UN presentation on Access – November 2005:

Good morning. Thank you Mr. Ocampo, the Year of the Microcredit Advisors and organizers, ladies and gentlemen.  I am very happy to have the opportunity to talk about our data work at the World Bank on Access to Financial Services, our objectives, what we have been working on, and hopefully what we expect to accomplish.

First let me tell you a little bit about why we are interested in doing this work.  

Although financial sector data is considered to be the most complete and readily available, when it comes to the reach of the financial sector, in other words information about who has access to what financial services, particularly for households and micro-enterprises, data tends to be very limited.  We don’t even have cross-country comparable data on  “what proportion of households use formal financial services” what proportion “has a savings account?” or “has a loan?”

Yet we have been doing a lot of analysis, showing the importance of the formal financial system on economic development – the linkages between financial development and growth have been well established in the last ten years, at the country level, at the industry level, at the firm level.  But the indicators used in these studies, like bank credit to the private sector divided by gdp, or liabilities of the financial sector divided by gdp, are good in measuring size of the financial sector – not necessarily its reach.

So we are very interested in better understanding the importance of access to different financial services by households and enterprises on poverty alleviation and growth.  And to do this, we want to develop and compile access indicators to benchmark and monitor access to financial services around the world.

And we thought the international year of the Microcredit – also with its emphasis on data - is a good time to step up our efforts in data collection and analysis.    

Who would use this data?  Potential users include both public and private sector.

In the private sector, knowing who has access to which financial services is a first step in designing ways of profitably delivering financial services for different income groups.   Providers need to know the market size, product and service needs, price sensitivity and so on.

Policymakers and the development community more generally also have a keen interest in this data.  They want to know which types of financial services are most closely associated with desired outcomes such as poverty alleviation and growth. This would also help identify best practices in financial sector reform.

Benchmarking performance, both over time and across countries, is important in guiding policy implications and hopefully creating public pressures for countries that fall behind.
We have been talking about “access to financial services” but of course defining access is not easy.
There are differences between usage and access. Usage is much easier to measure.
However, access is likely to be wider – some may have access, yet may not wish to use services

So understanding usage requires information on both demand and supply. 
Therefore we started to collect indicators that measure both.  In our work we put together indicators of actual use of various services.  We are also gathering information on barriers to access to identify boundaries and causes of exclusion. 

So what are the goals of our exercise?

•Ultimately we want to Identify and monitor a few basic “headline” indicators which are strongly related to desired outcomes of poverty alleviation and growth 
•We want to Compile and regularly update this cross-country data for each country to help with benchmarking/policy interventions

•In doing so we also want to pull together individual country databases at the household, enterprise, and financial institution level for research, including market research.

To do this, we have been following different approaches, trying to gather data from different sources – like regulator surveys, bank level surveys – which are provider surveys-, as well as household and firm surveys, which are user surveys.  Some of this has been pulling together existing data, others are new data collection efforts, and yet others have been more coordination efforts making sure data will be  collected in a uniform way going forward in future data collection efforts.
These are all complementary efforts to get a full picture of the access issue. And I will talk about each of these in turn and tell you where we are with them.
Provider surveys are surveys of financial institutions and their regulators.
Through surveys of bank regulators of over 100 countries, we collected data on branch and ATM penetration, on number of deposit and loan accounts, and their average size with respect to income.
Our results show large differences in access and usage with developing countries far behind.  For example, in some countries like Ethiopia, Uganda, Madagascar there is  less than one bank branch per 100,000 people, whereas some developed countries (Portugal, Spain) have 50 or more.  Similarly, for example in Madagascar there are only 14 deposit accounts and just 4 loan accounts per 1000 people, in developed countries we see thousands of deposit accounts and hundreds of loan accounts.  

Average size of deposits and loans with respect to GDP per capita are also interesting to look at since the lower this figure the more affordable these services are for poorer individuals and smaller firms.  For example, average deposit size is 8 times gdp/capita in Zimbabwe, average loan size is 28 times gdp/capita in Bolivia, whereas these figures are equal to or less than gdp/cap in more developed countries, which means it is much easier to have smaller loan and deposits.
So in summary, as gdp/cap increases, we see increases in branch and ATM penetration, in number of deposit and loan accounts per capita, and decreases in average size of loans and deposits with respect to income. 
How are these indicators useful?

In the absence of household and firm level data they can help predict household and firm use of financial services. 
By combining existing household/firm level information and our regulator-based data, it is now possible to predict a headline indicator say “proportion of households with a deposit account” for a large number of countries, quite accurately.

This is important since, such approximations will be necessary to create headline indicators for a large number of countries and update them regularly.

This will be necessary .since household data will be costly to collect and update and since regulator data can be mainstreamed into data collection efforts with relatively little cost.
And of course going forward, getting better/more consistent household data is also very important for improving the accuracy of these approximations which I will talk about in a minute.
As part of the same exercise, we are also surveying top 5 banks in each of these countries to get a better sense of the pricing and fees and other documentation procedures associated with different services to construct indicators of access barriers.

For example the questionnaire has questions on:

–Factors banks consider when deciding where to locate a branch or ATM.
–Documentation requirements to open accounts.

–Minimum balance requirements, account fees, restrictions for different types of deposit accounts.

–Interest rates on deposit accounts.

–Loan application procedures and documentation.

–Loan fees, interest rates, and collateral and paperwork requirements for different types of loans

–Factors influencing credit and collateral decisions 

–Payment services and fees …
We are still working on this project, but some of the early results are quite fascinating.
For example, when we look at minimum amounts required to open a deposit account, we see that in countries like Uganda, Malawi, Ghana, these figures are 20 to 40 times gdp per capita, whereas in many developed countries there is no minimum required amount. Such exercises give us a sense of why access may be limited in some countries.

As another example, when we look at annual fees on checking accounts again we see that in Malawi and Uganda these can be as high as 20 and 25 times gdp per capita.  When deposit accounts are so costly to maintain, it is not that surprising, there aren’t too many of them…

Finally, we are doing work on household and firm surveys.
First, we have been Pooling/using existing data both at the household and firm level and there is already significant amount of work ongoing, analyzing this data.
And secondly..

Going Forward –  we are trying to achieve coordination for both firm level and household surveys. At the household level this is an initiative by DFID/Finmark Trust/WB to coordinate survey design by identifying a core set of indicators which hopefully will be included all household surveys to eventually create an internationally comparable data set.
This is important as there are plans to carry out additional surveys in Africa, and in other regions – such as South Asia, and others, and also potentially expansion of LSMS finance modules.
So moving forward, there is still a lot to do/ more resources needed..

We will continue to collect new data, and do further analysis. We will try to  

· Mainstream data collection efforts/Harmonize survey data

· Identify/construct  basic indicators and track them over time

· And most importantly, conduct and disseminate research on access, particularly impact of access to better guide policy  discussion
We hope at the end of all this we will have a much better understanding of access and its impact on growth and poverty alleviation. Thank you very much.
