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The National Financial Literacy Program (NFLP) has entered
into the second year of its implementation with same zeal and vig-
our which enabled us to complete our first year targets. The plan for
the upcoming year is more ambitious than before: we aim to reach
out to the remaining of the eighty one (81) districts of Pakistan, in-
cluding areas of FATA and Gilgit-Baltistan, making the total num-
ber of districts one hundred and fifty eight (158) now. Moreover, tar-
get for the total number of beneficiaries is 226,000 for the second

year, more than twice it was for the first year of the program.

This time our intervention strategy is two-pronged: it includes
conducting both classroom training sessions and street theatres for
creating awareness among general public for increasing adoption of
formal financial services. Banks and partner institutes are being ac-

tively pursued for effective roll out of the program.
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Message from Group Head, Foreign Exchange & Development Finance (FX

& DF), SBP—BSC

It gives me immense satisfac-
tion to announce that the
first year of the National Fi-
nancial Literacy Program
(NFLP) has been a successful
one. Not only the target num-
ber of beneficiaries for the
first year (i.e. 100,000) has
been surpassed, the program
has succeeded in reaching out
to the most marginalised and
unbanked segments of socie-
ty, with classroom sessions
being conducted in both rural
and urban areas all over Pa-
kistan. A large number of fe-
male participants were also
mobilised for participation in
these programs, allowing
them a chance to make better
household financial decisions,
which will affect not just
them and their families but
also the financial sector at
large.

However, we must not let the
accomplishment of this first
milestone make us compla-
cent. Target for the number of
beneficiaries in current fiscal
year 1s 226,000, i.e. twice the
outgoing fiscal year, and
therefore banks have been
assigned higher targets this
time. There is still much left
to be done as far as the next
four years of the program are
concerned. As a result, all

stakeholders involved in de-
livery of the program under
NFLP especially our partner
banks, who have already
agreed to higher targets, will
have to collectively synergise
their efforts.

Further, additional districts
have been added to the pro-
gram taking the aggregate
number of districts where
programs will be conducted to
158 from 77. This would ena-
ble us to ensure outreach to
most of the districts across
Pakistan. In this regard, I
would like to emphasize here
that banks and partner insti-
tutions will have to intensify
their efforts to meet the tar-
gets. Moreover, the propor-
tion of female participants,
though promising, has been
lower than 50% which was
aimed at the onset of the pro-
gram. Commitment from all
banks and partner institu-
tions to reach out to a larger
number of women is crucial to
achieve this goal.

Shaukat Zaman
Group Head (FX&DF)
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Progress till 31st August 2018

During the period under re-
view, around 1,000 more class-
room sessions have been con-
ducted across 77 districts of
Pakistan out of which 365 ses-
sions were related to NFLP
and 665 were related to NFLP-
SAP.

NFLP Student Ambassador
Plan (SAP): This program was
rolled-out in December 2017 to
supplement NFLP. Unlike
NFLP where trainers from
banks and other partner insti-
tutes conduct classroom ses-
sions, NFLP-SAP engages uni-

versity students to undertake
such sessions for the benefit
of the target audience. In
this regard, more than 300
students from 32 universities
across the country have so
far been trained by SBP
BSC’s Master Trainers.
These student field trainers
have conducted training pro-
grams during their winter
and summer vacations. Since
inception of the program i.e.
from December 2017 1,312
sessions across 77 districts
have been conducted under

DFSD—HOK’s Efforts for NFLP

Since the beginning of the pro-
gram, DFSD—HOK has taken
steps In order to
streamline the process of con-

several

ducting NFLP classroom ses-
sions. This includes liaising
with the banks participating
in the program in order to ad-
dress issues faced at grass-
roots level, as well as with
partner institutions, for more
effective mobilisation of bene-
ficiaries. Similarly, SBP—BSC
field offices have been in con-
stant contact with regional
stakeholders for the same pur-
pose.

During the period under re-
view, the following activities
were conducted by DFSD—
HOK in this regard:

1) Meeting with Aga Khan

Rural Support Program
(AKRSP): A meeting was con-
ducted with a senior official of
AKRSP in order to discuss is-
sues related to participant mo-
bilisation and account-opening
in AKRSP, as well as to ex-
plore avenues of collaboration,
in Gilgit-Baltistan region
which has been added to the
NFLP targets for this year.

2) Observation of model ses-
sion conducted by Kashf Foun-
dation: DFSD—HOK officers
attended a model financial lit-
eracy session conducted by
Kashf Foundation in Karachi,
in order to observe their con-
tent and delivery methods. A
discussion with Kashf Foun-
dation representative fol-
lowed, focusing on future col-

NFLP-SAP.

As per complete
mation for the sessions

infor-

received so far, more than
15,000 beneficiaries have
been given financial edu-
cation and around 8,000
branchless banking/
Asaan accounts have been
opened. The male-female
split of beneficiaries has
been 64%:36%. Moreover,
42,250 NFLP handbooks
have been distributed
amongst the SBP BSC of-
fices for facilitation of the

laboration.

3) Meeting of NFLP lead fo-
cal persons: NFLP lead focal
persons at 31 banks were
called together for a meeting
at SBP—Karachi., making it
the 3rd meeting held till date
between DFSD and lead focal
persons. Agenda of the meet-
ing was to discuss the
progress of banks during the
previous year and to deliber-
ate on issues being faced to
find collective solutions to
them.
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Roadmap for FY2019

It is necessary for all banks and
partner institutions to carry for-
ward the momentum achieved dur-
ing the first year in order to meet
the targets assigned for the second
year. FY2018-19 will be marked by
the following changes in the pro-
gram:

1) Addition of new districts: the
program was initially rolled out
in 77 districts. However, the
outreach of the program has
been increased in the second
year to cover all 158 districts of
the country. For this purpose,
new field trainers from banks
are being trained so that NFLP

classroom sessions may also be
conducted in these districts.

2) TOTs for new districts: In order
to equip banks for 81 new dis-
tricts included in their second
year targets, 18 TOT sessions
are being conducted and more
are in the pipeline. By the mid
of September, 18 TOTs would
be completed and around 250
field trainers from banks would
be trained.

3) Conducting of street theatres:
Street theaters shall be con-
ducted across the country for
imparting general awareness
about financial services at grass

root level. A plan to conduct
these street theatres as part of
NFLP is being finalised, where-
by a specific short film on finan-
cial literacy will be played for
target audience at various loca-
tions. Approximately 250 street
theatres will be conducted in
the current fiscal year.

Financial Literacy and Portfolio Dynamics

BianchiM(2018) Financial
literacy and portfolio
dynamics. J. Finance

73(2):831-8509.

The article presents evidence of

correlation between households’
financial literacy levels and perfor-
mance of their investment portfoli-
0os. Further the study examines
portfolio rebalancing decisions and
examines the theory that certain
financial behaviours (such as iner-
tia or trend-chasing) that are seen
as a result of a lack of sophistica-
tion are actually correlated with
low financial literacy or not.

The sample that was studied was
taken from a large financial institu-
tion in France.

The results of the data analysed

reveal that the most literate house-
holds showed slightly higher annu-
al returns on their portfolio. Moreo-
ver, it was observed that higher
financial literacy dissuades risk
taking behavior; such individuals
base their risk-taking on market
conditions, taking more risks when
risky investments are associated
with higher returns only. Further-
more, an observation of the changes
taking places in risky portfolio over
time showed that a majority of the
changes for less sophisticated
households were passive i.e. caused
by differential returns of risky ver-
sus riskless returns rather than
portfolio rebalancing, demonstrat-
ing a greater level of portfolio iner-
tia. Further, more sophisticated
households displayed a tendency to
avoid trend chasing; they moved
their wealth towards assets with
lower returns in the past, allowing
them to hold their proportion of
risky shares fairly constant. Such
rebalancing behaviours by these

households also helped in maximis-
ing returns; they were more likely
to invest in funds that provided a
higher return than the ones they
sold, thereby earning more than
they would have if no rebalancing
was practiced. By establishing the
relationship between financial lit-
eracy, portfolio choices and re-
turns, the study aims to explain
the effects of financial education
and influence policy-formation in
this context.
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Pilot Study on Impact Evaluation of NFLP

In the month of July, a pilot study was
undertaken to evaluate the impact of
NFLP sessions. The aim of this study
was to obtain and analyse feedback
from NFLP participants in order to im-
prove the program and make it more
effective. Moreover, the results and
recommendations of this pilot study
will be helpful in finalizing the struc-
ture and design of the full scope NFLP
Impact Assessment Study for the first
year of the program.

This project was conducted by the in-
terns assigned to DFSD during Sum-
mer Internship Program. Each stage of
the study was designed and closely
monitored by the department.

Literature Review

In order to identify the best possible
methods to conduct the research, a
number of resources were consulted.
These included an in-depth study of
documents relevant to SBP, such as the
NFLP Handbook and the National Fi-
nancial Inclusion Strategy (NFIS) Ac-
tion Plan. OECD’s Guide to Financial
Education Programs was also referred
to, as were several research articles on
impact assessment of financial literacy
programs conducted by various stake-
holders, including central banks of oth-
er developing nations such as India,
Thailand and Rwanda, as well as micro-
finance institutions in Pakistan.

Methodology

In order to select the sample districts,
mean number of beneficiaries per dis-
trict was calculated for each of the prov-
inces and this was used to select two
districts in each province, one above
and one below the mean. Out of these,
the district that had the closest percent-
age to the average share of the districts
in each province was chosen. In this
way, four district were selected viz.
Dadu (Sindh), Mansehra (KP), Quetta
(Balochistan) and Sialkot (Punjab).

In order to streamline and standardise
the process of collection of responses, a
questionnaire was developed based on
the topics covered in the NFLP hand-
book, including budgeting, savings, in-

vestment and debt management. The
questionnaire was translated into Urdu
and the vocabulary used in the hand-
book was followed. This questionnaire
was also discussed with SBP’s Research
Department and their feedback was
sought on the same. The method for
conducting of the research was tele-
phonic interviews while recording the
data in Excel, and it was decided that a
minimum of 80 calls would be made
over a four-day period, based on the
number of days available for the exer-
cise and the average time taken for
each call. The male: female ratio in the
relevant districts determined the ratio
of calls to male and female beneficiar-
ies.

Analysis and Discussion

A total of 260 calls were made with an
average duration of 8 minutes and 10
seconds per call, out of which 40 full
answers were extracted (33 male and
seven female). The low percentage of
female respondents were due to lan-
guage and cultural barriers. Savings
was most commonly cited as the most
helpful topic of the training as it helped
the participants to save more money
and utilise it in a better manner (50%),
followed by use of money (22.5%) and
budgeting (17.5%). A majority of the
respondents (65%) also stated that they
had begun to apply budgeting tech-
niques to either their household or busi-
ness expenditures. It was witnessed
that the participants demonstrated an
increased willingness to be a part of the
formal financial system. Most respond-
ents also felt that the handbooks were
useful and had referred to them after
the session (72.5%); this could be
gauged from the fact that they remem-
bered details from the handbook. More-
over, 92.5% stated that they would rec-
ommend the NFLP sessions to family
and friends.

On analysing the responses received
from NFLP participants, it may be de-
duced that they were highly satisfied
with the material and delivery of the
classroom sessions.

Recommendations

Although care was exercised in the de-
sign and implementation of the study,
the interns faced some limitations.
These included the inability to reach
the initial target of 80 respondents,
technical issues in the form of poor sig-
nals in certain regions, time constraints
as calls could only be made during office
hours, and language barriers. Further-
more, not all the topics covered in the
handbook could be included in the ques-
tionnaire so that it could be kept short
and simple.

After conducting the pilot study, the
recommendations of the interns includ-
ed covering more topics in the question-
naire so that the efficacy of each aspect
of the curriculum may be assessed.
Moreover, more sophisticated methods
for administering the questionnaire
were suggested. These include conduct-
ing in-person interviews with the par-
ticipants as opposed to telephonic inter-
views, as well as organising of focus
group discussions, preferably in the
same location as the classroom session
and in collaboration with the bank(s)
involved.
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Financial Literacy: The Role of South Asian Central Banks

Financial literacy is not only useful
for individuals in helping them to
make better financial decisions but
also holds significance for the finan-
cial system and, in turn, the wider
economy. On the one hand, finan-
cial literacy influences how people
manage their financial affairs and
on the other hand, determines the
products that financial institutions
are willing to offer. Moreover, due
to manner in which financial litera-
cy affects people’s investment deci-
sions, it also influences how re-
sources are allocated in the econo-
my.

The importance of central banks in
the promotion of financial literacy
cannot be underestimated, especial-
ly in developing nations where the
outreach of formal financial institu-
tions is low and central banks can
play a major role in reaching out to
unbanked segments of the society.
Furthermore, the promotion of fi-
nancial literacy aligns closely with
the responsibilities of a central
bank as it helps to enhance the ef-
fectiveness of the monetary policy,
support sustainable economic poli-
cies and project a positive image of
the central bank itself. More than
30 central banks around the globe
provide financial education prod-
ucts for various segments of the
society (including children, adoles-
cents, teachers etc.), on their own or
in collaboration with other stake-
holders. While the main method of
instruction was previously print
media, central banks are now look-
ing towards modern technology to
serve this purpose, including the
use of multimedia and e-education
packages. We look at some of the
ways in which the central banks in
South Asia are making efforts to
promote financial literacy in their

respective countries:
Afghanistan

Da Afghanistan Bank (DAB) has a
separate Financial Inclusion De-
partment whose objectives include
improving financial literacy and
financial capability of citizens. The
responsibilities of this department
comprise of formulation of the Na-
tional Financial Inclusion Strategy
and National Strategy for Financial
Literacy & Capability for the coun-
try, conducting of financial aware-
ness campaigns and review of exist-
ing financial literacy programs in
order to compare with international
standards. The central bank also
has a special focus on public educa-
tion and raising awareness regard-
ing its responsibilities and perfor-
mance through media and its web-
site. It also strives to increase
knowledge among the public re-
garding its rights with respect to
the financial system.

Bangladesh

Bangladesh Bank (BB) believes in
financial education at the most
basic level and has therefore intro-
duced school banking and banking
for street children in order to incul-
cate prudent financial practices at a
young age. Since 2014, BB has un-
dertaken a rigorous campaign to
promote financial literacy; these
include an interactive web portal
linked to their website that con-
tains storybooks, games on topics
like investment and usage of mon-
ey, and articles on financial ser-
vices. Television and radio commer-
cials have also been broadcast,
along with presence in print media.
Further, a core objective of BB’s
Strategic Plan 2015-19 1is the
strengthening of financial educa-
tion initiatives.

Bhutan

Royal Monetary Authority of Bhu-
tan (RMA) has designed a Financial
Literacy Program in collaboration
with World Bank in order to equip
youth, the workforce and families
with the financial skills necessary
for succeeding in today’s economy.
This program includes a series of
articles on basic financial concepts
like financial planning, budgeting
and bank loans; these are published
on a weekly basis and include a
teacher and student character in
order to make the format more ap-
pealing, as well as a quiz with a
chance to win prizes. Comic books
based on a character named Dorji
targeted at schoolchildren of differ-
ent age groups are also published.

RMA has also piloted the Youth
Ethical banking program in 2018
with other stakeholders such as
insurance companies in order to
increase financial literacy among
students. The program 1is being
rolled out in three schools and one
volunteer group currently, and will
be replicated in other schools after
the results for the initial six
months have been studied. Through
this program, students are familiar-
ized with currency notes, passbooks
and bank transactions. The pro-
gram was announced at the Global
Money Week held earlier this year,
whose theme this year was ‘Money
Matters  Matter’. RMA  also
launched the National Financial
Literacy School Curriculum, which
includes lessons on learning to
earn, saving, smart shopping and
digital financial services, and plans
to work towards mass bank account
opening for high school students.

India

The Reserve Bank of India (RBI)
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has a comprehensive Financial Ed-
ucation Initiative that includes re-
sources that are available in 13 dif-
ferent languages of the country in
order to ensure wide outreach. A
critical volume of relevant litera-
ture has been uploaded on the RBI
website for use by banks and other
stakeholders. Moreover, financial
literacy content has also been de-
veloped keeping five different tar-
get groups in mind (farmers, small
entrepreneurs, schoolchildren, self-
help groups and senior citizens).A
booklet titled FAME (‘Financial
Awareness Messages’) provide basic
financial literacy aimed at the gen-
eral public. These are related to
documentation for opening of bank
accounts, budgeting, saving, re-
sponsible borrowing and mainte-
nance of a good credit score, lodging
of complaints regarding banks etc.

RBI has also utilised various forms
of media in the promotion of finan-
cial literacy, including the use of
audio-visuals, posters and publish-
ing of a series of pictorial booklets.
These included the characters Raju
and Money Kumar, and explored
savings and banking concepts, as
well as the role and functions of
RBI.

Other
RBI

awareness

initiatives undertaken by
include the conducting of
programs  including
films, skits and roadshows, setting
up of stalls on financial education
at various exhibitions, financial
education camps in remote areas,
essay and quiz competitions, and
establishment of Financial Counsel-
ling and Literacy Centres. RBI has
also contributed towards the inclu-
sion of financial education in
schools and colleges.

In June 2018, a Financial Literacy

Week was organised by RBI focused
on consumer protection-related top-
ics i.e. knowing the liability for un-
authorised  electronic  banking
transaction, Banking Ombudsman,
good practices for a safe digital
banking experience and risk vs.
return.

Maldives

Maldives  Monetary  Authority
(MMA) uses various tools to com-
municate with various segments of
the society. These include promo-
tion of its publications on social me-
dia and publishing news about its
events, as well as awareness cam-
paigns on economic issues and fi-
nancial literacy for general public
and specific audiences. As a testa-
ment to MMA'’s goal to increase the
information available to the public
on economic and financial issues,
last year marked the first time that
the Annual Report of MMA was
published in the Dhivehi language
in order to make it more accessible.

Nepal

Nepal Rastra Bank (NRB)’s website
contains various resources related
to financial literacy in the local lan-
guage, including songs on invest-
ment and usage of loan that can be
downloaded. It has also been con-
ducting several financial literacy
programs through audio-visual and
print media over the years. A pro-
gram titled NRB with Students was
also launched for improving finan-
cial literacy among students espe-
cially through publishing of finan-
cial education material for children,
while the NRB Strategic Plan fo-
cused on financial literacy for wom-
en, victims of conflict, ethnic minor-
ities and marginalised sections of
the population. NRB has also been
including emphasis on financial

literacy in its monetary policy.

UNNATI Access to Finance (A2F) is
a program jointly implemented by
Nepal Rastra Bank and the United
Nations Capital Development Fund
(UNCDF) in collaboration with 13
banks and financial institutions,
and funded by the Danish Govern-
ment. Under the terms of this pro-
ject, technical assistance was pro-
vided to institutions for various
matters including financial literacy
for building capabilities of clients
and potential clients. Moreover, the
central bank has made financial
literacy initiatives mandatory for
all licensed banks.

Sri Lanka

The Central Bank of Sri Lanka
(CBSL) is involved in conducting
awareness programs to enhance
financial literacy for various seg-
ments of the society. One of the ma-
jor beneficiaries of these education-
al programs is low-income groups,
who have been seen as a target
group due to the high levels of in-
debtedness in the country as per
surveys conducted by CBSL, which
is spurred on by a lack of financial
literacy. It has also been collaborat-
ing with Commercial Bank of Cey-
lon, a private sector bank, to con-
duct a series of seminars aimed at
increasing financial literacy among
SMEs and microenterprises.

CBSL has also issued a Financial
Customer Protection Framework
that requires all licensed financial
companies to develop specific finan-
cial literacy programs to improve
customer awareness on financial
products/services, and to provide
customers with low financial litera-
cy with special attention to facili-
tate them to have fair access to fi-
nancial services.
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Pictures from NFLP Sessions

Chunian, District Kasur Chikarkot, District Kohat

Deh Palh, District Khairpur Danook, District Kech
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DFSD—HOK is the
operational arm of
DFG—SBP. One of
their current pro-
jects is NFLP, which
is a five-year pro-
gram with a total
target of one mil-
lion beneficiaries.
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