and 

inequality in East London, where she is responsible for all financial inclusion programmes, including 
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Transact (the national forum for financial inclusion), financial inclusion training and strategic 

consultancy, and front-line and train-the-trainer financial capability programmes. Sian is also undertaking 

doctoral studies examining the barriers to accessing finance for single parent microentrepreneurs. She 

previously undertook a range of policy, management, training and representational roles in the UK and 

overseas within her 15 year career as a British diplomat with the Foreign and Commonwealth Office, 

specialising in economic development and financial services in the Far East. 

 

Jasmine Thomas. Jasmine is the Program Officer for International Financial Capability & Asset Building 

at Citi Foundation, responsible for making and managing philanthropic investments that enable youth, 

adults and families to develop financial knowledge and skills, change their financial behaviours and build 

and preserve financial assets in 89 countries. In addition she manages investments in Youth Education 

and Livelihoods which support educational, entrepreneurial and training opportunities that lead to 

improved employment prospects for low-income youth, ages 13-25, increasing their ability to contribute 

to the economy. Before joining the Citi Foundation, Jasmine was a Program Officer at the Surdna 

Foundation, focusing on community development, workforce and economic development as well as asset 

building. Prior to joining Surdna, she served as a Program Officer at The New York Community Trust. 

 

I would like to thank these people for their time and patience in helping me better understand this subject, and for their 

contributions to this report. 
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WHAT IS ‘FINANCIAL CAPABILITY’?
1
 

 

There is no generally accepted definition of the term ‗financial capability‘. However, at its core it means: ―having the 

knowledge, understanding, skills, motivation and confidence to make financial decisions which are appropriate to 

one‘s personal circumstances‖. 

 

The FSA ascribes five components to financial capability: 

 making ends meet; 

 keeping track of your finances; 

 planning ahead; 

 choosing financial products; and 

 staying informed about financial matters. 

 

While these components naturally vary by the needs of the client - as outlined in the report for the first Working Group 

of this programme - and by the products available - as described in the second - for the most part, being financially 

capable has the same underlying criteria for a wealthy European as it does a poor African farmer or a Bangladeshi 

street vendor. 

 

How can we just a person‘s financial capability? We can look to their actual behaviour. Being financially literate 

(having the knowledge, understanding and skills which would enable them to manage their personal finances well) is 

not the same, necessarily, as being financially capable, the actual manifestation seen in their behaviour. It‘s one thing 

to understand the importance of shopping around for the most appropriate and best value financial product, but another 

thing to actually do so.  

 

‗Financial literacy‘ and ‗financial capability‘ tend to be used interchangeably. However, ‗financial capability‘ – as the 

FSA starting using it in 2003 as part of a national strategy for financial capability – is increasingly being used 

internationally, because it better reflects the importance of behaviour, and not just education.  

 

―People who are financially capable are able to make sound financial decisions for themselves and for their families; 

to make informed choices between different financial products and services; to budget and to plan ahead financially; 

to build up some savings; to avoid becoming over-indebted; to identify, and protect themselves against, financial risks 

(for example, through insurance); to invest prudently (if they have sufficient resources to be able to do so); and to 

understand their rights and responsibilities‖ - Shaun Mundy, CfBT report. 

 

So what constitutes this financially capable behaviour? It will vary according to an individual‘s personal 

circumstances. A low income person needs to have an accurate picture of how much they have available at any given 

time, because the consequences could be severe if they were to run out of money. This is something we saw 

characterising poor people everywhere in the first Working Group of this Fellowship programme - the much greater 

risk and consequence of ‗shocks‘ which the poor face should they suffer misfortune or make bad decisions.  

 

A poor person, though, may not need to know much about investments - as they may seldom be in a position to take 

advantage of that knowledge. A middle or high income person, by contrast, does need to understand investment 

options, but may not need to have as accurate a picture of their own income and expenditure on a daily or weekly 

basis: many readers of this report may have only a rough idea of their current account and savings balance at this 

moment, but have more detailed understanding of a share or property portfolio, or a superannuation fund. For them, 

good investment knowledge and advice is the most important. 

 

People don‘t get to be financially capable from birth, of course. Financial education, information, instruction, training 

and guidance can all help people to become more financially capable. But we mustn‘t conflate financial capability 

initiatives with those which are in reality marketing activities (the promotion of a brand or specific products or 

                                                        
1
 Some of this section is adapted from a report written by Shaun Mundy for a CfBT report entitled 

―Financial capability: Why is it important and how can it be improved?‖ available here 

http://www.cfbt.com/evidenceforeducation/pdf/FinancialCapability.pdf
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services) or which incorporate commercial financial advice (advice which may result in the recommendation of a 

specific financial product or service from a particular provider).  

 

It‘s also important not to make unrealistic claims for financial literacy. It is not plausible to suggest that, if people had 

been more financially capable, the subprime crisis in the US would not have happened. However, it is reasonable to 

suppose that people who were financially capable would have been less likely to have overstretched themselves when 

taking out a mortgage. 

 

So capability is important, but it is too often remarkable by its absence. As noted in the comprehensive 2012Monitor 

report sponsored by Citi Foundation Bridging the Gap
2
 - a report which will be cited many times in this paper: ―Of the 

roughly 500 – 800 million people that have some form of access to formal financial services, only 25% have had even 

the most basic financial education—a figure that is dwarfed by the estimated 2.7 billion people who are unbanked or 

underbanked‖.  

 

In other words, as significant as the issue of financial exclusion is, even among the included a large majority lack 

financial education, and therefore, lack the financial capability they need. 

 

Capability, microfinance and impact 

So far, much of the focus on the so-called ‗capability gap‘ has been on microfinance clients. As Monitor and PSD 

argue, this has been a good starting point but the scope must now be broadened to include remittance senders and 

recipients, government issued conditional cash transfer (CCT) recipients and mobile money users. It is here where the 

biggest growth in financial inclusion is taking place in poor countries, and here is where capability will be most 

important. 

 

This remains a young sector, though, and more research is needed to better understand the impact of financial 

education on the capability low-income consumers - especially in developing countries. As said in Bridging the Gap, 

―governments and financial services institutions that invest in efforts to strengthen client capabilities must improve 

coordination to increase impact and resource efficiency.‖ 

 

In poor and rich countries alike, many people lack the knowledge, skills and confidence to manage their money well. 

The global economic crisis since 2008 has only solidified recognition among policy-makers around the world of the 

importance of tackling this problem. 

 

Even before the crisis, the Organisation for Economic Co-operation and Development (OECD) stated in 2006 that: 

―For emerging economies, financially educated consumers can help ensure that the financial sector makes an effective 

contribution to real economic growth and poverty reduction. But financial literacy is also crucial for more developed 

economies, to help ensure consumers save enough to provide an adequate income in retirement while avoiding high 

levels of debt that might result in bankruptcy and foreclosures...the information available on consumer financial 

literacy is worrying for two reasons – not only do individuals generally lack an adequate financial background or 

understanding to navigate today‘s complex market, but unfortunately they also generally believe that they are far more 

financially literate than is really the case.‖ 

 

As the OECD recognised back then, it is becoming increasingly important that people have the ability to manage their 

personal finances well. In recent years, the trend, particularly in developed countries, has been for individuals to be 

expected to take greater responsibility for their long-term financial planning, rather than being able to rely on the state 

or their employer to provide for their financial futures. The retirement of the Baby Boomers, the declining birth rate 

and increased longevity together mean state pensions will be wholly insufficient to support retirees until their death. 

The so-called ‗third rail‘ of American politics - social security - cannot remain untouched forever. 

 

Moreover, there are many people in rich countries who can afford to save, but don‘t. The UK, according to a recent 

report, is very last in the world when it comes to personal savings behaviour. Part of this is the surfeit of credit 

available - particularly in Anglo-Saxon economies where people are more willing to borrow than in the continental 

                                                        
2
 http://www.citifoundation.com/citi/foundation/pdf/bridging_the_gap.pdf. Sponsored by Citi and 

produced by  Monitor Group and Partners for Sustainable Development 

http://www.citifoundation.com/citi/foundation/pdf/bridging_the_gap.pdf
http://www.monitor.com/
http://psdpal.org/
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social democracies (according to one figure, ten times more Britons per capita have a credit card than do the Dutch). 

Over indebtedness is a natural consequence of cheap, easy credit. 

 

So, for many consumers, there is a vast array of financial products and services – which between them have a wide 

variety of terms and conditions – from which they can choose. This creates a greater range of opportunities for 

consumers; but the financial decisions which people are faced with are more complex and demanding than was 

typically the case in the past. 

 

This is not due only in the UK and other OECD countries, but in emerging markets too. Previous financially excluded 

people who have made do for generations on a series of informal networks to try to save and borrow (and particularly 

those with low financial literacy from their time at school) are often and understandably bewildered by the range of 

financial products available now - from savings accounts to purpose specific loans to CCTs, m-banking, credit life or 

health insurance, and payday loans.  

 

The CGAP position: 

―Informed and capable clients are at the centre of our vision for financial inclusion. Clients who have the combination 

of knowledge, skills, and behaviour to manage their money well and make the best financial decisions possible, given 

their economic and social circumstances, play an active role in improving access and the quality of services they 

receive. 

Yet there is little consensus on how to improve financial capability, who should deliver it and bear the cost, and how 

to measure its impact. There is even some debate about the extent to which financial capability enhancement efforts 

should be prioritized. Some argue that clients will develop the capability they need as they have access to, and use or 

gain practice with, formal financial services. Others point to the complex and often ingenious informal ways in which 

poor people manage their money, and say that it is paternalistic to assume that poor people are any less capable of 

managing their money than wealthy consumers. Yet others point to the ―loss of control‖ people experience as they 

move from an environment of informal services to formal services that are guided by a new set of rules. 

There is significant new experimentation and research around financial capability. Policymakers are creating 

national financial education strategies in several countries. A slew of impact evaluations are due out soon‖. 

This doesn‘t mean the 

expansion of financial access 

in developing countries is to be 

feared or avoided, of course.  

In a number of developing 

countries, there is an 

increasing range of 

opportunities for people to 

participate in the formal 

financial system. In Kenya, for 

example, after abandoning 

rural branches in the 1990s, 

banks are now expanding their 

rural presence with new 

branches, mobile banks and 

other touch points linked to 

mobile phones and point of 

sale devices. This new supply of services, technologies and products calls for financial education to help consumers 

navigate through the options - especially as financial literacy is typically lower in rural areas than urban. 

 

Crucially, too, those people who lack financial understanding and skills are less likely to make use of financial 

products and services – that is, they are more likely to be financially excluded. People who are financially excluded 

Capability, Access and Inclusion 
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can face a range of detriments – for example, in developed countries they are not able to take advantage of discounts 

given to those who pay utility bills by direct debit (2 million Britons still use coin-operated electricity meters and pay a 

fortune to do so; and PAYG mobiles cost considerably more, like-for-like, than their contract equivalents). And a 

failure to have adequate insurance can lead to catastrophic losses. 

 

As if this weren‘t enough, an impact study commissioned by the UK‘s FSA has suggested that strengthening financial 

capability can improve psychological wellbeing
3
.And people with little or no understanding of financial matters are 

more vulnerable to financial frauds.  

 

All of this is part of the financial capability ‗gap‘ - the chasm that exists between those who have been given the skills 

and knowledge to responsibly engage with a formal financial system that is utterly new to them and those who have 

not. 

 

And as the gap is set to widen - particularly in emerging markets driven by the boom the poor‘s access to ―new‖ 

financial services (beyond microfinance) such as mobile banking to conditional cash transfers (CCTs) and remittances, 

this gap will likely become increasingly difficult to plug. As the authors of the Bridging the Gap report argue: ―The 

gap matters, both because addressing financial capability is a moral imperative, and because the risks of not addressing 

it can prove costly not only to customers but to a range of actors in the financial services system.‖ 

 

So, being financially capable and getting others to be financially capable too is a good thing, everyone can probably 

agree on that. But how do we increase capability? Does financial education even work? 

 

 

                                                        
3
 http://www.fsa.gov.uk/pubs/occpapers/op34.pdf This project has investigated in detail the 

relationships between financial capability and psychological wellbeing using data from the first 

sixteen waves of the BHPS, in order to contribute towards the FSA‘s financial capability policy and 

programmes. There is evidence of strong association between both financial capability and 

psychological wellbeing, and between changes in financial capability and changes in psychological 

wellbeing. Higher financial incapability is associated with higher mental stress, lower reported life 

satisfaction, and health problems associated with anxiety or depression. Estimates from fixed 

effects panel data models indicate that, even after controlling for a range of observable individual 

and household characteristics and time-invariant unobserved effects, people‘s financial capability is  

a strong predictor of their psychological  wellbeing. Moving an individual with relatively low levels of 

financial capability to an average level of capability improves their psychological wellbeing by 

about 6% (compared to an 8% deterioration in wellbeing associated with being divorced, and a 10% 

deterioration from being unemployed). However, the relationship between financial incapability 

and psychological wellbeing varies over the distribution, and in particular is strongest at  

the bottom of the financial incapability  distribution. Financial incapability compounds the already 

psychologically harmful effects of unemployment or divorce, while being in good health or 

retirement reduces the psychologically damaging impacts of financial incapability. 

http://www.fsa.gov.uk/pubs/occpapers/op34.pdf
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EVIDENCE OF IMPACT: DOES EDUCATION IMPROVE CAPABILITY AND DOES CAPABILITY 

IMPROVE LIVES? 

 

It‘s always important to start from first principles. Rather than jumping to how to increase capability, we should ask 

what evidence there is that it actually does anything worth doing. 

 

Most of the published research is from the US. Some of it suggests that a particular financial education initiative has 

been successful, while other research has cast doubt on the effectiveness of financial education. Among the issues are: 

 

1. There are a vast number of financial education programmes being delivered to a wide range of target 

audiences. The likelihood is that some are effective, while others are not effective. In other words, there is no 

single entity which we can call ‗financial education‘ which can be blanket judged to be successful or 

unsuccessful. 

2. Financial programmes are often intended to influence future behaviour – sometimes (especially in schools) 

many months or years ahead. It can be very difficult to evaluate whether a financial education programme has 

had an influence on the way people behave several months or years ahead; 

3. Attribution is difficult – especially if a control group isn't used as part of the research; 

4. Some research has used very narrow measures of the effectiveness of financial education programmes (e.g. 

whether people can calculate interest rates – something which most of us have rarely, if ever, had a need to 

do); and 

5. It is not necessarily clear what implications an evaluation of a particular financial education programme for a 

particular audience, in a particular context, has for other types of programmes/audiences/contexts. 

 

As Shaun Mundy notes, where programmes appear to be successful, behavioural economics provides some pointers to 

the sorts of approaches which are likely to be most successful, including that
4
: 

 

1. If people are faced with too much information, or by a large number of possible choices, they are liable to be 

overwhelmed and to do nothing; 

2. People tend to be over-confident about their ability to manage their personal finances and to ignore 

information which might be thought to call into question their views; challenging people‘s views, or getting 

them to explain their views to others and thus to set out the rationale for the opinions they have developed, can 

help people to be more objective; 

3. People often struggle to make sound decisions; consideration should be given to helping people – for example, 

through training or counselling – to make good decisions, as well as providing education, information and 

guidance on personal finance issues.  

 

There research on financial education in schools makes for mixed reading. As Shaun Mundy described in a report 

written for the OECD
5
, and after a literature review of dozens of programmes with varied outcomes: 

 

―In many countries, financial education is in its infancy and research into how best to deliver it is, if it exists at all, 

barely out of the starting gate. It would certainly be premature to conclude, on the basis of research to date, that 

financial education has no place in educational establishments. More generally, there seems no reason to reach the 

view that, while a whole range of other subjects, many of which have little or no obvious direct relevance to the well-

being of students who study the subject, can usefully be taught in schools, financial education cannot be delivered 

effectively. 

 

Some of the research which has been carried out to date has treated financial education as if it were homogeneous: that 

is, it has not distinguished between different types of programme. It is reasonable to assume, however, that 

                                                        
4
 Also described in ―Financial capability: Why is it important and how can it be improved?‖ available 

here 
5
 Shaun Mundy, Financial Education in Schools: Analysis of Selected Current Programmes and 

Literature – Draft Recommendations for Good Practices, in proceedings of OECD-US Treasury 

International Conference on Financial Education, Washington DC, 7-8 May 2008, Volume II 

 

http://www.cfbt.com/evidenceforeducation/pdf/FinancialCapability.pdf
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programmes will vary in their effectiveness. There is an urgent need for a much fuller range of research to be carried 

out than has been undertaken to date in order to determine how to deliver financial education most effectively which 

types of programmes work best for different types of target audience. And there is a need for more research into the 

medium- and long-term impact which financial education, of different kinds, has on actual behaviour. It is good 

practice for research to be designed into a programme from the outset, rather than for it to be grafted on to a 

programme after its inception. 

 

 

The Impact of Education and the FSA 

Moreover, in view of the detriment caused by poor levels of financial capability, the impact of even small 

improvements would, when aggregated across the population as a whole, be significant. And there is evidence, some 

of it largely anecdotal, from teachers that they have themselves become more confident about providing financial 

education to their students as a result of participating in well designed programmes and that their students have 

benefited from being exposed to these programmes. While it is possible to dismiss some of these findings as lacking 

rigour, it seem reasonable to give weight to the views of teachers, bearing in mind their broad experience of what 

constitutes an effective educational intervention
67

. 

 

Sian Williams of Toynbee Hall adds that in terms of formal evaluations in the UK, there is currently little. The 

majority of financial education programmes capture short term outputs and outcomes; e.g. the number of people 

participating, the number of sessions delivered, or the immediate response from participants at the end of a session 

(which may include a before and after comparison about their financial knowledge or confidence).  

 

A 2008 paper
8
 written for the FSA by Adele Atkinson on the evidence of the impact of financial education evaluations 

also finds little current evidence in the UK or overseas and therefore suggests a framework for capturing evidence 

better and more reliably
9
. The same paper quotes Prof David de Meza as referencing literature which suggests there 

are two types of effective intervention: The use of norms (i.e. directing people towards a specific action such as 

saving) and direct intervention by a counsellor/individual advice.  

 

                                                        
6
 Shaun Mundy, Financial Education in Schools: Analysis of Selected Current Programmes and 

Literature – Draft Recommendations for Good Practices, in proceedings of OECD-US Treasury 

International Conference on Financial Education, Washington DC, 7-8 May 2008, Volume II 

 
7
 India‘s SEWA Bank is internationally recognised for its financial counselling programme, the ToR 

and content of which are available here 

 
8
 http://www.transact.org.uk/shared/get-file.ashx?id=2063&itemtype=document 

9
 In the UK, the FSA‘s National Strategy for Financial Capability targets:  

• school children, 

• young people who are Not in Education, Employment or Training (NEET); 

• students in universities and Further Education (FE) colleges; 

• employees in their workplace; 

• and new parents. 

It also provides straightforward information through the Moneymadeclear consumer website and 

publications, and reaches a wide range of consumers via Partnership Development initiatives with 

not-for-profit organisations. 

 

The impact review of the National Strategy was designed to meet two objectives: 

1) To describe the extent to which the empirical literature identifies any incremental impact 

of financial capability interventions on people‘s behaviour and attitudes: 

• paying particular attention to the evidence about the effectiveness of different delivery 

methods of financial education and the impact on key target groups; and 

• highlighting which aspect(s) of financial capability are being delivered by the various 

schemes wherever possible. 

2) To create a set of plausible estimates of the proportion of people likely to respond to types 

of financial capability initiatives by making changes in their behaviour, and the extent of 

any changes they make to their personal finances. 

http://www.sewabank.com/images/financial%20counseling.pdf
http://www.transact.org.uk/shared/get-file.ashx?id=2063&itemtype=document
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In their own work at Toynbee Hall, Williams says that they don‘t yet have longitudinal data to demonstrate the impact 

of financial education, nor are control groups used. However, she says that: ―the short term data we collect from young 

people who attend our sessions shows high levels of awareness-raising about financial matters; we often see 

participants record higher levels of confidence before a session than after, as through the session they realise that they 

do not know as much as they thought. This then acts as a catalyst for them to ask more questions‖.  

 

In Toynbee Hall‘s ‗Money for Life‘ (with Lloyds TSB) programme, where groups of learners design and run their own 

project over a course of several months, they have seen lasting impact; for example in 2012‘s groups, several have 

gone on to do other financial projects, and many have experienced a significant improvement in their lives - including 

in employability - as a result of their engagement in the financial education programme.  

 

Alyna Wyatt is Team Leader of the Financial Education Fund (FEF)
10

, which has incorporated a number of impact 

evaluations in its work. She argues that these have demonstrated that financial education positively affects capability. 

IPA did a Randomised Controlled Trial (RCT) evaluation that indicates through experimental evaluation, that financial 

education did make a difference in savings behaviour. In the study, Both the ‗financial education + savings account‘, 

and the ‗financial education only‘ groups performed better than the ‗account only‘ and the ‗control‘ group. The other 

FEF evaluations – with varying degrees of rigour – also showed that FE affected capability. A major RCT by IPA in 

Uganda over 2010-2011, in which 240 youth clubs were randomly assigned to one of four treatment variables, had 

strong positive results too
11

. 

 

In general, she says, the greatest change was with respect to savings behaviours and feeling confident that even saving 

a little is better than nothing. While no research has yet been done to link the value of increased savings to positively 

affecting people‘s lives – the underlying assumption is that savings alleviates 1) the high cost of borrowing in 

immediate situations; and 2) smoothes income for households. 

 

                                                        

10
 FEF (financialeducationfund.com) is a multi-donor fund, with an initial start-up capital from the 

UK's Department for International Development (DFID) over three years. It is managed by a 

partnership comprising the Cardno Emerging Markets and Genesis Analytics, and run from the Genesis 

offices in Johannesburg, South Africa. The fund has a pro-poor, low-income market focus. Projects 

must deliver financial education directly to low-income people. They must address any, and preferably 

all, of the four components of financial capability: 

 Knowledge that a person has or personal financial management, money concepts and financial 

services; 

 Skills, i.e. the practical ability to apply the knowledge in the use of financial services and 

financial management; 

 Attitudes, including confidence, trust and personal perceptions about the use of financial 

services; and 

 Behaviour, the ultimate objective of financial education being behaviour change. 

 
11

 ―Financial education administered to groups of youth has a positive impact on accumulated 

individual savings. Both the Financial Education and Account and Financial Education Only groups 

reported modest savings increases at highly significant levels. This finding stands in contrast to 

previous studies of financial education courses that claim no impact on savings behaviour. 

 

In addition to positive savings impacts, this study found positive impacts on first order outcome 

measures of financial knowledge and knowledge of formal banking institutions, both central 

components of the financial education curriculum and the first step towards ―starting a lifetime of 

savings.‖ The Financial Education and Account and Financial Education Only groups demonstrated 

higher levels of financial knowledge as measured by an index of financial knowledge. This finding, 

along with the positive impact on savings behavior, suggests that the financial education course 

succeeded in both improving knowledge of financial practices and the formal financial sector,  that 

this knowledge translated into those clubs saving more‖. (Starting a Lifetime of Savings: teaching 

the Practice of Savings to Ugandan Youth February 7th 201, Innovative Poverty Action) 
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The second area that was affected by the FEF studies was in the portfolio at risk of institutions. Three of the financial 

institutions involved (Faulu, Opportunity International, and VAD Microfinance) all experienced a reduced PAR as a 

result of the financial education. This again, would likely positively affect people‘s lives because there is a major 

stress burden associated to being in arrears with loans, and this would reduce the burden on the individuals.  

 

Overall, therefore, determining a causative relationship between financial education programmes and institutional 

benefit and positive effect in people‘s lives is notoriously difficult. Intuitively and anecdotally, financial education 

helps people - especially the poor - and should translate into lower PAR for financial institutions too. But it will take 

more time, and more research, to definitely prove what many in the financial industry believe to be true. 

 

From Bridging the Gap 

 

―At an overall level, data are incomplete and do not cover the range of approaches being tried, especially newer ones. 

A World Bank study concludes: ―While the number of [financial education] interventions to improve financial literacy 

has increased dramatically, a rigorous monitoring and evaluation of such interventions is still the exception and not the 

rule, particularly with regard to the measurement of impact.‖  

 

Moreover, there has been no standard template for outcome reporting in the field to date, or even standardized metrics. 

Outcome studies range from self-reported organizational evidence and administered qualitative surveys all the way to 

RCTs testing for very particular outcomes. Many studies measure against one of the certain outcomes, for instance, did 

the education program lead to better-informed customers? But few if any have been able to establish any causality or 

link between financial education training and these outcomes. This is emblematic of the lack of emphasis in the field 

thus far toward measuring outcomes rigorously.‖ 
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THE ROLE OF PRIVATE SECTOR FINANCIAL INSTITUTIONS IN PROVIDING FINANCIAL 

EDUCATION IN DEVELOPING COUNTRIES 

 

As Shaun Mundy says, financial institutions (and their representative bodies or trade associations) can develop, 

implement and fund financial education programmes. Many financial institutions provide some elements of financial 

education via their websites or publications (such as leaflets and brochures). A number have produced resources (or 

advised on the contents of resources), or funded programmes, for schools, young people or adults. Some have made 

available members of staff to support financial education programmes, for example by giving talks in schools or by 

delivering presentations in universities or workplaces.  

 

Financial education is, of course, a logical focus for financial institutions' corporate social responsibility activities. 

Some financial institutions see benefits, in terms of acquiring and retaining customers, if they are known to undertake, 

or support, financial education programmes. As public relations, education is always popular. 

 

However, if a financial education programme is to be regarded as genuine financial education, rather than as a 

marketing activity, it needs to be objective:  it should not, for example, promote a financial institution or its products 

and services. Consumers will quickly lose trust in so-called financial education if it lacks objectivity. Moreover, 

teachers and other trainers are unlikely to be willing to use resources which appear to promote a financial institution or 

its products and services. 

 

Alyna Wyatt from FEF sees the value that it adds to financial institutions to offer financial education as promoting the 

demand for, and more appropriate use of, financial services, ultimately improving the quality of the client portfolio, 

increased market share, improved customer loyalty and enhanced reputation in the particular market segment. 
12

 

 

 

The bottom line argument 

Ideally, the financial education approach should be driven by the business case, and not be determined exclusively by 

corporate social responsibility.  Financial education should be aligned to both the desirable social outcomes, but also 

to the outcomes that the bank sees as good for the institution (cross-selling, improved use of diversified channels… 

particularly getting people out of branches if possible, sweeping, dormancy). 

 

As the financial sector evolves, particularly in developing markets, new financial products with greater complexity 

become available to low-income clients, which make understanding banking and financial services increasingly 

difficult. In low-income countries with relatively sophisticated financial markets (for example South Africa or Brazil) 

where there is also a significant portion of the population that is historically excluded from the financial services, there 

is an inherent onus on financial institutions to ensure sufficient information on the complex products available.  

 

In least developed nations, however, she thinks we must be honest and realise that governments and public institutions 

simply do not have the capacity (either appropriately qualified staff or financial resources) to take on financial 

education. Most basic education systems are so flawed that it is unreasonable to expect anything in the near future, 

however; the financial sectors are usually one of the strongest, and therefore could be mandated to either have the 

industry body lead (through a banking association) or independently implemented consumer education initiatives.  

 

As an example, the Financial Sector Charter in South Africa mandates a minimum spend on education within all 

financial institutions. This was implemented a few years ago, but was revised in 2012, and Wyatt believes this is 

starting to reap rewards. ―Financial Education in South Africa is starting to benefit from a greater platform/profile. It‘s 

still not regulated yet – but I believe it is coming‖.  

 

Jasmine Thomas is Citi Foundation‘s Programme Officer for International Financial Capability and Asset Building. 

She seconds Shaun Mundy‘s point about the need for ―a clear intention and delineation between “product marketing‖ 

and general education that‘s agnostic of particular products (e.g. how to improve budgeting, strategies to increase 

savings, reduce debt, etc.)‖ This means testing innovative product offerings linked to education (leverage the so-called 

                                                        
12

 For much more on FEF‘s work, see here; and for a case study on ―financial education as a core 

component of service delivery‖ see here 

http://www.financialeducationfund.com/storage/files/Summary_Document_FINAL(elec)-18-5-2012.pdf
http://www.financialeducationfund.com/storage/files/Financial_Education_in_Banking-_21-5-12.pdf
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‗teachable moments‘ or opportunities when clients need to access and use financial products or services), and 

recognising that while capability requires such a huge bottom line to get engaged, there has to be the involvement of 

the private sector to get it to scale.  

 

Engaging with employers 

This doesn‘t just mean looking to banks or MFIs, either, but it means engaging with employers too - who, after all, are 

often the providers of benefits and have a financial stake in the financial behaviour of employees. In the USA, she 

notes, companies look to employees‘ credit scores, for trust, dependability, ethics, and as a screening mechanism for 

employees. So for any employer, the question is then whether capability translates to productivity? Does providing 

health education improve productivity? If HIV prevention education makes bottom-line sense (particularly in high-

HIV rate countries in sub-Saharan Africa), likewise does asset building increase loyalty, happiness, trust, and financial 

discipline to increase productivity and therefore corporate bottom line? To Thomas‘ knowledge, nobody has done this 

research yet, but it is a burgeoning and important area. 

 

Two Case Studies:  Faulu and VAD 

The FEF supported an educational intervention by Faulu Kenya (an MFI) to educate bank clients – as well as potential 

clients who were not engaged with the formal banking system - about financial issues. The bank implemented the 

initiative, called Elewa Pesa (Understand your Money), in western and coastal Kenya. Faulu envisaged and believed 

that financial education would enhance individuals‘ ability to make better informed financial decisions, increase their 

uptake of appropriate financial products, and create better quality clients. 

 

FEF funding was crucial in sharing the risk of the new initiative, rather than the bank having to meet all the costs of 

innovation. An adult-friendly financial education curriculum was adapted by the bank, supported by DVD clips, comic 

strips and laminated pictures, allowing less literate people to participate in the training programme. Professional 

trainers provided once-off workshops followed by interactive coaching sessions with Faulu loan officials. 

 

Nearly 50 000 Faulu clients at 26 branches and 266 branch staff members received the training. An impact evaluation 

conducted after the programme showed promising results: those who received financial education increased their 

knowledge of key financial issues, and had greater awareness of potentially risky financial decisions. According to 

FEF, staff members who were trained to offer education displayed greater knowledge of financial products, felt better 

able to answer questions, and were more committed to coaching and advising the bank‘s clients appropriately. 

 

The project yielded unexpected benefits, not only for Faulu staff but for the institution as a whole. Staff members were 

more engaged in advising clients, became more thoughtful about management of their own finances, and began to save 

larger portions of their income. Additionally, the institution experienced a decrease in the portfolios at risk at the pilot 

branches. 

 

The bank‘s senior managers have committed to embedding financial education as a key component of service delivery. 

Faulu recognised the value of financial education to the business model and competitiveness, to the point that client 

financial education has been designated a KPI within the institution.  

 

In Uganda, the Finlit Foundation, in conjunction with VAD Microfinance and 3 Enamels Ltd. Trained clients of a 

microfinance institution to use a log-book to track financial behaviour, in a project known as Tegeera Ssente Zo 

(Understand your money). Software was then used to analyse clients‘ actions, and counsellors used visual forecasts 

based on individuals‘ data to encourage clients to improve their financial performance. Clients were able to see 

through visual representations, the impact that financial decisions had on their financial status. The results of the 

project showed an overall improvement in tracking of expenditure and planning. The majority of the clients who 

participated set aside more income (compared to a control group who received no counselling); and importantly, none 

of the clients having participated in the log-book exercise felt that they had ‗out of control‘ loans at the endline 

(compared to 26% at the outset). 
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From a banking standpoint, Thomas says that Citi Foundation have relationships with NGOs that are working with 

banks directly, in house, to help with client retention, debt repayment, better account management, and increased 

savings rates. So Citi is funding Women‘s World Banking in India, and working with SEWA bank, to reduce turnover 

of accounts - to ensure more activity in savings than withdrawals. 
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THE SINGLE BOTTOM LINE: IS THERE A BUSINESS CASE FOR PROVIDING FINANCIAL 

EDUCATION TO INCREASE CAPABILITY? 

 

Shaun Mundy says that it makes good business sense for financial institutions to have current and potential consumers 

who have an understanding of financial issues and who are engaged, rather than being disengaged or suspicious. 

Consumers who have confidence in their ability to manage their personal finances are more likely to approach 

financial institutions in order to acquire a product or service – and this can help both to reduce marketing costs and to 

increase business. Financial institutions have to spend less time explaining the basics to people who are financially 

literate. Moreover, financially literate consumers are less likely to acquire unsuitable products or services, or products 

or services which they do not understand, and this reduces the likelihood of dissatisfaction and of complaints. 

 

More broadly, improving the population's financial literacy can help to stimulate savings, to promote financial 

inclusion, to reduce the amount of over-indebtedness and to take some of the poor out of poverty. 

 

 

It‘s in their interest (so to speak) 

According to Alyna Wyatt, financial education can and should contribute directly to the company‘s bottom line – 

whether it is by expanding the client base, directing existing clients to new products and services, or increasing activity 

on existing accounts. Such challenges as dormancy and account sweeping can be directly targeted through financial 

education. It is in the bank‘s best interest to have financially literate clients as they are better able to choose financial 

products and services that best suit their needs – thus preventing a lot of challenges with respect to such things as debt 

management through incorrect borrowing, or even simple issues such as getting a savings account when it‘s a current 

account that is actually needed. This is an experience of one of her clients here in South Africa: clients were being paid 

their salaries into savings account which had a seven day delay and so clients couldn‘t get their money to pay their 

bills on time. Ensuing problems affected the bank as well, to deal with confused and stressed clients who had 

misunderstood the nature of accounts. 

 

What‘s more, virtually all financial institutions and MFIs serving the low-income population in Africa have staff 

whose financial literacy and capabilities are much lower than assumed or expected. This is problematic for two 

reasons: firstly, the bank‘s staff in the field is less forthcoming with effective financial guidance than desired; and 

secondly, when clients and potential clients ask questions, it is impossible to know the quality, accuracy and 

appropriateness of the responses provided to the beneficiaries of financial guidance. Ultimately, this means that service 

is impaired.  

 

For Sian Williams, the main issue is how the case will differ in developing v developed countries. In the UK, the clear 

case is that when people fall into financial difficulty, they rely more heavily on the state (for debt advice, for 

unemployment benefits, for housing support, for healthcare including mental health care, for retraining etc) and they 

also stop contributing to the national economy as their income is diverted to paying off debt. ―Not everyone who falls 

into debt does so due to lower than optimal financial capability, but the majority of people in debt would have 

benefitted from better financial knowledge to make better choices earlier‖, she says. 
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Citi Foundation: The Business Case for Financial Education 

―Much of the debate about the value of financial education models has focused on the comparative effectiveness of 

their curricula and pedagogy. The guiding question informing these debates has been: How successfully have they 

brought about behaviour change in the low-income consumers they target? This is an important question—but it is not 

the only one worth asking. How about costs? Indeed, evaluations in the field thus far have almost completely side-

stepped critical questions of cost and scale. There has been little discussion or analysis of how models compare when 

evaluated in terms of the cost per customer for delivering financial education, the cost of developing the various 

methodologies, whether they have a cost recovery rationale and the extent to which scale delivery will have an impact 

on these two questions, e.g., will delivery at scale in fact lower the cost per customer, as many programs claim. 

 

To some degree, the matter of costs has gone unexamined because of the field‘s historic overwhelming reliance on 

outside funding for its financial education programs; indeed, many of the largest and best-known programs have been 

entirely grant-funded. Until very recently, the general default framing even for MFIs has been to treat most financial 

education as a cost centre—and we found multiple examples of grant-funded financial education programs that were 

discontinued once funding expired. Only about 35% of the MFIs and other financial institutions interviewed for 

this project viewed financial education for low income consumers as a potential strategic asset to be invested in versus 

a perpetually grant-funded program or cost centre‖. - Bridging the Gap 
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TEACHABLE MOMENTS: KEY POINTS IN CLIENTS’ LIFE CYCLES 

 

Shaun Mundy says that although many people would like to be able to make their money go further, this does not 

mean that they will necessarily be receptive to financial education or information. Thinking about financial issues can 

be challenging; and, at any given time, most people have other things which they would prefer to do or to think about.  

 

However, there are times in people‘s lives, and contexts, when they are likely to be more receptive to financial 

education, information or guidance: these are sometimes known as ‗teachable moments‘. Examples include couples 

who are planning to set up home together or to get married – or who are separating or divorcing; parents before, or 

soon after, the birth of a child; students at college or university who are facing, often for the first time, the challenges 

of managing their own personal finances; people who are starting work; and people who are approaching retirement. 

 

 

In the UK 

The UK‘s Consumer Financial Education Body makes available to expectant parents a Parents‘ Guide to Money on the 

financial aspects of having a baby. The guide was developed, with the help of parents and healthcare professionals, 

because having a baby is a 

major life change that also 

brings big financial changes. 

The guide is distributed by 

midwives – who are trusted 

by parents as a source of 

support and advice – to 

expectant parents around 16–

20 weeks into pregnancy, so 

that it is in time to help with 

the financial changes that 

having a baby brings. 

 

The UK‘s Consumer 

Financial Education Body 

also runs a workplace-based 

financial capability 

programme. Employees with 

serious financial problems can 

suffer worry, stress and 

illness, all of which can make 

them less productive at work: 

personal finance education 

and training can help reduce 

the risk of people developing 

serious financial problems.  

 

What underpins these initiatives and others is recognition that people‘s lives aren‘t linear, but are characterised by 

crests and troughs of financial need - and for low income people, the consequences of failing to understand their own 

needs and act upon them may well be direr. This is equally true of microfinance clients in developing countries as of 

poor clients in the UK. 

 

 

Ingredients for success 

Alyna Wyatt argues that two key ingredients for success when assisting organisations to design their financial 

education interventions are relevant to answering this question: 

 Lifecycle interventions: It is important to identify appropriate ‗teachable moments‘ (such as leaving school; or 

entering the job market) and to tailor the content of the programme to this moment. The relevance of the 

1 Centre for Financial Inclusion 
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information to beneficiaries‘ lives at the time when it is received directly affects the extent to which it is 

absorbed.  

 Applicability and practice: Learning is greatly enhanced if the information received can be immediately 

applied as this reinforces knowledge and understanding at the crucial moment when the connection needs to 

be made between theory and practice.  

It is critical, she believes, to tailor financial education programmes to the specific audience targeted. This means a 

financial education implementer should be aware of the core characteristics of each group – including demographics, 

age, stage of life, lifestyle, literacy levels, etc. 

―We identify moments in the target audiences‘ lives that present timely opportunities to convey specific information 

that is relevant to them at that moment. By identifying critical ‗teachable moments‘ in the lives of the beneficiaries, 

financial education can be targeted at the appropriate level, cover relevant topics and messages, and may be retained 

most effectively by the target groups‖, Wyatt says.  

 

Different strokes 

This is, naturally, different for each different target group: 

 Early teens: are these people heads of household, are they interacting with money for the first time, are they 

starting their first part time jobs? 

 Students about to leave school: What is their next step? What decisions will they be making and how is 

financial management associated to these decisions? This may include starting to save early for school fees, 

decisions about student loans. 

 Pregnant women/young mothers
13

: saving for obstetric/maternity needs, planning for time away from work.  

 Young people:  housing decisions (purchasing versus renting); weddings, children 

 Older people: Retirement/pension discussions are dependent on country-specific contexts. 

All of this may seem common sense – but Wyatt claims to have reviewed the workbook for a Grade 11 FE course, and 

page two of the booklet had the heading ―Planning for your Retirement!‖ It was implemented from 2008 – 2012 

without anyone questioning the relevance for the young audience. 

Sian Williams from Toynbee Hall notes that in the Atkinson paper reviewing impact for the FSA
14

, it was found that, 

for young people, it was crucial to relate financial education to meaningful aspects of their life. ―I am not convinced 

that the right word is ‗beneficial‘, so much as ‗effective‘": someone with lower than optimal capability would always 

benefit from increased capability, but they might be more receptive to change at different moments. Within the UK, 

debt advisers tend to believe that someone coming for debt advice is not receptive to financial capability input due to a 

state of crisis, but there is not enough evidence to prove or disprove this‖.
15

  

Crucially, debt advisers do attempt to refer clients for financial capability interventions at this stage because they 

believe the client is not ready. Yet for many people, the point of crisis (for example, in a health scare) is exactly when 

they are most likely to be open to new ways of behaving. We therefore need more robust evidence to determine 

whether or crises are points of openness around money. 

 

Key life changes clearly make people more receptive to learning. The first time an individual lives away from home, 

                                                        
13

 The FSA Financial Capability Strategy includes a workstream that is focused on new parents. 

The delivery mechanism for this workstream is unusual. Parents are given a robust folder containing 

information about a range of financial matters, from prioritising spending and claiming benefits to 

investing Child Trust Fund vouchers. 

Unfortunately there appears to be no comparable study to draw on as a guide to what we might 

expect from the new parents workstream. Neither does there appear to be any completed 

evaluations of other schemes using the same delivery method, despite the fact that many 

organisations provide written leaflets, booklets and guidance relating to financial matters. 
14

 http://www.transact.org.uk/shared/get-file.ashx?id=2063&itemtype=document  
15

 For young adults, including those in education or training (including school sixth forms, 

colleges and universities), those in work, and those who are not in education employment or 

training (NEET) see http://www.transact.org.uk/shared/get-file.ashx?id=2063&itemtype=document  

http://www.transact.org.uk/shared/get-file.ashx?id=2063&itemtype=document
http://www.transact.org.uk/shared/get-file.ashx?id=2063&itemtype=document
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starts at a new place of study or work, or changes their family circumstances, they are open to change and these are 

ideal moments for setting norms such as saving a percentage of salary, paying into a pension, or living within their 

means. In the UK these moments could be used to much better effect
16

. 

 

Jasmine Thomas at Citi Foundation believes the teachable moments can be capitalised upon when there‘s an 

immediate need for financial services AND the recipients have clear financial goals that they‘ve set and need to 

achieve (i.e. helping young people figure college loan repayment, establish payment plan options, and necessary tools 

to help them borrow responsibility given their repayment ability and thresholds). 

 

International trends 

But it is not universal across all markets, and she says that Citi have found that whole countries where the entire 

demographics will shift by 2020 - particularly in Africa -  but that financial services and products are completely 

insensitive to these changes. Capitalising on the teachable moments surely has, as a prerequisite, understanding how 

demographics will change.  

 

So, financial institutions need to look to markets and market segments that will become majorities, and predict how the 

lifecycles of those emerging majorities will develop. 

 

―We have to stop thinking of life cycle as a linear process: if you live in a poor country, it‘s an up-and-down ride for as 

long as you life. So we have to think about the context of the market and the people we think we need to reach and 

who we can serve the best‖. 

 

In Singapore, for example, there is a large and growing surplus of young women who are unmarried, have more 

money than their parents, and so are living on what has been referred to as the ‗Prada Slope‘ – stopping working when 

they get married and stopping thinking about savings; just spending on luxury and designer goods. And while 

consumption may be good for macroeconomic indicators, this is a serious issue for the government and for the private 

sector too. People are basing their actions only on needs and wants, and any markets with a big youth bubble but a 

forecasted declining birth rate will be financially shouldering more and more older people in the future. 

 

So in this respect, financial education/capability requires the same things as good financial product design: an 

understanding of the needs of the client - KYC. A new middle class client has some similarities with a young poor 

person, but has different needs, and the needs will vary by market too. There is no point offering college savings in 

Uganda. There is no point offering retirement accounts in South Africa when what they want is funeral savings. In the 

Philippines, clients prioritise kids‘ tuition over everything else. In India, they prioritise saving for a daughter‘s 

wedding.  

 

As Thomas says, financial education, like product introduction, must be demand-led, and must also follow the trend 

away from seeing products as a single function (a savings or borrowing product) and see them more as composite 

products linked with financial education. 

 

 

 

                                                        
16

 For example, see again the FSA impact paper on international evidence of workplace education on 

capability. The evidence suggests that, in the US at least, workplace education can lead to an increase 

in saving for retirement in the medium to long-term. A large-scale study of US adults suggests that this 

increase is focused on those who would not otherwise have sufficient in savings and whilst Kim 

concludes that a one off seminar may not be sufficient to change behaviour in the short-term, Duflo and 

Saez do provide evidence for an increase in savings following attendance at a benefits fair. 

Several evaluations have concluded that workplace initiatives appear to improve recruitment and 

retention. This presumably indicates that employees consider financial education to be a perk; although 

in one study the vast majority of employees (70 per cent) valued the workshop they attended at less 

than $100. 
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Case Study: Opportunity International 

Another project supported by the FEF was run by Opportunity International (OI) in Ghana, Malawi, Mozambique and 

Uganda, and entitled ―An Opportunity for All - Financial Education in Africa‖. The project used a wide range of 

media to reach different audiences. Multimedia financial education modules were broadcast to bank clients via 

plasma screens and looping DVDs in the banks. Additionally, OI field officers took portable DVD players with them to 

their peri-urban and rural clients to offer the financial education to a wider audience. Secondary supporting materials 

including comic strips and board games helped reinforce key messages as the clients were able to interact with the 

scenarios presented in the board games and were able to take the comic strips and worksheets home with them for 

continued exposure and reminders. 

 

‗An Opportunity for All: Financial Education in Africa‘ identifies the following pre-project assumptions as playing a 

key role in its outcomes: 

 Opportunity International Clients have low levels of financial literacy 

 OI can respond to low levels of financial literacy through client training 

 OI believes there could be real benefit for the client and the institution in delivering client financial education 

training via suite of interacting multimedia resources and dissemination channels (Content Quality, Client 

Engagement Potential, Time Efficiency, Economies of Scale and Reliability) 

 Individual Clients and Voluntary Savers could be effectively reached primarily through ‗In Branch‘ 

dissemination and subsequently via a range of ‗portable devices‘ and complementary support materials 

allowing dissemination into market and community 

OI could reach a target audience of over 110,000 low income individuals from the 16 pilot branches across 

the 4 participating countries during the project 

 An indication of a successful financial education intervention resulting in behaviour change would be 

evidence of the increased uptake by target segment of formal financial products and services. 

 

The ―An Opportunity for All: Financial Education in Africa‖ pilot set out to find a high impact, cost effective 

approach for quality dissemination of Financial Education across the hard to reach target segment of individual loan 

and voluntary savings clients. The desired result: to offer financial education in such a way that it builds the 

confidence and capability of target audience, their families and communities to exercise initiative and engage in 

financial decisions with a sense of informed choice, leading to increased financial service penetration. 

 

The project‘s impact objectives were to evaluate whether the delivery of financial education via DVD and multimedia 

was an effective approach to improving financial capability, namely measured through four (4) objectives: 

 

1. Increase the awareness of the target audience on a wide range of financial services; 

2. Increase usage of savings accounts and insurance products by low income people; 

3.  Promote better management of credit and increased awareness of the dangers related to multiple borrowing;  

4. Encourage a diversification of asset storage away from cash, particularly though the use of ICT-based 

financial services. 

 

5. OI greatly exceeded its target of 110,000 low-income individuals as they reached nearly 250,000 people 

through the various channels. Although clients in different countries showed different results, overall clients 

showed improvements in understanding basic financial terminology and financial management principles, 

including the importance and role of savings, wise management of credit and debt exposure, personal 

financial planning, and capacity development for financial negotiations. The project deliverables were a 

unique set of 10 multi-media financial literacy training modules for each of the four (4) countries 

participating (designed and developed from detailed input generated from the Client Needs Analysis and FGD 

at the baseline
17

. 
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 White Paper by Robyn Robertson, Opportunity International Global Impact 
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FINANCIAL CAPABILITY CONTENT: WHAT CAN BE OFFERED? 

 

The most commonly cited definition of the term ―financial education‖ is the one developed by the Organisation for 

Economic Cooperation and Development (OECD)
18

: 

 

―Financial education is the process by which financial consumers/investors improve their understanding of financial 

products and concepts 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‖. 

 

According to Mundy, this is relevant inasmuch as: 

 The information involves providing consumers with facts, data and specific knowledge to make them aware of 

financial opportunities, choices and consequences; 

 Instruction involves ensuring that individuals acquire the skills and ability to understand financial terms and 

concepts, through the provision of training and guidance; and 

 Advice involves providing consumers with counsel about generic financial issues and products so that they 

can make the best use of the financial information and instruction they have received. 

 

Specifically excluded from this definition are: marketing initiatives which promote a particular brand or specific 

products or services; and financial advice which may lead to the recommendation of a specific product or service. 

 

This is, however, a rather cumbersome definition. Mundy recommends to countries where he is advising a much 

shorter definition along the following lines: 

 

―Financial education provides people with knowledge, understanding, skills and confidence which lead them to make 

financial decisions and take actions which are appropriate to their circumstances. It excludes: marketing initiatives; 

advice or encouragement to use a particular financial institution; and entrepreneurship. 

 

 

Entrepreneurship 

Entrepreneurship is excluded because entrepreneurship is about setting up and running a business, whereas the focus 

of financial education is the management of personal and household finances. Financial education can support 

entrepreneurship (someone is unlikely to be able to run a successful business if they are unable to manage their 

personal and household finances effectively, and someone who has increased personal financial capability is better 

placed to start a business), and FE and entrepreneurship can be taught together: in many developing countries, a 

person's/family's personal finances are inextricably linked with their business finances. Where the two are combined, 

Mundy argues, it is important that education does not focus on entrepreneurship to the detriment of personal finance. 

 

 

Context 

Alyna Wyatt believes that content should be customised to each individual context. For example: 

 

 Youth based programmes: These need to take into consideration the expectations of young people that are 

being reached. In general, I would say that they need to learn about needs and wants, budgeting and saving for 

the future. However; in more sophisticated financial systems, it‘s necessary to share information about the 

various financial products (hire purchase, cell phone contracts etc.) which are all available from 18 years old, 

but which young people should know about when they start engaging (maybe from 16 years old). The 

programmes that FEF works on also have a portion on income generation (small business) and have tried to 

integrate a saving project so that the learners can experience successfully saving for something, as this is one 

of the best ways to empower them to do so in the future. The saving activity can definitely be one that is 

innovative.  

                                                        
18 Improving Financial Literacy: Analysis of Issues and Policies, OECD, 2005 
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 Self-Employed versus Employed Workers: This is an interesting split because of the significant difference 

between a) having regular income versus irregular income (a crucial part of determining poor clients‘ financial 

needs as we saw in the early part of this programme); and b) having a pay slip which empowers salaried 

workers with access to credit/loan more easily (which is sometimes a bad thing). This is particularly important 

in South Africa as people with a pay slip can access credit from a whole host of credit providers (store 

accounts, cell phones, banks, home loans, vehicle finance, tuck shops at mining hostels) and therefore can get 

into a serious debt. People here have more garnishee orders
19

 coming off their accounts than salary paid in. 

Again, budgeting becomes critical because people sign up for more debt than income and that is a result of 

poor budgeting.  

 Microfinance Loan (self-employed): It is important for these clients to include cash flow in the financial 

education content which is not necessary for either youth in school or for salaried workers. Interest is also an 

important aspect for when people are starting to engage in credit. There is a huge body of work on 

microfinance client training now, which includes business accounting, P&L statements, inventory etc. 

 Young Couples looking at Housing Finance: While not very common in developing countries such as sub-

Saharan Africa other than RSA, this should include budgeting across all household expenses (understanding 

that housing finance is not the only cost, but that water, electricity, rates/taxes may be significant). As 

everywhere, prospective home buyers need to understand how mortgages work. And the value of investing in 

one‘s own home versus paying rent.  

 

Sian Williams agrees that handling money and/or using consumer financial products is different to running a business 

and it is crucial that the two are seen as distinct, if related, subjects. In the UK they are clearly separated; the majority 

of financial education focuses on the individual use of money and financial services, not entrepreneurship. It is also 

important to think of progression/ building blocks:  for someone to handle money effectively, they first need to be able 

to count and read numbers; so there is a logical and natural progression from basic literacy and numeracy to basic 

money management. Only some will also want or need entrepreneurship skills. 

 

Jasmine Thomas says that from Citi Foundation‘s financial capability portfolio, Citi also tends to focus on financial 

education as personal finance skills. The content could range from basic numeracy, household budgeting, savings 

strategies, over-indebtedness avoidance and understanding compound interest - the last of which (the benefits of 

compound interest on savings as well as the its risks on debt) is seldom taught.  

 

 

Delivery models: 

Thomas and Citi Foundation cite three main options for financial education delivery in low-income countries: mass 

market, group, and individual. 

 

1. Mass market 

Mass-market financial education is most often awareness campaigns. These campaigns strive to create broad 

awareness of financial principles, make people aware of their rights as consumers or reinforce key messages provided 

elsewhere. They can play a role as a trusted voice that delivers important protection messages about fraudulent 

behaviour. Examples include the Central Bank of Malaysia‘s programme to disseminate financial education 

information, as well as teaching aids for adults and youths, online; the Reserve Bank of India‘s ―Project Financial 

Literacy,‖ which makes resources and tutorials available to the broader public; and the Central Bank of the 

Philippines‘s programme to teach the public about various banking products and services. 

 

Examples of innovations include: 

 Telenovelas and soap operas with FE messages directed at mass audiences (e.g., KASHF in Pakistan and 

Banco Adopem in the Dominican Republic) 

 TV broadcasts of financial education documentaries on local city cable network (e.g., Ujjivan, India) 

 

                                                        
19 A court order instructing a garnishee (a bank) that funds held on behalf of a debtor (the judgement debtor) should not be 

released until directed by the court. The order may also instruct the bank to pay a given sum to the 
judgement creditor (the person to whom a debt is owed by the judgement debtor) from these funds 
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2. Group 

Group-based training makes up by far the largest percentage of financial education offered in low-income countries to 

date. Most current financial education models are group-based programs featuring onetime training, usually held in 

classroom settings. Some of these, especially those delivered by MFIs, are product-linked, but many are delivered on a 

standalone basis by NGOs, central banks, government schools and development institutions. Group-based training is 

generally divided into two categories: (1) training delivered and funded through NGOs/ grants and aimed broadly at 

the general public and (2) training funded by financial service providers and targeting existing or new financial 

services customers
20

.  

 

Examples of innovations include:  

 Targeting narrow selection of at-risk customers to provide ―delinquency management‖ training (e.g., Banco 

Adopem, Dominican Republic) 

 Narrow-selection of ―star performer‖ microentrepreneur customers to provide advanced-level FE on business-

related topics (e.g., Shakti Foundation, Bangladesh, KWFT, Kenya and Mann Deshi Mahila Bank, India) 

 DVD-based financial education screening at branch/village node followed by trainer-led Q&A session (e.g., 

OI Bank of Malawi, Malawi) 

 

3. Individual models  
Delivering detailed financial education on a one-on-one basis is usually prohibitively expensive, so neither the 

microfinance industry nor mainstream financial institutions in low-income countries has focused extensively on 

building individual models. 

That said, technology is the great equaliser, and platforms like mobile messaging is allowing scale of some individual 

programmes. The strongest example of an individually targeted financial education model is credit counselling, or 

individual financial counselling, which typically provides consumers with an individual needs assessment combined 

with appropriate products at various stages. As described earlier, SEWA Bank in India has gained international 

recognition for its individual counselling through ―bank saathis‖ (relationship managers) at the time of product sale. 

While SEWA Bank‘s experiences suggest that such individually delivered, customised counselling may be optimal for 

improving the financial lives of low income consumers
21

, it has historically proven much too expensive to provide. 

  

Examples of innovations include: 

 Financial education training alongside an offer of savings account-linked conditional cash transfer (CCT) 

programs (e.g., Proyecto Capital ―Juntos‖ program in Peru)  

 Training to unbanked remittance/money transfer recipients plus offer of ―no frills‖ savings accounts (e.g., 

Inter-American Dialogue Program in multiple countries with commercial banks) 

 Incentives providing reward opportunities for completing education modules online plus demonstrating 

desired card usage behaviour (e.g., PayPerks, USA) 

 Mobile banking product plus SMS-based savings reminders (e.g., Grameen Foundation-AppLab pilot, Uganda 

and IPA experiment in Philippines, Bolivia, & Peru) 

 Customised financial counselling plus suite of multiproduct offering (e.g., KGFS, India) 

 

 

Cost 

                                                        
20

 Within microfinance, the main mode of delivering financial education has been induction training: specialised training delivered 

by loan officers to new MFI customers. 80-100 million low-income customers have had some form of induction training prior to 

receiving a loan from an MFI around the world. Induction training is typically delivered to groups of customers at once and 

usually as a precondition to getting a loan. It has traditionally been built into the cost structure of most MFIs; they have usually 

covered the costs -at about $0.50 per customer- out of operating revenues. However some MFIs have had success with charging a 

small fee for a more in-depth business training programme, including P&L, marketing, KYC, customer management and 

cashflow. 

 
21

 http://www.sewabank.com/images/financial%20counseling.pdf 

http://www.sewabank.com/images/financial%20counseling.pdf
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As in all development interventions, and even more so when the private sector is looking for the business case, cost-

effectiveness looms large. As Shaun Mundy has written
22

, obtaining funds for financial capability initiatives is always 

a challenge. Those who lead the development or implementation of financial capability programmes need to be 

entrepreneurial in seeking out sources of funding, and of in-kind support, and to make the most cost-effective use of 

the funds which are available. 

 

In several countries, many of the initiatives which have so far been undertaken to provide financial education have 

comprised donor-funded outreach programmes, in which trainers run classes for people, often in rural villages. 

Typically, relatively few people are reached; and once the donor funding runs out, the programme comes to an end.  

 

There may well be more cost-effective ways of improving people‘s financial capability. Cost-effectiveness is 

dependent on:  

 the number of people which the initiative will reach; 

 the impact which the initiative has on people‘s behaviours: it is important to test and evaluate initiatives 

(including the materials and channels which they use) to establish whether they are effective; 

 the extent to which an initiative can leverage other resources (including in-kind resources); and 

 the extent to which the initiative is sustainable, replicable and scalable – especially after any initial funding is 

no longer available.  

 

There is potential for development institutions to partner with a wide range of organisations - commercial and non-

commercial to assist in the delivery of financial capability messages, and when done well it can benefit all parties. 

Examples include financial services firms, the media, employers, telecommunications companies, and a range of 

development partners. For financial institutions, the same should apply: partnership shares the burden, the risk, and 

leverages impact too.  

 

So various organisations can have a role to play in the provision of financial education. But who can do what? 
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 http://www.cfbt.com/evidenceforeducation/pdf/FinancialCapability.pdf 
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WHO SHOULD DO WHAT: THE ROLE OF THE PRIVATE SECTOR, GOVERNMENTS AND INGOs IN 

DEVELOPING COUNTRIES 

 

Shaun Mundy believes than in emerging economies, the private sector, governments, NGOs and financial institutions 

all have a role to play, as do financial services regulators (in those developing countries which have developed, or are 

developing, a national strategy on financial education, this work is typically led by the Central Bank), educationalists 

(personal financial management is an important life skill: so, as with other life skills, it should be taught in educational 

establishments), employers and trade associations (for example by facilitating the provision of financial education in 

workplaces), national and local organisations (e.g. women's groups), and organisations which support agriculture or 

rural communities. 

Alyna Wyatt takes the perspective that all stakeholders stand to benefit from a financially literate population: 

 

 Consumers - People at all income levels stand to gain financially from making the most productive use of the 

money they have, for example avoiding unnecessary charges associated with financial products and from 

avoiding undue risks.  

 Government - A more financially educated population is likely to save and invest more, to be better equipped 

to run successful businesses, and to be more likely to purchase and use financial products which are 

appropriate to their circumstances. These factors should stimulate economic growth and help to reduce levels 

of poverty and deprivation, placing less of a burden of government social safety nets. 

 Financial institutions - People who are financially educated are more likely to have the knowledge, skills and 

confidence to choose and purchase financial products. This is likely to stimulate uptake of financial products, 

especially by establishing financial institutions‘ ‗social license‘ amongst people who view formal financial 

institutions with distrust. Financial education can also reduce risks and costs associated with people using 

products that are unsuitable for them. 

 Employers - Employees who are financially educated are less likely to experience distressing financial 

difficulties, which can prove distracting. These distractions can enter the workplace, making employees less 

productive and even impacting employers‘ profitability and workplace management. 

 

It is not any particular stakeholder‘s role in isolation. But there are particular roles that are most logically championed 

by the various players: While governments and public institutions are typically involved in policy orientation, financial 

institutions can leverage their relationships with clients‘ needs and demands, and often provide a logical access point 

for financial education, in terms of the client beneficiaries, physical infrastructure and information management 

systems. 

 

 

Public sector 

Governments (Ministries of Finance and Education) should take the lead in ensuring that the next generation is more 

appropriately equipped than the past generations by ensuring relevant and sufficient financial education is embedded 

in the curriculum. To put it bluntly, in 90% of high schools in Africa, chemistry is completely irrelevant to enabling 

people to live productive lives as contributing members to their communities – but financial education will be critical 

to each and every person.  

 

Some countries have set up committees or working groups that have representatives from all the various players 

(FEPP in Kenya, the Financial Education Working Group in Zambia under the FSDP, the KwaZulu Natal Financial 

Literacy Association in South Africa (provincial) – these seem to be getting some leverage. The KZN FinLit 

Association in South Africa seems to be one of the only ones NOT funded by external donor funding.  

 

Financial institutions have an advantage in that they can link the educational messaging directly to financial products 

and services with which learners can practise and apply newly-acquired knowledge and skills.   

 

INGOs role is probably limited to catalysing national stakeholders to implement policies, to product comparative 

research and also as learning and knowledge platforms to promote best practices, learning and advocacy. Financial 
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education needs to be driven by the national stakeholders to expect any sustainability. INGOs/DFI donors could direct 

resources to support the research and analysis required to build the business cases for both public and further private 

sector business take-up.  

And it is the public sector that should drive consumer protection – consumer protection and financial literacy being 

two sides to one coin.  

 

Whatever is implemented, though, it needs to be done on a national scale. Anything that is not will result in a 

"postcode lottery" outcome; if organisations without national reach and access attempt to take responsibility for 

ensuring a nation is educated, many areas will go without. The key to fair and comprehensive coverage is to take a 

national government enabling approach; the work does not necessarily need to be paid for or carried out by the 

national government, but the government's oversight and buy-in is required to achieve scale and uniformity of reach. 

An ideal model would be a national government strategy supported by both commercial and not-for-profit 

organisations working in partnership to deliver a unified programme in line with the national strategy. 

 

Cost 

While one could spend ample time comparing the educational merits and relative efficacy of different dominant 

delivery models, a key issue is cost. To date, the cost of providing financial education, whether classroom-based or 

individual, in the absence of a business case, has proven prohibitive—so much so that few, if any, courses or programs 

have scaled beyond 350,000 customers. It would be extraordinarily expensive to try scaling these current models to 

cover the 370 million to 690 million individuals who are currently part of the financial capability gap (with access to 

finance but not to financial capability).  

 

Attempting to bring these millions of individuals to full capability via supplemental training, for example, which costs 

roughly $14 to $20 per customer (on a fully loaded basis), would run $7 billion to $10 billion. Moreover, to reach the 

goal of full financial inclusion by 2020 would require providing some form of financial education to an additional 2.7 

billion currently unbanked people—the costs of which, under current models, would be absolutely staggering - 

Bridging the Gap 

 

Jasmine Thomas says there are many ideas and examples circulating in the capability sector now on how each 

stakeholder can best engage. 

 

The role of governments varies from region to region, she notes. Although we see more governments taking interest in 

providing universal financial education at different age groups, there are interesting differences. Mexico has 

recognised the need to include all people in the country in the formal economy, and is working to give people 

thousands of different touch points across the country. Brazil is putting its energies into encouraging education 

through and within banks. Russia, by contrast, is leery of the conflict of interest of the private sector being involved 

too much. Rwanda claims to have a strong interest in increasing capability, but doesn‘t spend any significant money - 

instead just signing lots of small contracts with international NGOs, she says. 

 

It seems, therefore, like governments really need to be given a motivation to get involved; a motivation appropriate to 

their country‘s situation. Whatever that motivation is, they will need an entity that can organise people across different 

ministries to have a coherent conversation on this purpose and how to roll it out. It requires too a productive citizenry 

to contribute to economic competitiveness in the country, and they need a workforce that uses financial services. 

 

―Staggeringly, sometimes we come across government officials that really lack knowledge of how NGOs are involved 

in this space; sometimes they don‘t know that NGOs are even operating in their country. One east African regulator 

had no idea which institutions were doing what. So it really is important for there to be partnership between 

governments, the ministries, international NGOs and the financial institutions on the content, delivery and objectives 

of financial education which is sustainable and meets the needs of all‖. 

 

―For examples of where there is international best practice in this, the ‗model‘ countries from which others could learn 

a lot, I would advise commercial financial institutions to look to the Philippines, Singapore, Australia and New 
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Zealand, Colombia, and Mexico to get a range of countries that are make financial education increase capability 

among their people‖.  
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SEGMENTATION: HOW DEMOGRAPHIC GROUPS DIFFER IN THEIR CAPABILITY NEEDS  
 

Several factors should be taken into account in developing financial education programmes, according to Shaun 

Mundy. For example, it is unlikely to be effective to talk to school-children about planning for retirement, because 

when you are 15 you think that you are never going to get old. It is more effective to use contexts which are relevant to 

them – e.g. saving for a bicycle or to buy Christmas/birthday presents for their family and friends. 

 

Different channels appeal to different sections of the population. For example, in developing countries, young people 

are more likely than older people to access the internet. In many developing countries, women typically manage the 

household finances. And in a number of developing countries, financial education is more likely to be effective if 

delivered to women and men separately – since in some societies, women are likely to be inhibited in asking 

questions, and otherwise participating, at meetings attended also by men.  

 

Alyna Wyatt emphasises that it is critical to tailor financial education programmes to the specific audience targeted. 

This means a financial education implementer should be aware of the core characteristics of each group – including 

demographics, age, stage of life, lifestyle, literacy levels, etc. This means gender - the different cultural contexts, 

household decision making (for good summary of this, see FEF case study entitled Women and Girls – Empowering 

the Next Generation
23

) and of course understanding segmentation by rural vs peri-urban vs urban – as it varies 

according to infrastructure, access to services, what is most appropriate, clients‘ financial needs and how to make 

decisions. 

 

Income is also a huge factor for deciding on relevant capability needs, she adds. People who live in ―survivalist‖ mode 

– allocating money on a daily basis to subsistence living and shock expenditures - are quite different from those people 

who are in a slightly higher income bracket than the subsistence group: these clients have regular economic activity 

(either salaried or entrepreneurs). However, this latter group is expected to be involved in slightly more 

advanced/complicated financial activities, such as taking loans (for housing or businesses); using credit; or long-term 

savings such as retirement-planning or funeral insurance.  

 

In short, the lesson is that which permeates all aspects of financial services provision in all places at all time: Know 

Your Client. 
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 http://www.financialeducationfund.com/storage/files/Women_and_Girls_-_21-5-12_3.pdf 
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CONCLUSION 
 

As Shaun Mundy says, it is unrealistic to expect financial education to be able to turn people into financial experts. 

This is just as true in Manchester as Mozambique. But it can, instead, give people the tools and the confidence to 

achieve a good outcome for themselves and their families (even if it is not the best possible outcome) and to help them 

to understand when and where to go for professional advice, where this is needed. 

 

There are lots of principles that have been well thought-out in terms of how to conduct a financial capability 

intervention.
24

 Many have much to offer a financial institution looking to implement a new education programme. As 

Shaun Mundy wrote in Financial Capability: Why is it important and how can it be improved? the important to 

remember, though, is to keep things simple and straightforward: financial capability initiatives should not aim to turn 

people into financial experts (since this cannot realistically be achieved), but should instead give people basic 

information, skills, understanding and confidence to help them to manage their finances well – including knowing 

where, and in what circumstances, to go for specialist help. Providers should use relevant and engaging language and 

contexts, so that financial information and education is seen by the intended audience as relevant and meaningful. 

They should repeat messages, since people may not absorb and remember messages the first time they hear them. 

                                                        
24  
Citi Foundation’s Capability Principles: 

FC as a Universal Need requiring Multi-Sector Solutions 
•          Financial education is a critical component to promote financial inclusion 

•          Priority should be given to improving the financial capability of the financially excluded; however, almost all levels of 

society and ages will benefit from financial education 

•          Important to start from an early age and continue through older age, taking into account different life stages and tailored 

materials for different target groups 

•          Migrant workers (and their families) is an increasingly important group that needs financial education pre-departure, during 

migration, and post migration 

•          Given the extent of the needs, all stakeholders including the private sector have a role to play. 

  

Case for Product-linked Financial Education 
•          Financial access alone is insufficient as consumers may not understand the products being purchased 

•          The most teachable moments can be when a consumer is interested in a product 

•          Financial institutions have valuable knowledge of consumer needs and behaviours 

•          Especially for financial institutions serving low-income groups, product-linked financial education can improve client 

retention and loyalty, and enhance portfolio performance 

•          Potential conflicts of interest by financial institutions can be managed by making distinctions between product marketing 

information and financial education that aims to build financial capability. 

  

Leveraging Technology and Mass Media 
•          Technology and mass media can be a more effective means of achieving large-scale financial education outreach, but 

knowledge retention can be limited and not necessarily lead to behavior change 

•          Mobile banking and correspondent banking channels provide opportunities to increase access to products and services; 

however, more work is needed on integrating financial education as the emphasis currently is on teaching clients how to use the 

technology rather than on financial capability 

•          Mass media such as television, radio and social media do not necessarily provide sufficient depth, and message 

reinforcement can be costly 

•          More collaboration is needed with financial services, telecommunications and/or media organizations to find effective 

solutions. 

  

Investing in Impact Assessment 
•          There is limited data indicating that financial education results in sustained positive behavior change 

•          In particular, stand alone, classroom/workshop programs are expensive, and have not produced data about effectiveness 

•          Financial education stakeholders need to invest in more rigorous research and program evaluations, and consider engaging 

third-party organizations such as research institutes 

•          Product-linked financial education facilitates the measurement of positive behavioral change 

•          Funding and expertise from the private sector can make a significant contribution to strengthening impact assessment and 

sharing of best practices. 
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They should use a variety of methods and channels; take advantage of ‗teachable moments‘, and prioritise initiatives 

which are most likely to be cost-effective. Cost-effectiveness depends on the number of people which the initiative 

will reach; the impact which the initiative has on people‘s behaviours; the extent to which an initiative can leverage 

other resources (including in-kind resources); and the extent to which the initiative is sustainable, replicable and 

scalable – especially after any initial funding is no longer available. Finally, they should monitor and evaluate financial 

capability programmes in order to establish which ones are cost-effective and should be continued (possible with 

modifications) and which ones should be discontinued. 

 

A wealth of new impact studies will soon be available, which may establish what those who work in this area 

consistently insist: that financial education positively affects people‘s financial capability, and that increasing 

capability both improves lives and reduces risk for a financial institution. The key will be to understand who is 

planning to do what, and to turn this into opportunity for partnership, and scale. This will be the subject of the final 

working group of this Fellowship programme. 

 

*** 


