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Previous research: Inspiration

Keep it Simple: Financial Literacy & Rules of Thumb (Drexler,
Fischer and Schoar 2009)
The prior research has shown that SMEs benefit from FLT training. But the
design of the training program is crucial in achieving an impact. The authors
find no effect using a standard accounting training. However, a simplified, rule-

of-thumb training produced significant improvements in business practices
and outcomes

The Value of Advice: Evidence from Mobile Phone Based
Agricultural Extension (Cole and Fernando 2012)
The research shows that in an agricultural context advice delivered via a

phone-based platform significantly improves farm outcomes, such as pesticide
usage or shift to higher return cash crops

=> Need for an innovative solution that could combine scalability and
customization of advice: Mobile-based on-demand advice platform




Drexler, Fischer and Schoar (2013):
Traditional Accounting vs. Rules of Thumb

Traditional Accounting Rule of Thumb

Produce income statement and profit
projection for the business

Keep two “drawers” — one for the
business and one for the home

Manage working capital needs

Assign yourself a wage for the month

In-depth cash management

Any “borrowing” from the business has
to be paid back in 5 days and vice versa

Accounts receivable management

Only give credit to customers if prior
credit purchase has been paid off first

Increase savings and reduce impulse
purchases

Physically hide savings in places that
are difficult to get to




Improving the financial heuristics
training product

Phase 2 Phase 3
- Mobile Phone - Mobile Phone
- India - India & Philippines

- MFI: Janalakshmi Janalakshmi
Financial Services,
India




Features of the Mobile Platform
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Business Missed call Expert
Training Service advice

- Users receive - Users can record - The questions
business advices their questions, posted by users
on the phone in messages and were answered by
their preferred feedback team of business
language on a experts

weekly basis.
_ - Browse through
Indian languages previous messages

Hindi,  Kannada and answers to their

and Tamil ) questions.
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Characteristics of the sample

Distribution of participants by Industry types

M Trade

(o)
Male (51% Female (49%) 26%

M Service

' Manufacturing

Business owners were all business loan clients of Jana
Lakshmi Financial services.

Loan size ranges from Rs. 50,000 to Rs.2,00,000 (750% to
30009%) )



Modules covered in Phase 2




Face to Face on Boarding

Cash separation Handout

Business
Income

¢ Cash from sale of
products

* Customers paying
outstanding credit

Business
Expenses

¢ Salary to workers

¢ Store repair &
maintenance

¢ Stock purchase

¢ Rent forthe shop

* Shop expenses

¢ EMI for business
loan

® Loan payments to
friends/relatives

Household

Salary to Self £ =Weekly household expenses
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Household Income

* Income from spouse/
children

« Gifts from family
members/relatives

Household
Expenses

Groceries

¢ '3“ Clothes
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House rent,loans
Electricity Bill

Phone recharge

Fuel cost

' Travel costs
—

| TV J§ Entertainment

= Expenses

School fees

Festival expenses

Step 1. Enumerators introduce users to the three steps of cash separation
Step 2. Handover - Cash Separation visual aid
Step 3: Demo of the mobile platform




Sample Rules of Thumb Mobile Messages

“Now that you have two places for the cash, the
second step is the following: You need to know how
much money gets into the household drawer? For
this, at the beginning of each week take a fixed
amount of money for the weekly house hold
expenses from your business drawer and put it into
the household drawer. This is like paying you a
salary from the business every week.”




Some findings from the study
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2 | Listenership
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ISsteners I p P = of msg heard on average if call picked up on day 3




Some findings from the study
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Listening pattern by different
training modules

40
1

20
Il

I Cash Separation I Credit
I |nventory Management [ Supplier Management
I Marketing I Frofit Calculation

Listening pattern across industry
types and training modules Trade Contract Work Senvice Manufacturing

I Cash Separation I Credit
I nventory Management [ Supplier Management
P Marketing I Frofit Calculation




Key takeaways to partners

- Easy to operate

Scalab| I |ty * Less human resources required

* Voice messages delivered to multiple customers at the
same time(preferred time )

- - » Content can be fine tuned based on the target group
Personalization

» Timely feedback and suggestions

COSt * Cost of sending voice call vs visiting clients or conducting
classroom based trainings

EffeCtlveness « Effective monitoring and tracking

* Client engagement

Other Beneflts « Provide timely information

* Other follow- ups / reminders
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MOBILE CONSULTANT

Policy Challenge Product Design

MSMEs" benefit from Financial
Literacy Training but design is crucial
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Formal training infeasible

Formal training has little impact on
businesses

* MSMESs: Micro, small and medium enterprises

Policy Implication

/" Knowledge and adoption of financial and

management practices
/' Business Outcomes - investment,
revenues, employment

/" Welfare outcomes - sensitivity to risk,

consumption

/" Effect on Peers - Information spillover

and equilibrium effects

< John Arun
| FM R Project Manager

john.arun@ifmr.ac.in | www.ifmrlead.org

Intervention:
Mobile based
training platform for
MSME owners in
Treatment group

1200 MSMEs each

- 49% Industry Types
* women 26%
m Trade
L 51% 58% Services
w men 16% B Manufacturing
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