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You know what? Because of globalization

and technological development we
are now able to bring together the best solutions
from around the world! We can share the lessons
from the pension solutions implemented in the
Netherlands over the past 50 years. And we have
experience with different micro pension schemes.
These may help you finding answers to your
country’s social and financial challenges.
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WHO ARE WE?
•

•
•

Beryl van Andel: I am a passionate and critical sparring partner who delves
deep to gain insight and create new possibilities. I love simple solutions for
complex problems! Caroline thinks that is because of my technical
background…. I studied architecture at the Delft Technical University. But I
spend most of my working life in finance and investment. Recently, I
specialized in digital finance and mobile payment solutions. So many
innovation going on!
Caroline van Dullemen: in the last ten years, I have been seized by the
consequences of the demographic transition as a global phenomenon. My
focus of work has been around this Politics of Ageing. I obtained my Phd this
year on research on aging in emerging countries.
Robert Timmer: I have been in the pension sector for almost all my life!
Since I am curious, I get enthusiastic about innovation. But I am also result
driven and I see the changes needed in the financial services industry to
make financial products available for anybody.
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IT’S AGING, STUPID!
You might remember the slogan, “It’s the economy, stupid!” from President Bill Clinton’s successful
election campaign. And no doubt, the economy influences our lives to a large extent. You probably
won’t be surprised to learn that there is a close connection between demographics and the
economy. Today one in five people is over 60 years of age.* By 2050 this proportion is expected to
have doubled.
We are approaching the first time in world history that there will be more people over 60 than
children under 14. And by then, 80% of people over 60 will be living in Asia, Latin America or
Africa.

In most cultures caring for the older generation has always been the adult children’s responsibility.
They were expected to provide food, shelter, clothing, and medical care for their aging parents. But
this system has been breaking down in recent years due to shifting demographics. What does this
mean for the future?
*The UN defines “older people” as being 60 years or older
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• Declining birth rates and increased longevity have created a large older population with fewer
offspring to care for them.

• Urbanization and migration have led to an aging population whose adult children are less likely to
live in close proximity. These changes in the global population mean that the older generation can
no longer rely on their adult children for support.

• Over half of the older population worldwide currently lack income security (ILO, 2014). And the
United Nations estimates that unless action is taken, more than 1.2 billion older people will be
without access to a secure income by 2050.

These staggering figures are why we shout, “It’s aging, stupid!”

7

•

•

MICRO PENSIONS:
A SOLUTION TO OLD AGE POVERTY

•

So, what kinds of actions are required? The one most important
action is saving. Especially for informal sector workers who are
not covered by social security at all or are not covered enough.

Both as individuals and collectively as a society we must save
to prevent a massive increase in old age poverty. And we
should organize saving in a smart and effective way so that it
stays affordable.
In this e-book, you will learn about micro pensions, what they
are and how to implement them in your organization. Because
you recognize aging is becoming a problem in many countries
we offer you seven super strategies to successfully implement
micro pension schemes on a large scale.
Now, let’s get started with the first strategy!
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First Strategy:
Converting informal savings into smart savings
It’s true that people have always found informal
ways to save. People plant trees, build houses,
collect golden bracelets or hide money in secret
places. You may have heard of the very popular
informal saving groups, Rotating Savings and
Credit Associations (ROSCAs).
This is not yet smart enough…

9

More about Informal Savings
• People also save as a form of insurance. As an alternative to banks and insurance companies, grassroots
groups administer an informal fund to meet emergency situations.

• Associations made up of hundreds of people who share family membership, friendship, or affiliation by
employment contribute money to a joint fund that is paid out when needed for mutual aid.

• Often these groups start to provide financial assistance for the burial of the dead, but they often evolve
into associations that offer more financial services for their members.

Here we see the roots of the microfinance movement!
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SMART SAVINGS
• If people are already saving, then what’s the problem? If we want to ensure large funds are
available as pensions for old age, informal schemes are not enough!

• Informal savings schemes may have worked well enough in the past, but they’re not resilient
enough to provide for the long-term needs of older people in light of the demographic shifts we
covered in the last section.

• In order to provide substantial support across later life, savings need to be invested to yield
interest.

• Long-term financial planning, investment, and savings and liquidity management require
organization that moves beyond informal savings and into smart savings!
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• A state pension scheme is the first pillar of a robust
pension system!

WHAT ABOUT
SOCIAL SECURITY?

• Fortunately, social protection for older people is on its
way. Almost 100 countries already have introduced a
social pension in their countries.

IT’S NICE IF YOU CAN GET IT!
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The Three Pillars of A Robust Pension System
STATE FUNDED

EMPLOYER FUNDED

PRIVATELY FUNDED

First Pillar

Second Pillar

Third Pillar

A pension scheme provided as part of a
formal employment contract.

A pension made up of personal and joint
household possessions, including private
savings, home ownership and land.

A state pension scheme mainly paid with
tax money.
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WHEN THE FIRST PILLAR FAILS
In many countries, state pensions fail to cover a large
percentage of the older population with a sufficient income.
State pension coverage fails for all kinds of reasons,
including a failure to educate people on pensions,
complicated registration procedures, and even government
corruption.
In countries where state pensions fail to fully support the
older generation, most informal workers end up totally
dependent on their own savings. This underlines the
urgency of developing sound micro pension schemes that
will support them in later life.
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Second Strategy:
Have your cake and eat it too

The answer is a two-tier concept. Every deposit
will be cut in two according to a certain
percentage.

Why do people save? They save to budget for
medium-term needs—school fees, house
maintenance—and they save to be able to deal
with shocks- health problems, theft, and
environmental disasters. People want their
saving to be as liquid as possible so that their
money is not dedicated but instead has the
potential to fulfil different needs.
How do we combine this demand for liquid
savings with the concept of pensions where
money is put away for a longtime?
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Two-Tier Savings
By combining these two accounts, clients will gain peace of mind because

• they will know their money is safe with your organization and it will yield interest, and
• at the same time, they can access their money in case they need it.

It is a smart way to develop a savings product that gives people peace of mind that they will have
the money they need in both the medium- and long-term.
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Third Strategy:
Start digitalizing yesterday
People are often not willing to pay for financial
services because they find the costs too high.

And they are not willing to save when a bank
feels like a black box where they cannot see the
amount of money they have saved.
Finally, dealing with money requires the utmost
carefulness and precision.
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• All three issues can be addressed through proper digitalization, which is optimized through
security mechanisms, such as (4 eyes principles, double signatures, biometric identification).

• Through digitalization, micro pensions become affordable for workers in the informal sector.
• Only then are micro pensions a viable alternative to existing solutions.

The good news is that modern technologies make digitalization possible
for organizations around the world!
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Fourth Strategy:
Rally the regulators
Micro pensions are the next big step in Financial
Inclusion.

Micro credit and micro insurance are well
enough established that many countries have
already enacted regulations in these areas.
But micro pensions are new, so your country
probably has not developed regulations around
this new financial product.
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• As an early implementer of micro pensions, you might be able to influence the regulatory process.
• You may be able to get permission from your country’s regulatory body to set up a feasibility study
or a pilot project. These might be the easiest first step to engage with regulators.

• Getting outright permission for an entire new product will be more complicated. Permission for a
new product requires debates and information exchange.

• Engage your regulators early to learn whether rules are already in place or are being created. If
not, you can help put the pieces of regulation together.

If you’re lucky enough to be the first institution on scene to propose micro
pensions, you’ll have the advantage of influencing regulators from the beginning.
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Fifth Strategy:
Be 1000% effective in your marketing
• Marketing is a well know activity in traditional financial institutions, but far less so in pension
companies or provident funds.

• You will use marketing to establish a brand that radiates trust for your micro pension scheme.
Mass marketing to potential clients can be used to establish your image as a trusted expert.

• If by any chance, your organization does not have those market tigers in-house, please consider
outsourcing the marketing.

Since communicating that “It’s aging, stupid!” is a serious challenge, you should
use marketing to make it exciting to save for pension!
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• Micro pensions are new. Very few people know about
the benefits, yet. You have to tell your potential clients
about your product, offer them your solution, and
gather their feedback.

MARKETING
KEEPING IN TOUCH WITH
21ST CENTURY CLIENTS

• Micro pensions are based on voluntary deposits. Saving
on a regular basis does not come naturally, so you
need to motivate your clients. Educate them about the
benefits of saving and remind them to do so regularly.

• How do you communicate with fishermen, market
ladies, taxi drivers or basket weavers?

• Text messages, financial education, and gathering
feedback are all part of marketing!
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Sixth Strategy:
Create an Olympic synchronized swimming team
Having come this far, you are prepared to
innovate and to become a game changer in your
sector! But this does not necessarily mean that
your colleagues are as motivated as you are.

Find like-minded colleagues in your organization,
and network to find specialists with the skills
you need. Working with a team of experts who
are all enthusiastic about micro pensions will be
more than just efficient. It will be fun!
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Seventh Strategy:
Test. Test. Test.
Micro pensions are still new. How do you think the first iPhone was developed? By testing a
prototype, and testing the next improved prototype, and testing the next even better prototype
after that… All based on feedback from clients!
Welcome feedback from within your team, organize focus groups, and engage beta testers. The
more feedback the better! Organize feedback loops at every step of your processes so that you get
the right information to help you develop an attractive offer for a large client base.

Incorporating timely client feedback will help you to accomplish your goal:
supporting informal workers to save to reduce the risk of old age poverty!
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What’s Next?
We developed these seven strategies while working
for financial inclusion professionals on the forefront of
micro pension development. And behind each strategy
is a wealth of knowledge we would love to share with
you!

Please visit our website to find out more:

www.successfulmicropensiondesign.com

Caroline van Dullemen, PhD

Beryl van Andel, MSc

Robert Timmer
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