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Preface

1  Louman, B., A. Meybeck, G. Mulder, M. Brady, L. Fremy, H. Savenije, V. Gitz and E. Trines, E. (2019). Scaling of innova-
tive finance for sustainable landscapes. Draft occasional paper available for public consultation at: https://d1c2gz5q23tkk0.
cloudfront.net/assets/uploads/2869729/asset/Scaling_of_innovative_financing_schemes_DRAFT_for_eDialogue__4_
Nov_2019_.pdf?1572853228

2 www.facsglobal.com

Tropenbos International (TBI), in collaboration with 
various partners, has initated several programs to 
strengthen the position of micro, small and medium 
enterprises (MSMEs). These programs are evolving 
in selected tropical landscapes and relate to selected 
agri-food and forest value chains. TBI recognizes that 
the performance of MSMEs in markets and socio-po-
litical arenas – and their ability to have a voice — is 
essential for achieving sustainable landscapes that 
are resilient to external shocks, such as changes in 
markets, policy or climate. To strengthen both the 
performance and voice of MSMEs they need to have 
access to resources, including finance. 

In an ongoing study (Louman et al. forthcoming.1), 
TBI and its partners identified lack of financial literacy 
as one of the main barriers to access to finance for 
MSMEs. They commissioned the financial services 
firm Financial Access2 to review experiences and 
propose a strategy to strengthen the financial literacy 
of MSMEs in the landscapes and value chains where 
TBI and its partners work. 

This report is the result of that review. It is meant to 
give guidance to organizations that work in tropi-
cal rural landscapes with similar objectives as TBI 
and its partners. The review defines a conceptual 
approach to financial literacy (Section 1) as the basis 
for a general strategy to strengthen financial literacy 
(Section 2). It is understood that financial literacy may 
take a range of forms, and that MSMEs in different 
landscapes and value chains will need to strengthen 
different aspects of financial literacy. A one-size-
fits-all strategy will not work. The strategy proposed 
here should be seen as a framework to guide local 
adaptations (Section 2.3). 

We hope that this document will help landscape 
initiatives in the tropics to develop their own strategies 
to strengthen the financial literacy of MSMEs with 
the potential to contribute significantly to sustainable 
development in their landscapes.

Tropenbos International
Wageningen, 20 March 2020

https://d1c2gz5q23tkk0.cloudfront.net/assets/uploads/2869729/asset/Scaling_of_innovative_financing_s
https://d1c2gz5q23tkk0.cloudfront.net/assets/uploads/2869729/asset/Scaling_of_innovative_financing_s
https://d1c2gz5q23tkk0.cloudfront.net/assets/uploads/2869729/asset/Scaling_of_innovative_financing_s
http://www.facsglobal.com
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This report provides guidance on how to create a stra-
tegic framework to increase financial literacy among 
micro, small and medium enterprises (MSMEs) in agri-
cultural and forest value chains based in tropical land-
scapes. It looks at the various facets of the business 
environment that require financial literacy by business 
owners. This report uses the OECD/INFE definition 
of financial literacy: “the combination of awareness, 
knowledge, skills, attitudes and behaviour that a 
potential entrepreneur or an owner or manager of a 
micro, small or medium sized enterprise should have 
in order to make effective financial decisions to start a 
business, run a business, and ultimately ensure its sus-
tainability and growth” (OECD/INFE 2018: 7). This 
definition is used because it is important to view the 
sustainability and growth of a micro, small, or medium 
sized enterprise as the result of the decisions made by 
the individuals in that enterprise. This approach helps 
tailor a literacy program to fit the multiple types of 
MSMEs that can be found in agricultural value chains.

To help understand the OECD/INFE definition of 
financial literacy, this section discusses the way in 
which financial literacy affects three facets of organi-
zational sustainability: 

1.1 MSME performance and achieving a   
 competitive advantage;
1.2  access to finance; and 
1.3  risk mitigation and other organizational   
 decision making. 

Each of these facets provides a platform to discuss the 
outcomes of financial literacy on MSMEs in emerging 
markets.

1.1. MSME performance and achieving 
a competitive advantage

MSME performance is a key driver of growth and 
prosperity throughout the world’s nations, especially 
for emerging markets. Achieving good performance 

requires knowledge, skill, attitude and experience 
with several goals: increasing profits; increasing 
sales; capturing market share; reducing staff turnover; 
reducing internal and external conflicts; and maxi-
mizing wealth (Jacobs 2001; Eniola and Entebang 
2014).

One of the pillars of business literature is Barney’s 
(1991) concept of the resource-based view (RBV) in 
achieving a competitive advantage. This concept sees 
resources as anything that might be thought of as a 
strength of a given firm, and comprises both tangible 
and intangible assets. 

Tangible assets include financial capital and physi-
cal capital. According to the resource-based view, 
financial literacy also encompasses the intangible 
resources that firms must have or obtain to achieve a 
competitive advantage. It are these intangible assets 
— the ways that owners manage the firm — that are 
key to this report.   

The knowledge-based view is an extension of the 
RBV theory. It states that financial literacy is a knowl-
edge resource and as such is one of the determi-
nants for the sustainability of MSMEs  (Jappelli and 
Padula 2013; Lusardi, Mitchell and Curto 2010; Ye 
and Kulathunga 2019). According to this view, the 
successful management of the firm is dependent on 
the financial literacy and other abilities of the individ-
uals in the firm. 

Lack of financial literacy has been shown to cause 
poor financial management practices and lead to fre-
quent financial mistakes (Lusardi and Mitchell 2014). 
Table 1 summarizes a few key studies that indicate 
how financial literacy affects firm performance.

1. A conceptual approach 
to financial literacy  
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Table 1: Overview of impacts of financial literacy on MSME performance

Conclusion Author(s)

Financial literacy is important to the survival of MSMEs in both developed and 
developing economies

Wise 2013; Ye and 
Kulathunga 2019

Financial literacy is needed to cope with rapid economic changes Huston 2010

Individuals with strong financial literacy are more likely to invest in complex assets 
and more likely to be successful

Widdowson and 
Hailwood 2007

Financial literacy has been shown to be an important factor in wealth 
accumulation, and in firm performance

Behrman et al. 2012 

Financial literacy has become one of the most important driving forces in 
organizational decision-making

Allgood and Walstad 
2016

Financial literacy can help firms implement sound financial management by 
strengthening the relationship between access to finance and firm growth

Adomako, Danso and 
Ofori Damoah 2016

MSMEs have a multitude of organizational aspects, 
such as product development, networking and knowl-
edge potential, cost based-advantages, marketing, 
and product differentiation. These require different 
mixes of strategic resources, competitive capabilities, 
and human resources in order to achieve competitive 
advantage and performance outcomes (Morgan, 
Kaleka and Katsikeas 2004 and Sulaiman 2014; 
see also Figure 1). Particularly in the resource-based 
view, the ability to obtain additional resources (such 
as financial information) is key to achieving financial 
literacy and to the strategic and financial perfor-
mance of an organization.  

The literature on the topic of intangible resources and 
financial literacy distinguishes between the attainment 

of knowledge and the awareness of how to apply this 
knowledge. Management of day-to-day activities 
relies on the ability to see, analyze, discuss and man-
age various conditions that affect the well-being of 
the individual or the organization (Lusardi and Tufano 
2009; Rahmandoust et al. 2011; Vitt et al. 2000). 
Therefore, for financial literacy to have a positive 
effect on a firm’s performance, attaining financial 
knowledge needs to be coupled with the awareness 
of how such knowledge can be applied (Lusardi 
and Tufano 2009). It is the effective application of 
financial knowledge and ability that allows MSMEs 
to profit through “wise planning, resource allocation, 
and financial service demands as to derive maximum 
utility” (Eniola and Entebang 2016, p. 37).

Strategic
Resources

Financial 
Literacy

Human 
Resources

Competitive
Capabilities

Competitive Advantage
(MSME Firm Performance)

Figure 1. Overview of Financial Literacy and Competitive Advantage
Note: Adapted from Sulaiman (2014)
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1.2. Access to finance

MSMEs’ sustainability is influenced by their ability 
to obtain finance from traditional and non-traditional 
lending institutions (Irwin and Scott 2010; Khan et 
al. 2019; Ye and Kulathunga 2019). This is especially 
true in emerging markets, where underdeveloped 
financial markets and weak financial instruments 
lead to a inefficient allocation of financial resources 
among business organizations (Gambetta et al. 
2019). Access to finance has been shown to be key 
in the sustainability of MSMEs in emerging markets 
due to its ability to make market entry easier, increase 
entrepreneurial activities, boost capacity for innova-
tion and improve risk management skills (Yang et al. 
2019). 

The research on financial literacy’s impact on access 
to finance for MSMEs has developed broadly. Using 
the resource-based view, Adomako, Danso and Ofori 
Damoah (2015: 13) showed that “financial literacy 
can help firms to implement sound financial man-
agement by strengthening the relationship between 
access to finance and firm growth.” See Figure 2. 
RBV theory, as mentioned in 1.1, views access to 
finance as a tangible capital resource. 

Ye and Kulathunga (2019) evaluate financial liter-
acy’s impact on access to finance by means of the 
pecking order theory. The pecking order theory refers 
to the approach that many companies and organi-
zations take in prioritizing their sources for finance, 
usually preferring to recur to internal funds before 

entering into external debt, or (lastly) allowing exter-
nal equity (Myers’s (1984). 

MSMEs in emerging markets will likely lack the 
internal funds necessary for growth and will require 
access to external finance. This lack of internal 
financing, in addition to weak financial instruments 
and a lack of financial literacy, means that these 
MSMEs will have difficulty reaching sustainability. Ye 
and Kulathunga’s findings (2019: Table 5, page 13) 
show that “financial literacy has a positive impact on 
access to finance. ” They furthermore state that their 
findings are consistent with those of Carbo-Valverde, 
Rodriguez-Fernandez and Udell (2016) that financial 
literacy is positively related to awareness of various 
sources of finance and to the ability to identify appro-
priate sources of finance. Adomako, Danso and Ofori 
Damoah (2016) believe that the positive connection 
between financial literacy and access to finance and 
firm growth is due to the fact that financial literacy 
enables managers of MSMEs to acquire and exploit 
new financial knowledge. This enables their firms to 
improve the efficiency and quality of their financial 
services. 

It is important to remember that it is not the MSMEs 
who have financial literacy but the individuals within 
those MSMEs. Therefore, to gain better access to 
finance and qualify for external debt or profitable 
equity deals, financial literacy must be acquired by 
all actors within the MSME.

Financial 
Literacy

Access to 
Finance

Firm Growth

Figure 2. Financial Literacy and Access to Finance 
Note: adapted from Adomako, Danso and Ofori Damoah 2016
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1.3. Risk mitigation and other 
organizational decision making

Financial literacy also encompasses the aware-
ness, skills, attitudes and behaviours of a business 
owner. Attitudes and behaviours have a big impact 
on organizational strategy and decision-making. 
MSMEs in emerging markets operate in a volatile 
economic market, and owners and managers must 
efficiently analyze and interpret key events in order 
to manage their risk. The mitigation of financial risk 
by MSMEs is integral to their sustainability and 
growth. Rauch and Frese (2000) have shown that 
financial risk attitude — in other words, a willingness 
to manage risks — has been measured as a positive 
psychological personality trait of entrepreneurs. Table 
2 summarizes some of the literature on risk manage-
ment.

Ye and Kulathunga (2019: 6) suggest that the indirect 
effects of financial literacy can be explained by the 
dual process theory: “thoughts are affected by both 
cognitive processes and intuition.” Intuition is consid-
ered to include views, judgements, understandings 
and beliefs that cannot be empirically verified or 
rationally justified. The dual process theory also states 
that individuals who use intuition are highly influenced 
by their emotions (Chan and Park 2013). In contrast, 
cognitive processes are said to depend on the mental 
abilities involved in acquiring, transforming, evaluat-
ing, elaborating, storing and using knowledge. This 
is important to financial literacy because the knowl-
edge and intangible resources considered by the RBV 
theory might not solely explain why certain deci-
sion-making processes take place. The use of intuition 
means that previous experiences and/or other events 
can play a significant role in the decision-making 
process and in risk management.

Table 2:  Effect of financial risk attitude on performance

Conclusion Author(s)

Financial risk attitude allows a firm to identify the opportunities and risks that 
are associated with business and financial decisions

Willebrands, Lammers and 
Hartog 2012

Financial risk attitude influences the financial decision-making process of 
organizations

Gärling et al. 2009

Greater financial literacy makes it easier for a firm to take advantage of 
increased financial market competition because financially literate firms have 
better financial knowledge and risk management skills

Widdowson and Hailwood  
2007

Financial risk attitude has a positive effect on MSME sustainability Ye and Kulathunga 2019

Financial risk attitude improves performance, because it enables firms to 
identify opportunities and risks

Willebrands, Lammers and 
Hartog 2012

Financial risk attitude is an important predictor of MSME performance Earle and Sakova 2000
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2.1. Context for the framework

The purpose of this report is to provide a strategic 
framework for civil society organizations (CSOs) and 
other practitioners to enhance the financial literacy of 
MSMEs in the agriculture and forest value chains.  

This report builds on the OECD/INFE Core Compe-
tencies Framework on Financial Literacy for MSMEs 
(OECD/INFE 2018; see Figure 3). That approach 
provides a strong foundation to support the devel-
opment of financial education initiatives targeting 
MSMEs; and assessment structures for measuring the 
financial literacy of MSMEs. The OECD/INFE frame-

work was designed for MSMEs with a maximum of 
100 employees and for potential entrepreneurs. 

It is important to stress that the context and local con-
ditions will be different in each country. For instance, 
the adoption and relevance of digital financial 
services differ per country and value chain. In addi-
tion, financial structures and financing needs differ 
according to the stage and age of an MSME. Some 
elements, such as credit reporting, might be specific to 
the national context. Therefore, it is strongly recom-
mended that tailored approaches be developed for 
each country and landscape, using the proposed 
framework in this study as guidance. 

Improving Financial Literacy among MSMEs in agriculture value chains

Desired 
outcome

Improve awareness, 
knowledge & 

understanding about 
financial literacy

Improve skills & 
behaviour relating to 

financial literacy

Improve financial  
literacy attitude

Broad strategies 
focusing on 

financial 
literacy core 

competencies

Choice and use of 
financial services

Risk and 
insurance

Financial 
and business 

managment and 
planning

Financial context

Tailored to stage 
MSME

Basic/informal

Start-up/formal

Growing

Closing

Figure 3. provides an overview of improving financial literacy adapted from OECD/INFE 2018. 
Note: Adapted from OECD/INFE (2018).

2. Strategic Framework for 
Financial Literacy 



Enhancing Financial Literacy

— 10 —

2.2. Structure of the financial 
literacy framework

This flexible framework to enhance financial literacy 
consists of three main components:
1. four core competencies;
2. three dimensions of financial literacy; and
3. the life cycle of the MSME.

These three components correspond with the defini-
tion of financial literacy and organizational charac-
teristics discussed above.

2.2.1. The four core competencies

The first component of the framework comprises the 
four core competencies of financial literacy: (i) choice 
and use of financial services; (ii) financial and busi-
ness management and planning; (iii) risk and insur-
ance; and (iv) financial context. 

In order to improve financial literacy for MSMEs 
these four core competencies are required. Each of 
the competencies can be divided into several key 
topics (see Table 3). These competencies and topics 
do not have a specific order and are not cumulative. 
The owner/manager of an MSME may be knowl-
edgeable in one competency, but lack experience in 
another competency. 

2.2.2. The three dimensions of 
financial literacy

The second component of the framework comprises 
the three dimensions of financial literacy: 
• awareness, knowledge and understanding;
• skills and behaviour; and
• attitudes.

These dimensions are very useful in computing a 
financial literacy score. The financial literacy score is 
elaborated in Section 3. 

2.2.3. MSME life cycle

The third component of the framework is the stage in 
the life cycle of the MSME. There are four stages: (i) 
basic/informal; (ii) starting/becoming formal; (iii) 
growing; and (iv) closing. 

In the design of financial literacy programs, it is 
important to be aware of this aspect of the MSME, 
since the required level of financial literacy and the 
specific needs may differ at each stage:
• Basic/informal: this includes basic compe-

tencies that business owners and managers of 
MSMEs should have for very small business 
operating in the informal sector. MSMEs in this 
sector often lack access to formal financial ser-
vices.   

• Start-up/becoming formal: specific compe-
tencies are required when business owners and 
managers want to set up the business formally. 

• Growing: these competencies are needed 
beyond the start-up phase and help the MSME 
to grow. For instance, this can include the hiring 
process for new employees. 

• Closing: the competencies required to close 
the business, including activities related to sale, 
liquidation, succession or even bankruptcy. 

Please note that the four core competencies (see 
2.2.1) are often relevant throughout the whole life 
cycle of an MSME. However, understanding what 
stage an MSME is at will provide guidance to identify 
its specific needs in the targeted value chain. In land-
scapes in emerging markets it is expected that many 
MSMEs will be in the basic/informal or start-up/

Table 3: Topics of core competencies

Core competency Topics

Choice and use of financial services • Basic payment and deposit services
• Financing the business

Financial and business management and planning • Registration, taxes and other legal requirements
• Keeping records and accounting
• Short-term* financial management
• Planning beyond the short term

Risk and insurance • Personal risk and insurance
• Business risk and insurance

Financial context • External influences 
• Financial protection for MSMEs
• Financial information, education, advice 

Source:  OECD/INFE 2018. * The length of the term can be adapted to the specific country and supply chain context. 
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becoming formal stage. Therefore, programs should 
be designed to provide tailor-made content that is rel-
evant to their specific needs. For instance, information 
on financing a business will be relevant for MSMEs 
that are in the stage of formally setting up the busi-
ness, since it will help them be aware of the various 
financing options, understand the decision-making 
process of financial institutions, and know what they 
can do to improve their creditworthiness. 

2.3. Application of the framework 

The OECD/INFE (2018) report provides a detailed 
overview of the required level of knowledge, skills 
and attitude for each area of competency and each 
stage of development of the MSME.

One of the relevant competencies for MSMEs in agri-
culture and forest value chains in emerging markets 
is financial and business management and planning, 
particularly short-term financial management. It is 
important for MSMEs to understand basic financial 
management and cash flows. 

For MSMEs in the basic/informal stage, it is neces-
sary to understand the difference between personal 
and business financing and keep these two separated 
throughout the life time of the business. Next, once the 
difference between business and personal finance is 
understood by MSMEs in the start-up/formal phase, 
awareness of factors that influence cash flow, such as 
loan repayments, are very relevant. Hence, interven-
tions should take into account these competencies, 
keeping in mind the stage of development and the 
desired change in awareness, behaviour and attitude. 

To design a financial literacy strategy in a particular 
landscape and/or value chain,  MSMEs can be 
grouped in terms of competencies, based on their 
stage of development and level of financial literacy.

Table 4 summarizes an example of the skills required 
for a specific topic within one of the four core com-
petencies for the two development stages most likely 
to be encounter among MSMEs in emerging markets.  
The same approach can be used for every compe-
tency and topic.

Table 4: Example of a specific topic within a core competency for the two stages of development most likely to 
be encounter among MSMEs in emerging markets

Core Competency:  Financial and business management and planning
Topic within the core comptetency: Short-term financial management

Stage of 
development

Dimension of financial literacy

Awareness, knowledge and 
understanding

Skills and behaviour Attitudes

Basic/informal Understanding why 
personal and business 
finance should be separated 
and the potential risks if this 
is not done properly

Making a distinction 
between personal and 
business finances

Having the determination 
and self-control to keep 
personal and business 
finance separate

Start-up/formal Understanding the factors 
that have an impact on 
cash flow, such as loan 
repayments

Being able to apply 
ratios and comparisons 
with industry ratios for 
monitoring and managing 
the business

Staying focused, organized 
and determined; for 
example, to make payments 
on time

Note: adapted from OECD/INFE 2018
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A financial literacy score for each MSME can be 
calculated based on the three components of the 
framework (see Section 2.2).

Understanding the financial literacy of an MSME can 
help to identify how best to design interventions. A 
useful method is the survey that was jointly developed 
by OECD/INFE to measure the financial literacy of 
owners of MSMEs (OECD/INFE 2019). 

The survey was developed through an iterative 
process and included testing in seven volunteering 
countries in 2018 and 2019. The survey was designed 
for owners or managers of an MSME, not the MSME 
as a whole. The questions were developed around the 
four competencies and three dimensions of financial 
literacy.  The survey questions can be adapted to the 
specific context in order to be fully relevant.

The outcome of the survey is a financial literacy score, 
which is based on the answers from the respondents. 
The financial literacy score is specific to business 
issues rather than personal ones. 

The financial literacy score is helpful to understand the 
current status of financial literacy and the potential 

impact of interventions. The score is generated by 
summing up the number of correct responses to the 
survey questions. These are expressed as a percent-
age of the maximum possible score. This results in a 
score that is transparent, replicable and comparable. 
The overall score gives a good indication of financial 
literacy within the landscape or MSME; however, 
strategies to improve financial literacy also need to 
consider the scores for each individual competency in 
order to be most effective.

Table 5 summarizes how the survey questions cover 
the main components of the current financial liter-
acy framework. The overall financial literacy score 
is based on the sum of the knowledge, attitude and 
behaviour scores. The sum of the three dimensions 
is expected to range from 0 to 23 points, and the 
overall financial literacy score is expressed as a per-
centage of the maximum score. Financial behaviour 
(column 2) counts for almost half of the score (11 of 
23); financial knowledge (column 3) counts for about 
one-third (8 of 23); and financial attitude (column 4) 
counts for the remaining score (4 of 23). A full over-
view of the questionnaire and suggested analysis can 
be found in OECD/INFE (2019). 

Table 5: OECD/INFE survey instrument structure 

Competencies Behaviour Knowledge Attitude Total

Basic payment and deposit services 2 – – 2

Financing the business 1 2 1 4

Registration, taxes and other legal requirements – – – –

Keeping records and accounting 1 1 – 2

Short-term financial management 1 2 – 3

Planning beyond the short term 2 1 2 5

Risk and insurance 2 1 1 4

External influences 1 1 – 2

Financial protection for MSMEs 1 – – 1

Financial information, education and advice – – – –

Total 11 8 4 23

3. Financial literacy score
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The framework and financial literacy score will form 
the basis for designing programs that are tailored to 
the specific needs of the MSME. 

The steps to take in designing a program are based 
on the components in the Financial Inclusion Strate-
gies Reference Framework of the World Bank (Pearce 
and Ortega 2012). Even though that approach pri-
marily focuses on financial inclusion, financial literacy 
is an important part of achieving financial inclusion, 
and therefore part of the World Bank approach is 
used to identify the steps to take.

The framework of the World Bank (Pearce and 
Ortega 2012: 7) includes six key components for 
the development of a successful financial inclusion 
program:

i. stock-taking (data and diagnostics);
ii. targets/objectives;
iii. strategy design or modification;
iv. public sector actions;
v. private-sector actions; and
vi. progress monitoring. 

Component i (stocktaking, data and diagnostics) 
refers to a baseline assessment and needs identifica-
tion. These are already incorporated in this financial 
literacy framework and therefore are not further 
elaborated here. 

Components ii (targets and objectives) and iii (strat-
egy design or modification) are relevant to financial 
literacy, because they help to set the goals and the 
design of the strategy. Components iv and v are 
less relevant to a financial literacy strategy, since 
they focus more on enhancing an overall financial 
inclusion strategy. (Although financial inclusion is an 
important element that CSOs should include in their 
programs, it is not part of the scope of work of this 
report.) Component vi (monitoring progress), will 
help to measure and maintain success and adapt the 
strategy if needed.

4.1. Set clear objectives and targets

The financial literacy score will identify the current 
level of financial literacy of the MSMEs in the agri-
culture and forest value chains. The framework will 
help to identify the needs of the MSME. Together, the 
score and framework are important in setting objec-
tives and targets for the financial literacy strategy. The 
objectives and targets should be set within a certain 
timeline. 

These objectives and targets can be set with involve-
ment from the private sector. Some companies are 
actively promoting the Sustainable Development 
Goals in their business strategy, realizing the impor-
tant role of MSMEs in agriculture supply chains as 
critical drivers of economic growth and prosperity. 
CSOs could therefore engage with financial service 
providers to co-design training in savings and finan-
cial products; this would also help them to reach an 
untapped market. In Indonesia, for instance, Mas-
tercard and Commonwealth Bank work together to 
promote financial literacy and inclusion programs to 
women who own businesses. 

These are some examples of financial literacy target 
indicators:

• number of business owners who completed the 
financial literacy training;

• percentage increase in the level of financial 
knowledge of business owners; and 

• number of business owners who can distinguish 
between personal and business finances.

4.2. Develop an action plan

A clear action plan, or modification of an existing 
strategy, is required to identify roles and responsi-
bilities and align activities to reach objectives and 
targets. It is also important to identify a coordinating 
mechanism or institutional structure to ensure that the 
plan or strategy is implemented effectively. 

4. Designing a program
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Financial literacy interventions might not always be 
necessary throughout the project cycle of CSOs’ 
programs. The need for financial literacy is highly 
dependent on the specific activities and needs of 
MSMEs. In the case of replanting, for example, 
farmers will have a long-term financing need. Better 
financial planning and cash flow assessment are 
required for this task compared with a short-term loan 
to purchase fertilizer or seeds. 

Based on the model from BRAC and World Vision 
(2017), the sequence of financial literacy intervention 
can be divided into three phases: (i) pre-program 
preparation; (ii) training in the graduation model;3 
and (iii) post-program activities. Pre-program prepa-
ration includes a needs assessment and intervention 
design (the OECD/INFE 2019 survey discussed in 
Section 3 provides the main inputs for this phase). 

Any financial literacy program should be developed 
with the four core competencies of financial literacy 
in mind: choice and use of financial services, finan-
cial and business management and planning, risk 
and insurance, and financial context. Training topics 

3  The goal is to “graduate” households from extreme poverty to sustainable pathways (BRAC and World Vision 2017: 10).

should derive from the needs assessment and desired 
outcomes should be determined through the financial 
literacy score and framework application. 

Potential training topics include cash flow manage-
ment and accounting. The training could be con-
ducted individually or within a group. The training 
can be reinforced by providing advice and coaching 
during MSME visits and demonstration projects, such 
as basic cash flow management (GIZ 2017). The 
post-program activities can create linkages to other 
entities, such as  financial service providers. 

4.3. Monitor and assess

The specific targets and objectives for financial liter-
acy, as well as the effectiveness of service delivery, 
should be monitored and assessed. Other aspects, 
such as training, and business associated risk should 
be monitored and assessed as well. This will help to 
set up a feedback mechanism to revise the strategy if 
needed. 
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This framework is proposed as a way to enhance 
financial literacy in the programs of Tropenbos across 
agriculture and forest value chains and countries.

Financial literacy affects three aspects of organ-
izational sustainability. First, it plays a significant 
role in the ability of a MSME to attain the resources 
required to create a competitive advantage. Second, 
higher levels of financial literacy among all players 
in the value chain will help them gain better access 
to finance and qualify for profitable equity deals. 
Third, financial literacy can affect a business owner’s 
or manager’s risk attitude, allowing him or her to be 
able to identify the opportunities and risks that are 
associated with business and financial decisions, 
hence improving a MSME’s sustainability. 

This framework is adapted from the OECD/INFE 
(2018). The four competencies of the current frame-
work are (i) choice and use of financial services; (ii) 
financial and business management and planning; 
(iii) risk and insurance; and (iv) financial context. 

These competencies are required throughout the life 
cycle of an MSME. 

Applying the framework to literacy programs results 
in a range of outcomes that are important to sustain 
or improve financial literacy among MSME business 
owners and managers and potential entrepreneurs.  

The current level of financial literacy and the impact of 
financial literacy programs can be measured with the 
support of a financial literacy survey (OECD/INFE 
2019). The survey provides clear guidance on data 
collection and analysis (see Annex 1). 

To increase financial literacy among MSMEs in 
agriculture and forest value chains, it is important to 
realize that the context and local conditions in each 
country will be different. Therefore, financial literacy 
programs have to be tailored to specific needs and 
requirements in order to achieve the desired results 
and impacts. 

5. Conclusion
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Annex I – Useful Materials

Ultra-Poor Graduation Handbook from World Vision and Brac  
(BRAC and World Vision 2017)

The handbook provides guidance on how to plan and implement the World Vision Ultra-Poor Graduation 
Project Model, which builds on the core principles of the graduation model (the goal of which is to “graduate” 
households from extreme poverty to sustainable pathways) and adapts it to existing World Vision programs 
and business processes. The handbook provides key insights on how to positively affect well-being objectives 
among the most vulnerable families and their children across the world. The handbook was developed in col-
laboration with BRAC and is informed by BRAC’s experience of operating and adapting the graduation model 
to various contexts for more than sixteen years. 

Link: www.wvi.org/sites/default/files/WV%20Ultra-Poor%20Graduation%20Handbook.pdf

Experiences with the Farmer Business School (FBS) approach in Africa (GIZ 2015)

The Farmer Business School (FBS) is an approach developed by Deutsche Gesellschaft für Internationale 
Zusammenarbeit (GIZ) with the support of the Bill and Melinda Gates Foundation and member companies of 
World Cocoa Foundation. It increases the entrepreneurial skills of smallholder farmers. FBS focuses on improv-
ing farmers’ business skills as an important prerequisite for the adoption of improved techniques and invest-
ments in agricultural production. FBS aims to change the mind-set of farmers by making them aware of market 
opportunities and possibilities to improve productivity, family income and nutrition. The core of its modules is 
income-oriented decision-making based on cost-benefit analyses of various technologies for a lead crop and 
two other food crops, combined with development of a strategy to diversify income. Monitoring results and 
independent studies demonstrate the effectiveness and impact of FBS, and the increasing demand for training 
from farmers, as well as training evaluations by farmers, reveal how well FBS fits their needs.

Link: www.snrd-africa.net/wp-content/uploads/2017/04/GIZ_Studie-SNRD_EN_Webversion_150914.pdf

The OECD/INFE Core Competencies Framework on Financial Literacy for MSMEs 
(OECD/INFE 2018)

This framework on financial literacy for MSMEs and potential entrepreneurs was developed by OECD’s Inter-
national Network on Financial Education. The framework is a policy tool that highlights a range of financial 
literacy outcomes. These outcomes may be important to sustain or improve the financial literacy of MSMEs 
owners and managers and potential entrepreneurs in their experience in starting, running, growing, or closing 
a business. The framework can be adjusted to the particular countries and value chains that Tropenbos is active 
in. It is the basis for the framework in this report.

Link: www.oecd.org/finance/financial-education/OECD-INFE-core-competencies-framework-on-finan-
cial-literacy-for-MSMEs.pdf

OECD/INFE Survey Instrument to Measure the Financial Literacy of MSMEs 
(OECD/INFE 2019)

This is a survey for measuring financial literacy among owners of MSMEs. It was developed by OECD’s 
International Network on Financial Education through an iterative process that included a pilot test in seven 
volunteering countries in 2018–19. This version was approved at the 11th meeting of the Technical Committee 
of the OECD/INFE in Capetown, South Africa, on 22 May 2019. The survey instrument is shared on the OECD 
website for institutions and researchers who wish to use it autonomously. The OECD Secretariat will seek oppor-
tunities to organise a coordinated international measurement exercise in the future. Institutions and researchers 
who plan to use this questionnaire should inform the OECD/INFE Secretariat at SecretariatINFE@oecd.org. 

Link: www.oecd.org/financial/education/2019-survey-to-measure-msme-financial-literacy.pdf

http://www.wvi.org/sites/default/files/WV%20Ultra-Poor%20Graduation%20Handbook.pdf
http://www.snrd-africa.net/wp-content/uploads/2017/04/GIZ_Studie-SNRD_EN_Webversion_150914.pdf
http://www.oecd.org/finance/financial-education/OECD-INFE-core-competencies-framework-on-financial-literacy
http://www.oecd.org/finance/financial-education/OECD-INFE-core-competencies-framework-on-financial-literacy
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