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FinScope Swaziland2011
Objectives

FINM

To determine levels of access to financial services nationally, urban rural,

and regionally
To describe the current landscape of access
To identifies barriers to financial inclusion

To facilitate debate around the demand for financial services and barriers to

aCcess

To stimulate financial sector intervention:

e By policy makers and regulators to address barriers to access

e By financial services providers to develop innovative products and services to meet the

demand

To serve as a benchmark to assess the impact of interventions over time



Sampling and Methodology FINM

e Sample by Central Statistical Office from MICS survey

e Multistage random sampling procedure
*  Geographical (365 enumerator areas)
* Household (10 Households selected)

e Individuals (18 years and older)

e Sample representative at:
. National
J Urban-rural

* Regionallevel

e Total sample achieved of 3,632(Response rate 99.5%)



Census and FinScope
Comparison

FINM

Population FinScope
Census Survey
% %
Population (18+) 535 546 533 628
Gender
Male 45.3 37.1
Female o4.7 62.9
Age
18-19 8.8 7.1
20 -29 36.3 34.6
30 -44 28.9 28.2
45 - 59 15.4 16.3

60 + 10.5 13.9



Census and FinScope
Comparison

Population

Census
%

FINM

FinScope
Survey
%

Region
Hhohho
Manzini
Shiselweni
Lubombo
Residence

Urban

Rural

28.3
32.8
19.2
19.7

27.3
2.7

21.5
33.7
22.2
22.5

31.2
68.8




FINM

Understanding People’s Lives

Realities of People’s Lives:
Financial inclusion in context




i

Age and Gender NI

N - | - _\.

18 - 19

B Female
m Male




Highest level of Education

No formal education
Primary education
Secondary education
High school education
Vocational education
College education

University education




Geographical distribution

B Manzini
m Hhohho

B Shisweleni

Lubombo

® Rural ® Urban




Source of Drinking Water -
1 in 2 don’t have in-house water

Urban Rural Total

B Have water in houses m Do not have water in houses



Access to Sanitation FINM

| 103
52.8
68.9
78.3
6.4 -_
Urban Rural Total

m Flush Toilets OtherToilets  ® No facility/ bush/ field



Source of Energy for Cooking
3 in 5 fetch wood

58.6
83.5

3.8

12.6
E:%

Urban Rural Total

FINM

W Electricity Liquified Petroleum Gas Kerosene m Wood



Income Generation Activities  F'vv

Salaries/wages 28.7%
Dependent on hh member 28.6%
Remittances 19.5%
Own business 18.6%
Piece jobs 14.2%

State (old age) 10.7%



Source of income — Gender split ..,
Urban population

42.7%
Salary/wages
45.1%
42.0%
Dependent on hh member
Own business
13.0% B Females
B Males

Remittances

25.7%
Piece jobs



Source of income — Gender split
Rural population

FINM

28.3%
Dependent on hh member

26.6%
Remittan ces

Own business

Piece jobs

27.4%

State (old age)

B Females

Farming m Males

13.6%






Defining Financial Inclusion

FINM

The FinScope methodology uses financial product USAGE
to segment the adult population

Financially Excluded = adults
who do not have/use any
financial products and /or

services - if borrowing, they rely
only on friends/family; and if
saving, they save at home

Total Adult Population =

minimum age defined by

the age at which
individuals can enter into

a legal financial
transaction in their own

capacity Financially Included = adults

who have/use financial products
and/or services - formal and/or
informal




Financially Included =
adults who have/use
financial products

and/or services - formal
and/or informal

Defining Financial Inclusion  rinm

Formally served = adults who
have/use financial products
and/or services provided by a
regulated financial institution
(bank and/or non-bank)

Informally served = adults who
have/use financial products and/or
services which are not regulated,
e.g. cooperatives, farmers
associations, savings
clubs/groups, private
moneylenders



Defining Financial Inclusion  rinm

Banked = adults who have/use
financial products and/or
services provided by a

commercial bank regulated by
Formally the central bank
served

Served by Other Formal financial
institutions = adults who have/use
financial products and/or services
provided by regulated non-bank formal
financial institutions (e.g. regulated
microfinance institutions, insurance
companies, retail credit providers,
remittance service providers)



Formally
served

Informally
served

Defining Financial Inclusion

Have/use
only bank
products

Have/use bank
products AND
informal products

Have/use
only informal
products

Financial Inclusion

Have/use bank Have/use only
AND non-bank non-bank
formal products formal products

Have/use bank AND
non-bank formal
products AND
informal products

Have/use non-bank
formal products
AND informal
products




FINM




Total

Urban

Rural

| —

Inclusion Overview

B Banked

38.5%

38.9%

35.2%

38.3%

Other formal (non-bank)

45.3%

Informal

FINM

62.6%



What drives banking? FINM

Banked population

Transactional
products

Savings products

Credit/loan products

Remittance: Sending

Remittance:
Receiving

% of banked population



What drives non-bank formal -
product usage?

Savings products 85.3

Credit/loan

products 8.6

Insurance

products 38.0

Remittance:
Sending

Remittance:

Receiving 23

% of population who uses non-bank formal products



What drives informal -
activities?

Savings products

Credit/loan
products

Insurance
products

Remittance:
Sending

Remittance:
Receiving

% of population who uses informal activities



Access Strand Swaziland
2011

FINM

Total

Urban 7.3% 6.9%

Rural

B Have/use bank products Have/use other formal products (not banked) Use informal mechanisms only ® Excluded



Access Strand Swaziland
2011

FINM

Female

Male

B Have/use bank products  Have/use other formal products (not banked) = Use informal mechanisms only m Excluded



Access Strand Swaziland
2011

FINM

60 + 6.5% 11.9%
45-59 5.1% 12.1%
30 - 44
20 - 29
18 -19

B Have/use bank products Have/use other formal products (not banked)

Use informal mechanisms only ® Excluded



RSA '10
Namibia 'o7
Swaziland '10
Botswana 'o9
Ghana '10
Kenya 'o9
Uganda 'og
Nigeria 'o8
Malawi 'o8
Rwanda 'o8
Zambia 'og
Tanzania 'og

Mozambique 'og

Comparing Access across
Countries

FINM

)

N
|

12 1 10

H Banked Non-bank formal only Informalonly  ® Financially excluded



Comparing Access across

()

FINM T

Countriess
RSA 10 63 5 9
Uganda ‘og 21 7 42 I
Kenya ‘og 23 18 27
Botswana o9 41 18 8
Swaziland ‘10 44 6 13

H Banked Non-bank formal only Informal only  ® Financially excluded



Landscape of Access
Swaziland 2011

FINM

Transactional
100

8o

Remittance Savings

Insurance Credit



Landscape of Access T

Transactional
100

80

Remittance Savings

I Total

W Formal

Insurance Credit



>3
=
M

Swaziland

In

ing

Bank




Distance to Banks Al

Urban Rural Total

B Lessthan 3o minutes  ® 30 mintes-1hour B Morethanan hour



Salaries and wages from public sector —_—
How are salaries received?

Cash in hand Cheque
6.12%

Into bank account
83.9%




Salaries and wages from private sector
How are salaries received?

FINM

Other
0.1%

Money order
0.2%

Cashin hand
44.5%

Into bank account

52.6%

Cheque
2.4%



Barriers to banking FInM

31.2%
Income coming in, but insufficient balance after

0
expenses 37-1%

32.7%

Cannot maintain minimum balance

Does not need it

B Rural
m Urban

Does not have the documentation required 16.5% Total

93.5%
KYC Reality 84.6%

91.1%

% of unbanked population



100.0%

90.0%

80.0%

70.0%

60.0%

50.0%

40.0%

30.0%

20.0%

10.0%

0.0%

81.5%

Mobile Phones Usage FINM

90.6%

74-4%

% of population with mobile phones

% of banked population with mobile % of unbanked with mobile phones
phones



Mobile phone service usage:
Banked population

FINM

Making calls 99.6

Receiving calls 98.2

SMS 79.4

Please call me 69.9

Internet 18.1

Social networks 14.5

Cellphone banking 4.2

MMS 3.5

% of banked population






Savings Overview

Savings products (% of adults)

Formal 38.6
Claimed ability to save

Informal 24.9

Home savings 30.2

38.6 10.7

BYes H®ENo Formal products
Informal products only
B Saving at home/with hh member only

B So savings product/mechanism



Living expenses in absence of cash at that
time

Non-medical emergency

Educatioin/ school fees

Medical expenses, planned or emergency

Reasons for Savings

25.6%

19.2%

25.4%

25.5%

25.8%

21.4%

43.0%

44.0%

% of those who save

55.2%

Formal savings products
Informal savings products

M saving at home






Credit Overview Al

Credit products (% of adults)

Bank loans - 4.0

Credit Products

Other formal credit 3.9

Have debt, Informal credit 19.4
33.0 4

Borrowed from fam/friends _ 15.3

Dont have
debt, 67.0

17.0
H Bank products Other formal products only
Informal products only ® Borrow from fam/friends only

H No credit product/mechanism



Education/ school fees

Buying/ building dwelling to live in

Buying transport mode (bicycle, truck etc)

Living expenses in absence of cash at that
time

Starting or expanding my business

Paying off another debt

Medical expenses, planned or emergency

Non--medical emergency

33.7%
37.4%
30.7%

W Bank loans
0,
29.9% Formal non-bank credit
Informal credit

m Borrow from friends/family

.8%
F 5.6%
8%

6.6%
4%
o

% of those with debt




FINM

Barriers to Borrowing

Fear of debts 49.3%

Worried would not be able to pay
back

Not working

Can pay living expenses with what |
have

Do not believe in borrowing money

Don't need to

% of those with no credit/loan products



FINM

Insurance and Insurance Products




Insurance Overview e

Insurance products (% of adults)
Insurance Products

Formal products 17.2
Have
insurance |
22.3%
Informal products 6.8

Dont have
insurance

77-7%

® Formal products Informal products only

B No insurance coverage



Funeral insurance
Masingcwabisane

Life insurance

Medical insurance
Motor Vehicle Insurance
Health cover

Property insurance

Domenstic/ household..

Insurance that covers a loan

Personal injury/ accident..

Money insurance
Travel Insurance
All risks insurance

Agricultural/ crop insurance

Insurance Products

% of those with insurance (formal or informal)

FINM




Never thought about it

Don't have a job

Don't have regularincome

Don't know enough about these products

Earn too little to make it worthwhile

Never heard about it

Too expensive

Barriers to Insurance: Life cover ™"

% of those who don't have life cover

25.5



Barriers to Insurance:
Funeral cover/Burial societies

FINM

Don't have a job

25.7

Never thought about it

Don't have regularincome

Earn too little to make it worthwhile

Charges or fees are too high

Somebody else paying for my funeral cover/policy

% of those who don't have funeral cover/ masingcwabisane



FINM




Remittance Overview AL

Remittance products of those who remit

Sending: Banks

Sending: Other formal

Sending: Informal

Receive: Banks
Dont remit

64.2%
Receive: Other formal

Receive: Informal

Family & friends 61.1

The total amount of remittance money sent by the
individuals just before the fieldwork is E93 million
(or approximately US$13.2 million).
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Conclusions IR

* Overall Swaziland has good inclusion levels — 62.5%
* Formal inclusion is high — 49.8%
* Banked-43.9%
* Non-bank formal — 45.3%
 BUT
* Target—"safe” market
* Banks &
* Other non-bank formal institutions (MFI’s, Building Societies)



Conclusions AL

o
[J]
< Selfemployed
@
Salaried
©
£
L
= Self employed
3
c
2
Client profiles of banks and non-bank
Farmers formal institutions :
Targeting the same clients?




Conclusions IR

* Biggest barrier to inclusion apart from income:
* Financial literacy

* Strategies have to address this

* Product knowledge is not the only solution
Financial understanding
Financial behaviour



Conclusions

FINM

* Informal sector serves 38.5% of the adult population

* 64.5% of the informally served — use it for savings

* 50.4% for credit

* Informal credit increases access to credit from 7% to 24%

* Should we regulate??

Remittance

Salaries - public sector

Dependent on HH member

Salaries - Private

Self- employed

Farming

19.3%

15.3%

12.5%

12.2%  Thgse who are typically excluded from the

formal sector uses the informal sector
11.2%

Income generating activity as a % of those who use the informal sector



Conclusions FLRE

*  Credit
* 33% has debt

Income source as a % of those who have debt

\ 20.0%
Remittances
20.3%
Salaries - public 19.9% _
P 20.4%

Depend on other in hh

Piece jobs

—

H Debt

Salaries - private

Farming
 Informal debt

Self-employed



Conclusions Al

Functionality of inclusion?
* Regulatory barriers

* KYC: unbanked 91.1% don’t comply
* BUT of the banked 65.8% don’t comply

Do we have functional access??

* Savings — need quick access; small amounts
* Savings products not targeted at this population
» Usage of transactional/savings facilities — not real savings products

* Insurance
* 3ing—funeral cover



Conclusions

FINM

* Has to start serving NEED

*  We have to change the model

* Reality of small inconsistent incomes

* Compliance
* Financial literacy

Individual

Understanding
the LLHoods of
individuals shapes
sustainable interventions

RELEVANCE

Financial sector

* Building capacity

HOLISTIC APPROACH

Interventions

* Providing products/mechanisms

* Removing barriers to create a conducive

environment



Thank You



