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Introduction 

Managing money has been a topic of discussion for centuries as the idea of obtaining 

currency is what has led to the evolution of technological status. The phrase “financial services” 

was first used in the 1990’s through the Gramm-Leach-Bliley Act which enabled companies that 

operated in the industry in the United States the chance to merge. This action allowed for the 

lessening of government regulations and restrictions of the economy in exchange for greater 

participation of private entities. Financial services are an umbrella term for economic services 

provided by the finance industry, for the particular use of businesses to manage money. These 

services include but are not limited to credit unions, banks, credit-card companies, insurance 

companies, investment funds, government sponsored enterprises and stock brokerages. 

Companies that fall under the term of “Financial Services” are located in economically and 

geographically developed locations and tend to cluster in major financial centers such as New 

York City, London, and Beijing.  

The idea of formal financial services is a complicated one in the sense that no country or 

NGO would morally, ethically, or economically specifically vote against giving full and equal 

access to financial services for all. Unfortunately, the power structure within many LDC’s tends to 

practice unfair and unequal services for all power structure within countries, especially less 

developed ones, where wealth tends to be concentrated only at the top. Getting LEDCs and LDCs 

to actively work together to produce a better result will make sure that EVERYONE has access 

financial services will 1) improve the economy (people will spend more) and 2) will attract business 

investment (domestic and foreign) which will not only sustain he economy, but drastically improve 

it as well. It is in the interest of all delegates to improve fair and formal financial services for all as 

MEDC’s like the U.S don’t have full access to equal and financial services (e.g. illegal immigrants, 

some financial criminals, undocumented aliens). 
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Financial services have had both a major upside to society in terms of an important 

contribution to economic development, but the previously discussed liberalization of financial 

markets in the 1990’s and early 2000s is believed to have led to the 2007/2008 Global crisis. This 

fact very well may be the leading factors in why poor countries have the least developed financial 

systems. In Less Developed Countries (LDCs), foreign and local investment is costly, preventing 

the development of markets. To achieve stability, financial markets require depth, efficiency, 

stability, and most importantly access. These specific terms allow financial markets in different 

countries to be represented and shown on different levels which can be seen in appendices 

below. Depth refers to the idea that financial markets need to be a sufficient size. Access 

discusses the idea to which degree economic agents use financial institutions. Efficiency means 

that financial intuitions are able to delegate financial resources, and facilitate transactions 

successfully. Finally, stability refers to low market volatility and low institutional fragility.  

Around the world, three billion people are living on two and a half dollars per day. These 

families are living without financial tools, and the basic services that enable equal progress in our 

daily life. Without income to sustain themselves in their communities, the ability to access life 

improving products and a better quality of life is drastically lowered. 

 

Definition of Key Terms 

Informal Financial Sectors  

Provides savings and credit facilities for rural areas, low income households and small-

scale enterprises. Also allows for the access to simple and non-bureaucratic credit, and loan 

requests alongside low transaction costs and high repayment rates.  

Formal Financial Sectors 

Ignoring lower income households, and small-scale enterprises in favor of a larger-scale 

literate clientele which can satisfy loan conditions. Including institutions that do not mobilize rural 

savings or small-scale deposits and are selective in their account holders.  

Credit 

is a contractual agreement in which something of value is borrowed and beforehand is 

agreed upon to repay the lender at a later date, typically with interest. Credit also may refer to an 

accounting entry that increases liabilities on a company’s balance sheet or decreases assets.  
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Loans  

Money, material goods or property given to a receiving party in exchange for future 

repayment of the loan value including interest. May be a specific one-time amount, or an open-

ended line of credit.  

Deposits  

Mainly a transaction involving a transfer of funds for safekeeping or a portion of funds that 

is considered security and collateral for the delivery of said goods.  

Collateral requirements 

A piece of property or an asset that a borrower offers to a lender to secure a loan. If the 

repayment of the loan is not fulfilled, the lender has the right to seize the collateral to cover the 

losses.  

Transactions 

An agreement between a buyer or seller to exchange services, goods, etc.  

Investments 

An asset or item that is acquired by a group of people with the goal of generating income 

for the investor. Does not need to be repaid if lost.  

Financial Sectors 

A category of the economy that is made up of firms that provides financial services to 

commercial and retail customers including banks, insurance companies, and investment funds.  

Facilitating Transactions 

A payment made to a public or government official, acting as an incentive to complete a 

specific action. Mobilizing savings: is the need for savings deposit services rather than cred 

through an individual’s life. Allocating capital funds: is a system of distributing financial 

resources to various sectors to increase efficiency and thereby maximize profits.  

Intangibility  

Used in marketing to describe the inability to assess the value gained from engaging in 

activities using tangible evidence.  

Concomitant  

Something that exists or occurs that is connected with something else.  

Tendency to Perish 

Something that is likely to be destroyed or ruined over the course of a period of time.  

People Based Services 



The Hague International Model United Nations 2019| 27th January 2019 – 1st February 2019 

Services in which people, rather than equipment or machinery play a major role in delivery. 

“An example could be how people play a major role in financial planning services.” 

 

Market dynamics 

A basic concept for supply, demand, and pricing economic models.  

Traditional vs. Modern activates 

The traditional approach refers to the subject matter in the academic literature in the 

branch of study while a modern approach refers to economic and environmental factors such as 

technological innovations, industrialization, growth of population and effective utilization of 

financial resources.  

 

Background Information 

The poor 

The poor have the least developed financial systems. These have a tendency to be 

LEDC’s but in some cases, this targets the poor in large urban cities. Financial inclusion efforts 

for the poorest people in the world have been mostly focused on poor in urban settings and has 

found some success. But this has led to a relatively untapped opportunity for formal financial 

sectors to extend its reach to the rural poor. Although challenging, the inclusion of the poor 

communities provides banks and other financial services the opportunity to develop and deliver 

products in new places. The biggest challenge of creating a large enough potential customer base 

can be overcome by the collaboration of NGO’s such as SEEP, CGAP, and Microsave. The 

benefits of this will include the development of positive financial habits such as savings and loan 

replacements, basic educations, and finally community trust and interdependence. 

The problem 

Individuals living in the world’s most challenging economies have been forgotten for a very 

long time. Today, 1.7 billion people do not have access to formal financial services, 56% of those 

being women. Furthermore, more than 200 hundred million micro, and small to medium sized 

enterprises in emerging economies lack adequate financing to thrive and grow in their 

communities. Without the access to fair financial services LDCs will struggle to afford to start a 

business, save for child education, healthcare, and plan for the future.  

Today we live in a society where the majority of MEDC’s nations strive to fix the “big” 

issues both domestically and around the world. But factors that are often overlooked by the 

majority of leaders, news outlets and resources, and even the population are as follows; “1.1 
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billion people do not have electricity, 2.8 billion people live without clean cooking facilities, 

2.1 billion people lack access to safely managed sanitation services,” and finally “nine out of 10 

children between the ages of six and 14 in sub-Saharan Africa will not meet minimum proficiency 

levels in reading and math.” The majority of our lives are filled with the goal of improving our 

already positive life, while there are many who are struggling on a day to day basis to survive.  

Functions 

There are various functions of formal financial services. Firstly, they are a big factor in 

what facilitates transactions in the economy and mobilize savings. In other words, the higher 

amount of debt per capita will facilitate a rise in transactions which will end with the role of banks 

increasing in the economy. This will allow for the ability to allocate more capital funds, monitor 

managers and reduce the transforming risks and enabling them to be carried out by those willing.  

Characteristics and Features of Financial Services 

Financial services can be defined as services that are offered by banking and other 

financial institutions such as but not limited loans, insurance, etc. These services are typically 

concerned with the design and the delivery of specific services to institutions or an induvial who 

are major players in banking, investment real estate assets and insurance. In the end, they are 

able to facilitate transactions of funds to all customers. In order to word these services must be 

Customer Specific, be intangible, concomitant, must be perishable and cannot be stored, 

proactive to visualize the market trend and are people based services. This allows for there to be 

a genuine link between investor and borrower.  

Types 

Capital market services – consist of term lending institutions which mainly provide the 

long terms funds.  

Money market services – consist of commercial banks, cooperative banks who provide 

short term fund agencies, and a variety of financial institutions.  

Retail service – services that are provided to an individual for direct consumption.   

Wholesale – consist of services that are provided to corporate institutions which are either 

directly or indirectly converted into real services.   

Scope 

Financial services cover a wide range of activates. They are typically classified into two 

broad groups (Traditional and Modern). Traditionally, the financial services have been seen to 

have been compassing both capital and money market activities. They can be grouped under 

groups as well which include Fund based activities and Non-fund based activities. Beside the 
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above traditional services, the financial services are in the nature of non-fund based activity. 

These activities have been classified as ‘New financial products and services’. However, some of 

the modern services provided by them are explained briefly below: 

 Guiding corporate customers. 

 Recommending suitable changes. 

 Rehabilitating struggling companies.  

 Guiding clients in of the minimization of cost debt.  

 Hedging of risks.  

The significance of these services is seen when the channelizing of funds for economic 

growth and development of both LEDC and MEDC nations. The implementation of monetary and 

debt management polices of various governments allows for financial services to form a major 

role in the calculation of a country’s Gross Domestic Product (GDP), ensures the lack of shortages 

of funds, reduces transaction cost, and reduces or minimizes the risk of allocating said funds to 

institutions or individuals.  

Informal vs Formal Financial Services 

Informal financial services are a sector that provides savings and credit facilities for 

induvial in rural areas, and for lower income households and small-scale enterprises in larger 

urban settings. The producers of these informal schemes are usually simple and straightforward 

and are easily understood by the rural population. Although they mobilize rural savings for low 

income households they operate at times that are specifically convenient for their individual 

members.  

Formal financial services ignore low income households, small scale enterprises in favor 

of larger enterprises and intuitions that are more lucrative and have the ability to satisfy their loan 

conditions. The schemes are beyond the understanding of small time buyers and do not accept 

small scale deposits. These services are strategically open during business hours and rural 

workers and communities would not have the time or ability to contact them adequately and are 

therefore selective. 

 

Major Countries and Organizations Involved 

 NGO – Save Act is a group that has been pioneering a quiet savings revolution in poor 

rural communities throughout Africa.  

 NGO – Fin Mark Trust is a group that does research and raises awareness the uncovered 

and far reaching impacts of savings and credit groups on people’s lives in today’s society.  
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 World Bank 

 IMF 

 MEDCs such as the United States of America, Canada, and European Union are all 

examples of countries or group of countries that deal with mostly formal financial sectors. 

These are known as first world nations who tend to drive to make the wealthy richer and 

keep the poor in their place.  

 (LEDCs, LDCs) These nations including the poor living in urban areas could greatly 

benefit through the use of informal financial sectors.  

 FINCA – NGO is a group that believes that the breakdown of the intergenerational cycle 

of poverty can be done by creating economic justice and financial inclusion for all.  

  

Timeline of Events  

Date Description of event 

2007 The housing market crisis 

2008 Global banking system stopped working 

U.S. stock market crash 

Billions of dollars paid in bailouts to financial institutions 

 

2011 Japan’s tsunami and nuclear disaster 

 

2014 Obamacare adds coverage for 20 million in the U.S. 

 

2015 China emerges as the world’s largest economy 

Greek debt crisis 

 

Note: Events above are those that either affected or were affected by financial services and or 

related sectors. 

 

Relevant UN Treaties and Events 

 UNCTAD – September 2015 financial services and financial inclusion for sustainable 

development.  

 UNEP - Finance Initiative 

 UNSGSA - treaty on Financial inclusion and Sustainable development. 
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 CMN - Resolution Brazil. 

 GA Economic and Financial Committee- Resolution Financial inclusion of sustainable 
development.  
 

Previous Attempts to Solve the Issue 

On the January 14, 2015, the UNSGSA passed a resolution on Financial services. It 

reiterated the significance of financial inclusion and extending fair and equal access to formal 

financial services for all. (In italics below are some clauses in the resolution) 

“Effective use and access of available, affordable, convenient, quality, and sustainable 

financial services contributes to poverty reduction and economic and social development; 

Financial inclusion contributes to facilitated, speedier, faster and less costly remittances;  

Innovative business models and new technologies have large potential in overcoming access 

barriers; Governments have a central role in the policy mix and regulatory framework to extend 

supply and affordability of services, and to expand demand for financial services, towards financial 

inclusion.” 

Financial inclusion efforts for the world’s poorest, mainly in an urban setting.  

CMN Resolution Brazil – June 25, 2003, allowed for the offer of limited financial services 

to be available free of charge.  

GA Resolution that was adopted by the General Assembly on 22 December 2015 – 

Financial inclusion of sustainable development.  

 

Possible Solutions 

With all of the resources many nations possess at their disposal today a number of 

solutions should be followed through upon or in some cases as least attempted. A solution would 

not only benefit the poor in rural and urban settings but more lucrative companies alongside 

MEDC’S (More economically developed countries) would be benefitted as well. Trade partners 

would increase in all sectors allowing for an increase in the flow and amount of money in the 

economy of nations all around the world.  

 The effective access to and use of available, affordable, quality, convenient and 

sustainable financial services. 

 Poverty reduction and inclusive and sustainable development.  

 Governments set up regulatory frameworks. 

 Sustainable low risk banks with the help of MED’s in LEDC’s to help provide solutions.  
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 Financial inclusion by offering access to small loans, savings accounts and other financial 

services that low-income people otherwise would not have – FINCA 

 The distribution and finance of solar home systems, daily life products for off grid 

customers and mainly women. – previously attempted by the NGO 5dê2BrightLife 

 Commercial banks could help contribute to rural communities and small savings investors 

if they had an adequate branch of networking.  

 Build a global network of sustainable social enterprises through the investment of capital 

and technical assistance to early stage social enterprises. This will enable the opportunity 

for social enterprises to grow faster and smarter, while proving innovative solutions in 

energy, water and sanitation, education, health, agriculture, and financial technology.   

 Identify how fair pay align with the purpose and values of enterprises in rural communities.  

 Maturity of savings groups, geographic help, and development of specific cost-efficient 

services. 
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Appendix or Appendices 
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