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Abstract: This paper addresses the concept of financial literacy in Islamic finance and suggests
a methodology to elaborate an effective Islamic financial literacy policy (IFLP). Based on a lit-
erature review, the paper summarizes the conclusions of studies and surveys conducted in the
field of conventional financial literacy while identifying the specificities of the Islamic finance
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Introduction

The ‘Financial inclusion’ concept is generally defined as the process of bringing the
different segments of people under a single roof of the financial system (Dinaband-
hu and Debashis, 2018). Definitions focus more on the quantitative aspects of the
process and neglect the way it can connect people to adequate opportunities in the
formal economy.

Indeed, financial inclusion can lose its meaning and relevance if its initiatives
are not targeting real impact on the daily life of people or if people accessed to
inappropriate financial services and instruments. This will add to poverty, indebt-
edness and thus will lead to financial and economic exclusion due to an unbalanced
economic behaviour.

From this perspective, financial inclusion strategies should care about the way
people will get access to financial services as well as economic opportunities and
the means to keep them as long as possible in the financial system. Therefore, fi-
nancial inclusion strategies should cover aspects related to financial education and
assistance of people to make sure that they have the necessary aptitude to take ad-
vantage of the system in a way that will provide them with appropriate opportuni-
ties serving their interests. These aspects constitute the financial literacy concept.

In most of the definitions, the financial literacy (Lusardi & Mitchell, 2014) con-
cept covers the financial education, the ability to take advantage from the financial
instruments and services and the financial behaviour. Moreover, a financial literacy
policy is supposed to support the financial inclusion efforts (Cole, Sampson & Zia,
2010; Lusardi & Mitchell, 2007; World Bank, 2009) but also the financially included
people that would like to move to more complex financial instruments.

From another perspective, most of the literature focused on the outcomes of
financial literacy policies (measurement, impact on financial inclusion, impact on
the financial behaviour of people) and only few research papers adopted a qualita-
tive approach to understand the way a financial literacy policy shall be conceived to
reach the expected outcomes.

From the Islamic finance perspective, some authors put forward the specific
concept of Islamic financial literacy’ to emphasize on the specificities and dimen-
sions of such approach in a Shariah compliant universe. Moreover, the literature
covered other subjects such as the measurement of the Islamic financial literacy
and its impact on the financial behaviour of people. Nevertheless, the qualitative
approach related to the elaboration of an Islamic financial literacy policy is still not
covered in a comprehensive way by the existing literature.
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This paper focuses on the qualitative aspects of the Islamic financial literacy
and suggests a standardized approach to elaborate an efficient policy based on the
specificities of Islamic finance and the key success factors related to financial liter-
acy in a conventional context.

In the first part, the paper presents a summary of the literature review related
to financial literacy in conventional finance and the main concepts and guidelines
for the Islamic financial literacy concept. The second part of the paper explains the
research methodology and the main principles guiding the elaboration of an Islamic
financial literacy policy for Islamic financial institutions and financial authorities.

Literature Review
The Financial Literacy Concept

In literature, financial literacy definitions vary from one author to another (Hung
et al., 2009) but they generally cover two main aspects. First, some authors link
financial literacy to financial knowledge (Hilgert et al., 2003) or to the knowledge
of basic financial concepts (Lusardi, 2008). Secondly, other authors define financial
literacy as the ability to evaluate the new and complex financial instruments and
make informed judgments (Mandell, 2007) or as the ability of people to use the
knowledge they have learnt (Moore, 2003).

Nevertheless, both aspects do not contradict each other and financial literacy
can be defined as the knowledge of basic economic and financial concepts as well
as the ability to use that knowledge and other financial skills to manage financial
resources effectively. (Hung et al., 2009). Therefore, financial literacy is a three-step
process that relies on financial education, financial skills improvement and finan-
cial behaviour adjustment.

Moreover, the aim of financial literacy may depend on the income level of the
country (Xu & Zia, 2012). In high-income countries, financial literacy is supposed
to address complex financial instruments and reinforce the consumer protection
system. In low-income countries, the financial literacy content is more focused on
inclusion and increasing access to basic financial instruments.

The Outcomes of Financial Literacy

In literature, authors covered a wide range of topics related to the outcomes of fi-
nancial literacy (FL) starting with the measurement of its level in a specific context,
its impact on the financial behaviour of people and their ability to protect their
interests and rights.
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In terms of Financial Literacy Measurement, the strategies adopted are mainly
based on Knowledge Self-Assessment tests or Performance tests and are covering
four main areas (Investment, Debt, Savings and Numeracy) (Hung et al., 2009).
These strategies assume that financial literacy measures may have a strong predic-
tive power of consumers’ intentions and that consumers turn immediately their
intentions to actions. Moreover, there is a belief that financial literacy can improve
the ability of consumers to protect and increase their welfare in the financial mar-
kets and systems. Nevertheless, this belief relies more on theory rather than on
empirical surveys or evidence (Willis, 2009).

From another perspective, literature showed that in High-income coun-
tries, financial literacy is correlated with retirement planning (Bucher-Koenen &
Ziegelmeyer , 2011; Fornero & Monticone, 2011; Lusardi & Mitchell, 2011) sophis-
ticated investment behaviour (Abreu & Mendes, 2010), debt and mortgage while
that in low-income countries, surveys showed that financial literacy is correlated
with having a bank account and an insurance product (Xu & Zia, 2012).

Policymakers always cite a number of surveys that claim the efficiency of fi-
nancial literacy. Nevertheless, there are several problems to overcome in terms of
research design and statistical technics such as data reliability, controls on condi-
tions, validity measurement and interpretation of results (Willis, 2009).

Moreover, research neglects the qualitative aspects such as the way content
and design of courses that can impact the efficiency of a financial literacy policy,
the delivery formats of financial education, the most effective manner of target-
ing different populations and the way female entrepreneurship can be improved
through different programs of financial literacy (Xu and Zia, 2012)

The Qualitative Approach of Financial Literacy

The qualitative approach of financial literacy pays particular attention to three
major aspects: the targeting strategy, the content and format of delivery and the
program evaluation.

In terms of targeting strategy, research showed that mistakes are more com-
mon for low-income and less educated households (Martin, 2007) and that needs
in terms of financial education differ from high-income to low-income countries.
Therefore, it is recommended, for low-income countries, to identify and target vul-
nerable populations (such as women, minorities, youngsters), rely more on raising
awareness rather on numeracy skills and finally leverage social networks and peer
effects (Xu & Zia, 2012) while adopting various nudging technics to assist people
in their financial decisions (Taler & Sustein, 2009).
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In terms of content and format of delivery, the financial literacy programs, for
high-income countries, shall take into account the specificities of the context and
should cover a wide range of topics such as retirement planning, savings, home-
ownership, credit use and any other relevant topic. In low-income countries, these
programs shall focus on both awareness and numeracy skills. They shall be con-
ducted in face-to-face sessions in a classroom with a counsellor or by any other
relevant means (Xu & Zia, 2012).

For the program evaluation aspects, the improvement of the effectiveness and
the measurement of the impact of financial literacy programs require evaluations
and continuous assessment to be included as a major component of these pro-
grams (Hathaway & Khatiwada, 2008)

Islamic Financial Literacy Specificities

Abdullah and Anderson (2015) defined Islamic financial literacy as the stock of
knowledge that one acquires through education and/or experience specifically re-
lated to essential Islamic finance concepts and products. However, the scope cov-
ered by Islamic financial literacy is expected to be wider and should include be-
havioural aspects.

Rahim, Rashid and Hamed (2016) defined Islamic financial literacy as the abil-
ity of a person to use financial knowledge, skill, and attitude in managing financial
resources according to the Islamic teachings. As a matter of fact, the Islamic teach-
ings are the only additional aspect in this definition compared to conventional fi-
nancial literacy. Nevertheless, the Shariah dimension is not the unique specificity
of the Islamic financial literacy.

Setiawati et al. (2018) defined Islamic financial literacy as the ability of a per-
son from aspects of knowledge, attitudes and behaviour of Islamic finance to man-
age finances based on Islamic financial principles.

Islamic financial literacy covers aspects related to knowledge, skills and be-
haviours in managing financial resources effectively in line with Shariah principles.
In terms of Islamic financial literacy measurement strategies, they are identical
to those in the conventional financial literacy. Indeed, they are based on knowl-
edge assessment tests covering Islamic financial products and concepts including
Shariah principles underlying them (Zaman et al., 2017; Setyowati et al., 2018).

Genesan et al. (2020) added the understanding of Arabic language as a new
dimension to Islamic financial literacy measurement. In fact, most of Islamic banks
in non-Arab countries use Arabic terms when developing a new product or a brand
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name while most people in these countries are not familiar with Arabic. Therefore,
including Arabic terminologies in testing the knowledge of people and measuring
the Islamic financial literacy effectiveness seems to be relevant.

Zaman et al. (2017) demonstrated that Islamic financial literacy is an import-
ant indicator of adoption of Islamic banking in Pakistan. Hence, the slow level of
adoption is justified by the lack of awareness and education among the masses. The
authors recommended an increase in education and in financial literacy to improve
customer services quality and the Shariah credibility of Islamic banking services.

A similar study conducted in the UAE Market (Albaity & Rahman, 2019) found
out that Islamic financial literacy is negatively linked to the intention to use Islamic
banks. According to the study, when literacy alone increases, the intention to use
Islamic banks decreases but when associating it to attitude towards Islamic banks,
then, the link becomes positive. Therefore, Islamic financial literacy is not enough
to encourage the adherence of people to Islamic finance.

Literature Review Gap

The literature related to Islamic financial literacy focused more on measurement
aspects and customer perception towards Islamic financial products and institu-
tions. Indeed, the qualitative aspects were neglected such as the content relevance,
the delivery formats, the literacy targets, the financial behaviour and many other
qualitative aspects.

It is worth noting that the conclusions and recommendations issued by re-
search papers in conventional financial literacy are still valid in the context of Is-
lamic financial literacy if and only if the specificities of the Islamic finance industry

are taken into account.

The aim of this paper is to address the qualitative aspects of the Islamic financial
literacy based on the conclusions of the financial literacy literature related to qualita-
tive aspects while taking into account the specificities of the Islamic finance industry.

Research Methodology

The objectives of this Research paper are to conceive a standardized methodology
that takes into account the outcomes of literature review related to qualitative as-
pects of conventional financial literacy as well as the specificities of Islamic finance
in order to elaborate Islamic financial literacy policies adapted to the requirements
and expectations of both customers and Islamic financial institutions. The Re-
search methodology adopted is as follows:
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Figure 1
Research methodology of the paper

Identification of Qualitative aspects Identification of the specificities of

of financial literacy Islamic finance

v Targeting strategies v" Segments of people to target
= v" Content development and (inclusion, migration)
-E context requirements v Content development
] v Delivery formats (Shari’ah and Arabic)
) v' Measurement and v’ Measurement and
% continuous evaluation continuous evaluation
3
NS

The main aspects and principles to take into
account when elaborating an Islamic financial
literacy policy

A standardized approach to elaborate an
Islamic financial literacy adapted to the
expectations of the different stakeholders.

Source: Author’s own

The Specificities of Islamic Financial Literacy Policies

The specificities of the Islamic financial literacy policies all come from the charac-
teristics of the Islamic finance industry itself in terms of segments and targets and
in terms of its commitment to comply with Shariah principles.

Segments and Targets

Generally, Islamic financial institutions are dealing with four different profiles of
people that may be interested in Islamic finance (Tahiri Jouti, 2018):

Profile 1: People who do not have a bank account and reject all the conventional

financial instruments due to religious concerns.

Profile 2: People who have a bank account with a limited use of basic services
and reject all the other conventional financial products and services due to reli-
gious concern. Hence, this profile subscribes to basic services because it is obligato-
ry to have them to receive a wage or to start a business.
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Profile 3: People who use conventional financial services without any restric-
tions but preferring to subscribe to Islamic financial products once available.

Profile 4: People who use all the conventional financial products and services
but would choose to convert all their financial commitments to Islamic financial
products.

The Islamic financial literacy policies shall have three main approaches to tar-
get the four profiles cited above:

The first approach aims at promoting financial inclusion (profiles 1 and 2).
From this perspective, Islamic financial institutions target the self-excluded people
for religious concern and people who are using basic conventional financial services
and would like to have a Shariah compliant alternative.

The second approach aims at assisting people (profiles 3 and 4) that are already
included in the conventional financial system but need to move to the Islamic fi-
nancial products. These people have already commitments with conventional fi-
nancial institutions and would like to subscribe or to convert their commitments
to Islamic financial institutions using the available mechanisms. From this per-
spective, Islamic financial literacy should focus on migration mechanisms and re-
quirements that are very different from those of financial inclusion.

An Islamic financial literacy policy shall take into account this category of peo-
ple and to prepare adequate mechanisms and instruments for financial migration.

The third approach targets people that are already included in the system but
need to move from one level to another. For instance, a customer, that started his
business with a microfinance company, sees his activity growing and requires more
funding. Thus, he has to be upgraded from a micro-finance beneficiary to a bank
customer. Thus, targeting this category aims at making the financial upgrade pro-
cess more fluid and successful.

Overall, a financial system should offer people adequate opportunities to be in-
cluded and upgraded from a level to another while meeting the personal and busi-
ness requirements in terms of funding and financial services. Figure 2 presents the
different targets of Islamic financial literacy policies.
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Figure 2
Different targets of Islamic financial literacy policies

Capital Markets Islamic Capital Markets
(3)
Banking & Insurance
(3)
; Islamic Micro-finance &
Micro-finance &
B Islamic Debt based
SR (3) Crowdfunding
@
Mobile payments & Nano- Islamic Mobile payments &
finance Nano-finance
@
(1) Financial inclusion flows (2) Financial upgrade flows (3) Financial migration flows

Source: The Author’s own

Islamic Financial Literacy Dimensions
Shari’ah dimension vs. Financial dimension

From the Islamic financial literacy perspective, the initiatives shall accompany
people to take advantage of the available instruments and improve their financial
behaviour while complying with Shariah principles. Figure 3 presents the expected
output related to Islamic financial literacy initiatives.
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Figure 3

The expected outputs related to Islamic financial literacy initiatives
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The cases in figure 3 are explained below

Case 1: The Islamic financial literacy initiatives are not supposed to focus on
Shariah matters only. They have to provide people with a deep understanding of

the financial aspects that can lead to a licit profit and thus to the development of
wealth and Shariah compliant businesses.

Case 2: Based on the international Shariah standards and best practices, illicit
profits are cleansed and generally, they are donated to charities. In this case, Busi-
ness developed is not Shariah compliant and without any wealth creation.

Case 3: People conducted a Shariah compliant business but generated a loss
due to the misconduct or misunderstanding of the business requirements or the

financial instruments. Obviously, wealth is not created but at least a Shariah com-

pliant business was implemented. In this case, the focus should be oriented to the
financial and business dimension in the financial literacy efforts.

Case 4: People conducted a Shariah non-compliant business that generated a
loss. Therefore, all the Islamic financial literacy dimensions need to be activated.
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The Additional Dimensions of Islamic Financial Literacy

In addition to the financial and Shariah dimensions, Islamic financial literacy ini-
tiatives shall include all the secondary dimensions that would help in achieving the
predefined objectives. In fact, the list of complementary dimensions is not limited,;
it is enriched based on the main trends and orientations shaping the industry.

For instance, the technological dimension is very important since most of the
successful initiatives related to financial inclusion are based on FinTech (Dinar
Standard, 2018). It is true that technology is not a purpose in itself but the techno-
logical literacy is an efficient means to help people access and use financial services.

From another perspective, as part of the global financial system, Islamic finan-
cial institutions are supposed to meet the United Nations’ sustainability develop-
ment goals (SDGs)". Therefore, raising the awareness of people towards sustainable
development is a prerequisite to achieve the different targets and goals. Finally,
Arabic terminologies need to be explained to non-Arab people in order to get used
with the products and services.

Overall, Islamic financial literacy shall focus on not only the purposes but also
the means and instruments that contribute to reach them.

Islamic Financial Literacy Objectives

For Governments and Financial Authorities

Financial systems should be accessible and should include upgrade mechanisms
in order to contribute to the sustainable development of the country. Therefore,
implementing the necessary infrastructure without a comprehensive financial lit-
eracy policy would not guarantee the efficiency and effectiveness of the financial
system. From an Islamic finance perspective, elaborating and implementing Islam-
ic financial literacy policies aims at:

Encouraging the growth of the Islamic finance industry: As per conventional
financial literacy strategies (Richardson et al., 2007), a comprehensive Islamic fi-
nancial literacy policy would enhance public confidence in the industry from both
the financial dimension and the Shariah credibility dimension. Nevertheless, it
goes without saying that even with an Islamic financial literacy, detractors of the
industry would exist from both groups:

1 For further details, please visit : https://www.un.org/sustainabledevelopment/sustainable-develop-
ment-goals/
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1.Those who believe that religion does not have to interfere with economics
and finance.

2. Those who would always adopt Shariah orientations different from the
Shariah boards.

Nevertheless, an Islamic financial literacy policy would increase the positive
impact of the crowd effects while decreasing its negative impact since Islamic fi-
nancial institutions would create their own crowds (Graves, 2013).

Reinforcing the trust of people in the whole financial system and in Government
institutions: For Government institutions and financial authorities, an Islamic fi-
nancial literacy policy is an opportunity to educate people about the orientations
and choices made in relation with the financial system and to explain the relevance
of each choice and decision.

Indeed, Islamic financial literacy would increase the transparency, trust and
understanding of the financial system. Therefore, Islamic financial literacy courses
could be recommended in schools and universities.

For Islamic financial institutions
An Islamic financial literacy policy would help them in:

Attracting more customers: An Islamic financial literacy policy targeting self-ex-
cluded people (especially in case of distrust and lack of documentation) and people
that would like to migrate to Islamic finance would bring more customers to Is-
lamic financial institutions. Thus, it will help matching the offer of products to the
customers’ needs.

Preparing tomorrow’s customers: Most of studies showed that the level of finan-
cial literacy among the youth is low across most parts of the world (Garg & Shveta,
2018). Therefore, the financial literacy policy shall be oriented to the youth in order
to provide them with the necessary skills and aptitude to take advantage of the
Islamic finance instruments.

Reinforcing Shariah governance of the Islamic financial institutions: As per the
link between consumer protection and the level of financial literacy (World Bank,
2009), providing adequate education and assistance to the different segments of
customers would add a new level of Shariah internal control. Indeed, the customers
would be part of controlling the Shariah compliance of the processes and would
prevent the cases of Shariah noncompliance.
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Elaborating an Islamic Financial Literacy Policy

Based on the literature review conclusions and the specificities of Islamic finance, the
elaboration of an Islamic financial literacy policy should respect the following steps:

Figure 4

Elaboration methodology of an Islamic financial literacy policy

Identifying the

|
I
segments |
I
Targeting phase Identifying the rational !
° financial behaviour ‘to “Segment / Target’ the instruments and
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|
|
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|

i
I
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|
|
|
d TFL Impact IFL Policy
| Measurement Implementation
|
|
|
|

|
° Instruments phase |
|
|

Source: Author’s own

An explanation of figure 4 is as follows:

Planning and targeting phase

The targeting phase consists of selecting the segments and the targets of people to
address in the Islamic financial literacy policy.

Step 1: Selecting the segments

The first step consists of selecting the segments to be addressed. The policy
makers shall draw the profile of each segment in terms of:

Needs: the expectations of each segment in terms of learning, financial ser-
vices, financing formulas and investment characteristics. Mapping the needs is not
limited to the products but should be extended to the quality of service, innovation
and social impact of the institution.

Behaviours: in terms of spending, lifestyle, religiosity and standard of living.

Financial potential: the policy makers shall estimate the profitability of the
segment and the evolution that would occur in terms of needs and behaviours.

The segmentation should also include third parties in the Islamic finance eco-
system such as administrations, real estate developers, intermediaries or brokers,
etc. The aim is to provide them with sufficient understanding to facilitate the trans-
actions and the relationship with them.
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Examples of segments:
1. Youngsters
2. Small and Medium enterprises

3. High Net Worth clients

Step 2: Selecting the targets

The policy makers shall identify for each segment the categories of targets
-some targets and segments cannot match together-. For instance, targeting financial
inclusion flows related to Small and Medium Enterprises is not consistent since all
the businesses have already access to, at least, basic financial services. Therefore,
Islamic financial literacy policy makers shall target financial migration and upgrade
flows. Table 1 presents an example of segmentation.

Table 1
Example of segments / targets

Segment 1: Segment 2: Segment 3 :

Example Young people SMEs HNW Customers
Target 1 : Inclusion flows v x X
Target 2 : Migration flows x 4 v
Target 3 : Upgrade flows v v x

Source: Author’s own

Step 3: Identifying the rational financial behaviour

For each ‘Target/ segment’, policy makers shall define the expected outcome
of the Islamic financial literacy initiatives and policies. The aim is to define the
rational financial behaviour to inculcate to people. Table 2 presents an example of
rational financial behaviour targeted in an Islamic financial literacy policy.
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Examples of rational financial behaviour per segment / target
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Young people x

inclusion flows

Young people x
upgrade flows

SMEs x
Migration flows

SMEs x Upgrade

flows

HNW x
Migration flows

« Encouraging

« Preparing people

« Encouraging

« Encouraging

« Encouraging

people to for the next steps SMEs to move very small High Net
select Shariah of life to make the  to Islamic business worth people
compliant right financial finance dealing with to move
careers and decisions in line throughout Microfinance to Islamic
investment with Shariah a smooth institutions investment
opportunities in principles. process. to move to instruments.
the future. . . Islamic banks .
+ Encouraging + Encouraging . + Encouraging
« Encouraging people to use Shariah and Islamic HNW to

capital market

young people advanced Shariah  compliant and . contribute in
. L. instruments. .
to manage compliant social impact Social impact
their spending financial services industries. « Accompanying financial
according to and instruments . rowing SMEs instruments.
. g . + Enhancing the g ,g,
their revenue. to fulfill their . . to optimize
Islamic ethics ! .
. needs. . . their financial
« Encouraging in business. .
. decisions.
people to deal « Encouraging
with Islamic entrepreneurship « Enhancing the
financial and initiatives Islamic ethics in

institutions
and to take
advantage of
the financial
instruments

as it is an Islamic

principle.

business as well
as sustainability
practices.

Source: Author’s own

Instruments phase

The instruments phase consists of selecting the dimensions to include in the Islam-
ic financial literacy policy as well as the instruments and techniques to implement.

Step 4: Identifying the dimensions for each segment / target

Based on each segment / target / rational financial behaviour, policy makers
shall identify the dimensions to integrate and the way these dimensions should be
addressed. Table 3 presents the dimensions to cover depending on the segments
and targets.
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Table 3

Dimensions per Segment / Target / rational Financial behaviour

Young people  Young people SMEs x SMEs x HNW x

Dimensions x inclusion x upgrade Migration =~ Upgrade  Migration
flows flows flows flows flows

Shari’ah dimension v v v v v
Finance dimension v v v v v
Tfechnollogy v « « « «
dimension

E.ntrepr.eneurshlp « Vv » Vv »
dimension

Ethical dimension x x v v x
Sl.,lstain.ability » . » 9 v
dimension

Source: Author’s own

For the Shariah dimension, there are two categories of people to address:

1. The first category: those who would subscribe Islamic financial services just
because they are in line with Shariah principles. This category of people would not
go forward in the process of challenging the formulas implemented.

2. The second category: those who would need to understand the reasons be-
hind banning some of the conventional practices. For this category, a ban should
have an economic impact; otherwise, it is a nonsense. Moreover, the impact could
be micro-economic (impacting the individuals) or macro-economic (impacting the
society).

Indeed, an Islamic financial literacy policy focusing on the Shariah dimension
should focus on the two categories of people.

Step 5: Identifying the instruments and techniques for each segment / target / dimension

For each segment, target and dimension, policy makers shall identify the in-
struments and techniques of Islamic financial literacy to adopt for both financial
education and financial assistance. The financial education consists of pedagog-
ical content presenting the concepts, philosophy, processes and the impacts ac-
cording to the targets and segments to serve. The financial assistance consists of
techniques and instruments elaborated to help people in making optimal financial
decisions. Table 4 presents an example of instruments and techniques to provide.
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Example of Techniques and Instruments for ‘Young segment / Inclusion flows target)
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Young people

Dimensions

Shariah

. . Finance dimension
dimension

Technology
dimension

Encouraging people
to select Shariah
compliant careers
and investment
opportunities in the
future.

Education instruments :

+ Cartoons (stories giving more details
about Shariah principles and the rational
financial behaviour)

+ Handbooks (explaining the basic

Inculcating people
the principles related
to Shariah compliant

principles related to Shariah but also the
rational financial behaviour)
+ Coaching sessions in High Schools and

+ Mobile games
(Learning)

+ Facebook pages

2 o universities (Using the handbooks and >
S activities. sharing handbooks and cartoons. IFI can of the_ Islamic
§  Encouraging young comme{’ciali‘ze offers dedicated to teens flniiCl:‘_I
i people to manage and university students) ilns itutions
= ; ) edicated to Young
¢ their spending . . le (sharing all
= accordin ; Assistance instruments: people (sharing a
g to their - - o h Al
revenue + Gamification (Awards for university the contents and live
students, best customer in terms of videos with experts
Encouraging rationality among people, etc.) in the field)
people to deal with + Dedicated spaces for Young people
Islamic financial in the branches (digital corners to
institutions and to interact directly and learn more about
take advantage of the opportunities)
financial instruments  « Special offers for young people
at their disposal
It is understood that the contents shall be adapted to each target and each
segment.

Execution & Measurement phase

Once the segments, targets, dimensions and instruments are defined, the execu-

tion phase is composed of two steps: Implementation and measurement.

Step 6: IFL Policy Implementation

The implementation step consists of setting up instruments and mechanisms

to educate people and accompany them in taking the right financial decisions for

them and for their families. The financial authorities and the Islamic financial insti-

tutions shall take into account the latest trends in terms of instruments and tools.
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In terms of financial education: In general, education and sharing knowledge wit-
nessed deep changes due to the convergence of three sectors (information technol-
ogy, media and telecommunications) and the desire of learners and users to have
more autonomy in terms of the type of information to select, the way and the time
to access it (Nagy & Bernschutz, 2016)

Educational videos seem to be the most efficient and the less expensive instru-
ment. Moreover, they are motivating and they have the power of attraction and can
influence emotions and make learning an interesting journey (Marx & Frost, 1998;
Fisher & Baird, 2006).

In Islamic finance, most of the efforts in financial literacy are focused on educa-
tion through product guides, conferences, Videos, books and booklets.

In terms of assistance: The best way to accompany people in their financial de-
cisions while having control on their behaviours is gamification (Schoech. et al,,
2013). It is the use of game techniques and mechanisms to learn more about the
real market principles and practices (such as the Stock Market competition be-
tween University students in Morocco?) or to achieve a goal such as encouraging
people to adjust their behaviours through rewards.

As per videos, gamification techniques evolved thanks to smartphones and in-
ternet connection. According to statista.com, the global annual smartphone unit
sales to end users in 2018 reached 1.56 Billion with a total number of 2.1 Billion
smartphone users worldwide representing 32,3% of the global population.

Therefore, mobile applications can help people making optimal financial deci-
sions and to adopt a rational financial behaviour through:

1. Budgeting, tracking the spending and avoiding overspending.
2. Getting advice on the investment universe and the various alternatives.
3. Price comparison tools for different kinds of spending.

In practice, these tools and instruments already exist such as Mint, Pocket
Guard, Wally and others. From this perspective, financial institutions can add gam-
ification mechanisms. For instance, every customer using these applications and
who achieves saving targets can get preferential terms for future loans and financ-
ing especially when it comes to housing, education or mobility.
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Step 7: IFL Policy Measurement

In order to assess the efficiency and the effectiveness of an Islamic financial
literacy policy, the measurement indicators shall focus on four main dimensions:

Table 5
Islamic financial literacy measurement indicators

Quantitative Qualitative

Understanding level: the
number of people that understood
correctly the different concepts and

Total reach: the number
Education of people that accessed the
educational content

instruments
Total reach: the number % people with positive
. of people adhering to the behaviour: the number of people
Assistance . s . . .
gamification initiatives and that adjusted their financial
platforms behaviour

The results of the measurement step shall be analysed carefully to update and
upgrade the new initiatives and targets of the Islamic financial literacy policy.

Conclusion

Financial inclusion is about linking people to adequate economic opportunities and
also to the necessary knowledge and education to take advantage of the financial
instruments and services. Therefore, a financial literacy policy should be integrated
as a main component of the financial inclusion strategy.

Most of the literature in this field focuses on aspects such as measurement of
the level of financial literacy for some segments or areas and its impact on the fi-
nancial behaviour and inclusion of people. Nevertheless, few research papers have
discussed qualitative aspects that enhance the effectiveness of a financial literacy
policy in terms of contents, format of delivery and other related aspects.

From another perspective, the introduction of Islamic finance in a market
should be accompanied with an appropriate financial literacy policy that takes into
account the specificities of the local context such as the degree of Shariah awareness,
the Arabic language understanding, the targets and segments of people concerned.

It is worth noting that an efficient Islamic financial literacy can improve the
people’s understanding of Shariah concepts and Islamic finance underlying prin-
ciples. Nevertheless, it will not ensure the adherence of people to Islamic financial
products unless they are in line with their understanding to Shariah and their op-
erational expectations.
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Finally, financial literacy policies should not only focus on education but also
include the skills and the behaviour using new tools and instruments such as finan-
cial technologies and nudging technics.
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