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Greater transfer of risks
to households
¾
¾

¾

¾

¾

Evolution of
the financial landscape

Decline of welfare policies
Growing range of risks affecting
households at macro and micro
levels
Impact of increased life
expectancy
Enhanced individual
responsibility in financial (and
pension) risk management
More households investing more
income in financial assets

¾ More financial products
¾ More complex products
¾ More providers/distributors
¾ New technologies
¾ More flexible regulation
¾ Overload of financial disclosure
¾ Consequences of the financial
crisis

ÂKey impact of households’ financial decisions

ÂPower and information imbalance between
market players and households
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Adverse-effects
¾

¾
¾

¾
¾
¾

Massive rise in consumers’
indebtedness and recent
house foreclosure
Financial issues related to
saving for retirement
Misselling of particular
financial products (credit,
investment, insurance)
Undercoverage of risks
with severe consequences
Higher costs for
disadvantaged groups
Lack of trust in the
financial system

Poor level of
financial capability
¾ Low level of financial
understanding
¾ Underestimation of needs
¾ Lack of self-awareness of
low financial education
¾ Vulnerable and
disadvantaged groups
¾ Little shopping around
¾ Resilient passive behaviours
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Improved
individual
wealth and
well-being

Enhanced
financial markets
efficiency and
competitiveness

Financial
stability

Reduced
public
spending

Economic
growth
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1.

International analytical framework on financial
education

2.

Principles and good practices for financial
education and awareness

3.

Good practices and analytical work on
financial awareness and education relating
to risk and insurance

4.

Project on the role of insurance
intermediaries in financial education

5.

Enhanced international awareness, co-operation
and policy dialogue
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Definition of financial education

“Financial education is the process by which financial
consumers/investors :
a) improve their understanding of
financial/insurance products and concepts;
and,;
b) 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,
c) take other effective actions to improve their
financial well-being and protection”

1st issue of the
OECD
International
Financial
Education News
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Key messages(1)

PROGRAMMES’ DESIGN
9Adapt to national circumstances
9Assess the needs and gaps in financial
education
9Identify clear and realistic policy
goals
9Prioritize target audience
9Assess efficiency and effectiveness
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STAKEHOLDERS’ ROLE
9
9

Governments as coordinators/facilitators
Specific requirements for financial institutions:
¾ Financial education is part of good governance
¾ Accountable and responsible for:
x Provision of information and advice
x Ensure that information has been well understood for long-term
products
x Promotion of financial awareness

¾ Enhanced requirements for long-term products
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Involvement of a variety of partners
(NGOS, private and local networks and actors)
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`

`

`
`

Complement the OECD general framework on financial
education
Developed by the OECD Insurance and Private Pensions
Committee and Working Party on Private Pensions
Involved wide public consultations
Adoption by OECD Governments in 2008
2 Recommendations on Good Practices for :
¾ Financial Education relating to Private Pensions
¾ Enhanced Risk Awareness and Education on Insurance
Issues
Publication of
Improving Education and Awareness
on Insurance and Private Pensions
2 Additional works issued in 2008/2009 :
- Policy Handbook on risk awareness and education
- Stocktaking report on risk awareness and education
on natural catastrophes
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Key messages:
¾

Role of governments in :
¾ promoting risk awareness and basic insurance understanding
and culture
¾ assessing issues relative to coverage and products

¾

¾

¾
¾

¾

Importance of national campaigns and school
curriculum
Key role and responsibility of insurance market
players and intermediaries
Development of engaging and efficient tools
Possible introduction of compulsory insurance for
severe risks
Tailored products for vulnerable groups-microinsurance
14

Government’s role:
Awareness and Education Campaign
–
–
–

Italy- ISVAP: launching of national campaign website, newspaper campaign
India- IRDA : radio and television programmes in 11 languages
US - NAIC : “InsureU”

Regulation- default mechanisms
–
–
–

Turkey: mandatory earthquake insurance
Japan: tax deductible on household earthquake coverage
India: more flexible regulation on micro-insurance products

Efficient methods and tools :
Take advantage of teachable moments:
–

US, large media (TV, newspapers, etc) campaign on large-scale risks and
floods after Katrina

On-going training :
–
–

UK-FSA different life stages (school, young adults, parents, workplace,
online, consumer communications, etc)
US (NAIC)
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`

Importance of the role of (insurance)
intermediaries highlighted by :
◦ the OECD work on risk awareness and insurance education
◦ the results of a survey conducted in the aftermath of the financial crisis
on the role of financial education

`

The OECD launched in 2008 a project on the role
of intermediaries in the financial education
process starting with the case of the insurance
sector
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`

`

Questionnaire circulated to OECD countries through
the IPPC and to ASSAL members in 2008/2009
Contributions from 26 OECD countries and 10 ASSAL
countries

`

Compilation of ASSAL responses

`

Identification of main issues and challenges

`

First preliminary lessons and conclusions on the role
of insurance intermediaries in financial education
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`

Particular importance in the insurance sector:
x Complexity and diversity of insurance products and emerging
new products (e.g., united-link, annuity)
x Role of insurance vehicles especially as regards pensions, health
and large scale-risks
x Increasing needs and expectations of consumers (number and
nature of complaints)
x Particular low level of insurance culture and resilient passive
behaviours
x Series of adverse effects :
x For consumers : misselling, undercoverage for major risks and in
particular long-term risks, duplicate coverage/overselling, etc
x For insurers : costs of complaints and misselling, lack of competitiveness
of insurance markets

Î key role of insurance intermediaries
in bridging the information, awareness and knowledge
asymmetry gaps
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¾

Complex and evolving insurance intermediaries markets :
◦ Various distributors and various types of national markets
◦ Differences between :
x brokers -2/5 of the market in Chile
x other types of intermediaries - tied agents, direct selling
Î impact of these differences on the role/function of
intermediaries
◦ Emerging new intermediaries with different level of
regulation and qualification - banks and retail distributors

e.g., Chile, Colombia (supermarkets), El Salvador, Guatemala (car
dealers), Mexico, Peru and Puerto Rico (travel agencies)

◦ Issues relative to distant selling :
x Call centres – Mexico
x Internet - Puerto Rico (lack of regulation), in Argentina (specific regulation)
x Cross-border selling - Colombia
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¾

Complexity of the intermediary function and nature
and sophistication of insurance products :
Identification of an appropriate insurance intermediary (Peru)
Assessment of the quality of the services provided (Mexico, Peru)
Appropriateness of the qualification of insurance intermediaries
Issues relative to the remuneration of insurance intermediaries and
its disclosure (e.g. Mexico)
• For particular actors (new players) and products, cases of :
x
x
x
x

•
•
•
•
•

misselling /inappropriate sellings (health insurance- Chile, Puerto Rico)
tied selling (mortgage/credit insurance- e.g. Chile, Puerto Rico),
underinsurance (long-term products Mexico)
overselling ( home insurance- Chile, Puerto Rico)
fraud (Colombia, Mexico, Nicaragua)

x Lack of transparency of information and advice e.g., unit-linked,
annuities, health insurance)- Mexico , Nicaragua (non-life), Peru and
Puerto Rico (life sector)

ÎConsequences : general mistrust as regards insurance
intermediaries/distributors and adverse effects
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`

Developed (soft) regulatory framework on insurance
intermediary in most OECD and ASSAL countries – although

not in all e.g. Uruguay
`

Yet, room for strengthening the role of insurance
intermediaries in respect of financial education and
awareness –through (soft)regulation or codes of conduct

`

Role in a commercial context

`

Role outside the commercial context
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◦ Reinforced role at least for brokers :
x Assessment of consumers risks’ exposure and needs for saving and
protection
x Provision of appropriate, timely and accessible information on
products and rights & obligations of consumers (information noteChile, Mexico (health insurance)
x Advices in accordance with households’ needs and situation
x Ensuring that information and advices have been well understood
x Strengthening consumers‘ awareness and education on risk and
insurance issues (Nicaragua)
x Special awareness and advisory role in respect of particularly
vulnerable/low income groups (Mexico), elderly population (Puerto
Rico), immigrants (Canada)
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o

Mechanisms to ensure the adequate fulfilment of this
role
x Development of dedicated codes of conducts
x Improving qualification of all intermediaries (in particular banks and new
comers)- Mexico
x Specific guidance for particular branches of business and design of
products
9 long-term –qualification, level of information and advice, awareness
9 Non-life – strengthening the transparency of the selling process and
assessment of consumers’ needs
9 Simplification of products (Mexico) and development of tailored
products (microinsurance)
x Specific guidance to avoid particular market imperfections – e.g. fraud
and tied sellings
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◦ Importance of partnerships with the government in the
development of financial education programmes -e.g., El
Salvador, Mexico, Peru

◦ Avoid conflict of interest : use of national associations
◦ Development of awareness and education campaigns on
important risks and in particular long-term risks e.g.
Japan, UK, Peru

◦ Development of dedicated tools and supports:
x websites (e.g. in Argentina, Chile, Peru)
x Guides (e.g. in Chile, Mexico)
x Assistance in the development of school materials (UK)
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G8 Financial Ministers recognised OECD work
on financial education, in June 2006
 International Conference on Financial education in India, 2006
 G8 conference on Improving Financial Literacy in Moscow, 2006
 International Seminar on Risk Awareness and Education on Insurance Issues,
Istanbul, 2007
 OECD- US Treasury International Conference on Financial Education,
Washington D.C., 2008
 OECD- Bank Indonesia International Conference on Financial Education, Bali,
2008
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First global clearinghouse on financial education
www.financial-education.org

+60 countries
covered
+100
programmes
summarised
+150 articles,
research
+150 weblink
and ressources
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¾

International Network on Financial Education
 Public experts on financial education from 55 countries and around
110 public bodies; an advisory board and expert subgroups
 2 first meetings held in 2008
 2009 meetings : Paris, 19 May ; Rio de Janeiro 14 December
 All Public experts interested in financial education are welcome to join

¾

Co-operation with
 Relevant international partners: the EC, the IMF, the World Bank
 OECD and Emerging economies’ governments
 Selected market players and NGOS

27

28

1.

International method to evaluate the effectiveness of financial
education programmes- specific INFE expert subgroup

2.

International method to assess the level of financial literacy and
inclusion – specific INFE expert subgroup

3.

Survey and best practices on financial education programmes at
schools – specific INFE expert subgroup; PISA component

4.

Recommendation on good practices for financial education relative
to credit issues – to be approved by the OECD Council in May

5.

Role of financial institutions and intermediaries

6.
7.
8.

Project and good practices on Financial Education in pensions
Project and good practices on financial education in insurance and
risk
Project and good practices on vulnerable groups

Ongoing long-term
Financial education is higher
on policy makers and
market players agenda but
...Financial education goals need
to be stepped up further:
From
ro enhanced knowledge to
responsible financial behaviours

Peer learning and
iterative process
Top-down and…
Bottom-up approaches

ÂThe OECD is looking forward to fruitful and
constructive co-operation on these key
challenges in particular in the insurance field
30

Flore-Anne.Messy@oecd.org
www.financial-education.org
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