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What is financial inclusion and how to stimulate this
in the Netherlands?

Strategy to foster financial inclusion

Michiel van Doeveren?

1. What is Financial inclusion?

Financial inclusion ensures free access to, and use of, appropriate financial services
for all people and businesses at affordable cost and participation in society of
disadvantaged groups based on equal rights and duties.

Around the world, two billion people do not have access to financial products,
such as a current account. In particular, large groups of poor people are excluded
from financial services, either because there are no banks in their area or because
banks do not consider them creditworthy. Financial inclusion therefore means that
these people are given access.

2. Financial inclusion in the Netherlands

In the Netherlands, too, some groups have little knowledge of and limited access to
financial services. For example, many people are unaware of the ins and outs of
complex financial issues, such as pensions. This exposes them to the risk of taking
wrong decisions, potentially undermining their financial resilience.

This is why central banks and other financial authorities are committed to
promoting financial accessibility and knowledge. Policies aimed at making the
financial system more widely accessible contribute to sustainable economic growth
and, hence, to financial stability. We use our national Forum on the Payment System
to foster accessibility for all vulnerable groups. Moreover we support various financial
knowledge projects, such as the Money Week (Week van het geld) project for primary
school pupils and the Money Wise (Wijzer in geldzaken) platform.

International institutions such as the World Bank and the Bank for International
Settlements (BIS) are preparing statistics and analyses in the area of financial
inclusion. Their data about the availability and demand for financial services and
about their quality are needed for strategy development. DNB will contribute in 2016
by refining a financial inclusion indexation methodology.

! Senior policy advisor, Netherlands Bank (m.a.j.m.van.doeveren@dnb.nl)
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3. Innovation boosts financial inclusion

Various innovations help widen financial inclusion. The internet has made it easy to
open and use a current account, and mobile phones allow quick and easy payment
transfers.

A well-known example is the M-Pesa network to transfer money by mobile
phone, which is now operational in Africa (2007), Asia and Romania (2014) and
Albania (2015). A key factor in these initiatives is that the exchange of transaction
details must be secure.

4. Closure

Departing from its key tasks as central bank De Nederlandsche Bank finds it important
to stimulate financial inclusion for all consumers and business. Financial accessibility,
financial knowledge and financial resilience are three dimensions in the broad
definition that DNB uses. The National Forum on the Payment System fosters
accessibility for all vulnerable groups in retail payments.
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Financial Inclusion

« Full financial inclusion is a state in which all
people and businesses who can use them
have access to a full range of financial
services at an affordable price and good

quality.

WHAT IS FINANCIAL INCLUSION
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Relevance of Financial Inclusion (1)

« Access to a full suite of financial services:
credits, savings, insurances and payments

* Provided with quality:convenient, affordable,
suitable, provided with dlgnlty and client
protection P s

 To everyone who can use financial services:
excluded and under-served people. Special
attention to rural, people with disabilities,
women, and often-excluded groups
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Relevance of Financial Inclusion (2)

With financial capability: clients are informed
and able to make good money management
decisions

 Through a diverse and competitive
marketplace: a range of providers, robust
financial infrastructures and clear regulatory
framework

» Sustainability and Legltlmacy
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Financial inclusion

Gap is narrowm% but is still substantial
More adults have an account (with a financial institution or mobile money

service] now than three years ago.

62% &

of the world’s adult BILLION
UNBANKED

51% X

of the world’s adult BILLION

population had population have
an account an account
2011 2014
Comments;
Indicator; Account at a financial institution (% age 15+) [ts]
Year: 2014
Mo Data . 0-200 2000-35.0 39.0-63.2 63,2 - B7.5 87.5-100

FINDEX 2014
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25 countries account for 73% of the world’s

Mexico
\\’

. 0% - 25% Access*
. 26% - 509 Access
. 519% - 100% Access

*To financial services.
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2.4%

Nigeria .

2.7%

=73%

Sources: Global Findex 2014, IMF Financial Access Survey

China<India

=32%

unbanked

Philippines 2.2%
Ethiopia 2.1%
Myanmar 1.5%

DRC 1.5%
Turkey 1.2%
Colombia 1.1%
Tanzania 0.8%
Peru 0.8%
Morocco 0.7%
Yemen 0.7%
South Africa 0.5%
Mozambique 0.4%
Kenya 0.3%
Zambia 0.2%
Rwanda 0.2%

of the world's fi nancially excluded

---------------------
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Universal Financial Access by 2020

By 2020, adults globally have access to an account or electronic
instrument to store money, send and receive payments as the basic
building block to manage their financial lives

N

« Access to a transaction account is a
stepping stone to financial
inclusion, which includes a full
range of formal financial services

« Universal financial access is
ambitious, yet achievable for the
majority of the world’s population
by 2020, full financial inclusion will
take longer

- Even with financial access, usage
will not be L_Jnlversal_, and not all
countries will reach it

DeNederlandscheBank
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"Many national
leaders have
already taken bold
steps to expand
financial access in
their own
countries. To
further that
progress, it is
important to
create the right

enV|ronmer_1t to H.M. Queen Maxima of the Netherlands, the UN
Catalyz_e private- Secretary-General’s Special Advocate for
sector investment Inclusive Finance for Development

and innovation” 2015 World Bank Group-IMF Spring Meetings
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Goals and scope for a strategy on
financial inclusion 0

Awareness & Knowledge EDEDEDEDEED

» k ! + 7 paliey areas

« Accessibility = Wy B EET
- Financial Behaviour — ==
« Sustainability & Entrepeneurship

» Global and regional elementimmmmww@w

-
S t k h (a) Data Collection and Diagnostic (k) Strategy Formulation
akeholders & cooperation =
+ Collection of supply-side dota =2 and vision for financial
{ y inclusion
= Consultation with public
£ & privote sector
stakeholders
* Development of action
plan and targets

() Strategy Implementation

= Policy Reforms

= Privote Sector Response

« Establiishment of architecture
for implementation (e.q. National

(d) Monitoring & Evaluation®,_
* Tracking progress against %
core indicotors

« ldentifying if strateqy is an  Effective strategy

track and any responses formulation & Council or Taskforce)
needed implementation involves a
continuous feedback cyel

Dringing smart poleces to ke
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CPMI-WM Report Payment Aspects of
Financial Inclusion o= @ wonosaworow

The report is premised on two key points:

* Efficient, accessible, and safe retail payment
systems and services are critical for greater
financial inclusion

* A transaction account is an essential financial
service in its own right and can also serve as
a gateway to other financial services

DeNederlandscheBank




Financial resilience

Consumer
Protection

Financial
Access

Financial
Behavior
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Importance of financial resilience

... for individual households
* dealing with increased responsibility and complexity
* preventing overindebtedness
* financial well-being
... for economies
* societal cost
* financial stability & growth

* wealth equality & social cohesion

=¥ Ministerie van Financié q Mone WESG
DeNederlandscheBank % "{ www.moneyw!eplatform.nl
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Financial resilience and financial behaviour

Micro-economic outcomes: Macro-economic outcomes:
-financial well-being - decrease societal cost

- financial stability & growth
- equality & cohesion

Financial Resilience

Responsible Financial Behaviour

Knowledge, Skill
Attitudes <> @

=¥ Ministerie van Financié fy Monev WiSe'
DeNederlandscheBank % "{ www.moneywiseplatform.nl
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Responsible financial behaviour (1)

Money Financial plannin Choosing financial
management inancial planning products

*Experience with payment arrears
«Carefulness dealing with finances
*Experience with overdraft
*Managing expenditures

*Use of credit card

’;ﬁ & -, Ministerie van Financié q Mone Wise
DeNedsrlandscheBank 3 "{ www.moneyw!eplatform.nl
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Responsible financial behaviour (2)

: . : Choosing financial
Financial planning products

Money
management

*Buying simple financial products:
comparing product characteristics, terms
and price

*Buying complex financial products:
comparing product characteristics, terms
and price

*Managing financial products

DeNed=rlandscheBank
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Some data on financial literacy

Debts

« Approximately
1,1M households have
problematic debts

« Approximately
2,2M households have
payment arrears

Financial

resilience

* 41% (5.1 mIn) is
not prepared for a
significant
decrease in income
or major
expenditure

Youth

Have problems dealing
with money

* One in five 18- to 24-
year-olds have
payment arrears

Pension

awareness

+ 57% of the
working population
underestimate
their pension age

DeNederlandscheBank Fols Ministerie van F'“a"”eﬂ Monev Wise

www.moneywiseplatform.nl
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Financial Behavior Monitor 2015 (1)

How often did your have an overdraft on your current account
in the last twelve months?

2015
2014
2013

0
1-2
3-5
>5

N/A

EUROSYSTEEM
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Financial Behavior Monitor 2015 (2)

How often did your get a payment reminder because you
adn’t paid a bill in time, in the last twe ¥

0 2014
2013
o
1-2
5%
3-5
3%
>5 &
1%
N 2%
N/A B
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Financial Behavior Monitor 2015 (3)

What measures did you take to financially prepare for your
retirement?

2015
24% 2013
26%

Building wealth through investment

Saving

Fiscally facilitated saving

Repaying mortgage

Building wealth through house

Building wealth through company 10%

Putting money aside
N/A

7%
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Financial Education

Information Provision & Lobbying
= Money Wise

a®"esssssssssenes « Nibud* ssasasEReBBBN,

* Know what you spend
* Consumer Association
- Media

- Commercial parties

Science & Research Market Supply
* Universities + Banks
» Commercial research * Insurers

agencies Consumet * Pension providers

« Shopping on credit

Regulation

« Ministry of Finance

« Ministry of Social Affairs & Employment

+ Ministry of Education, Culture & Science

+ Netherlands Authority for the Financial Markets
» Dutch central bank

= Authority for Consumers & Markets

*ssasanss sessssa®

Ministerie van Financié fy Monev WiSG

www.moneywiseplatform.nl

DeNedarlandscheBank

EUROSYSTEEM




National Strategy for Financial Education

 Money Wise

inisterie van Financiéﬂ 0 Money Wlse
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http://www.wijzeringeldzaken.nl/media/1036345/7158-wig-strategic%20programme-web_eng.pdf
http://www.wijzeringeldzaken.nl/media/1036345/7158-wig-strategic%20programme-web_eng.pdf

OECD/INFE Tools

OECD/INFE TOOLKIT To
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Learnings

« Coordination and leadership are key
* Pooling strengths can work

« Agree on a joint mission and priorities
through a national strategy

« Use insights from behavioral economics
- Start at a young age

Mﬂ Ministerie van Financiéﬂ q Monev Wise

www.moneywiseplatform.nl




Why do we need an index for Financial

Inclusion?

* You receive a question from the governor:
“"What is the level of financial inclusion in our country?”

Most likely (s)he will want an advice if financial inclusion is good
or bad and what can/should be improved

P T
Can answer the question in different ways: " 4
* Financial inclusion at this point in time
* Compare changes through time
* Compare with other countries

Before answering the question we need numbers that measure
financial inclusion

There is no single measure that captures financial inclusion

DeNederlandscheBank
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Measuring financial inclusion

Potentially long list of important factors
Availability/supply of financial services
Access to financial services
Demand for financial services - A
Effective use of financial services s
guallty of financial services A A
inancial literacy
SME financing
Quality of infrastructure _
...and probably some other aspects I did not
mention

* Not all factors are equally relevant

DeNederlandscheBank
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Concluding remarks

The success of financial inclusion depends on:

DeNederlandscheBank
M

Effective strategy: promote financial education,
financial resilience and sound financial behavior
User-friendliness, added value of new payment
products, security, reachability & accessibility and
efficiency compared to the existing products
Efficient and robust market infrastructures

Well organised governance model: role for
governments and private organisations e.q.
Financial Inclusion Committees
Standardisation, cost reduction and innovations
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