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Financial Capability
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People are increasingly part of a complex landscape of financial trans-
actions, services, and institutions across nearly all realms of everyday
life. They face an often confusing array of choices of products, and the
consequences of those choices can both reflect and exacerbate social and
economic inequalities. In response to these contemporary conditions,
there are global efforts to increase peoples’ financial capability, which
is composed of the interrelated concepts of financial literacy and finan-
cial inclusion. The term financial capability includes a person’s ability
to act (knowledge, skills, confidence, and motivation) and his or her
opportunity to act (access to quality financial products, services, and
policies). As such, financial capability efforts can be considered a social
investment strategy, as the aims are to invest resources in communities
to promote social and individual well-being. This paper provides what
the authors see as the current state of the art regarding financial capa-
bilities through a series of short case studies that exemplify the most

current efforts across the globe.
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Technology and globalization have impacted the finan-
cial lives of people around the world, with complex banking,
savings, insurance, and asset-building schemes permeating
the spheres of everyday life. As such, the ability of people to
function has become more and more dependent on financial
services. In the past, people’s financial lives were somewhat
simpler and less tied to market-based financial services. Finan-
cial transactions could be done with cash, people were more
likely to have a pension from their job that would supplement
social security retirement income, and a good credit score was
not necessary to rent an apartment or get a job. Today, all of this
has changed. Families have been thrust into complex worlds of
finance that require considerable knowledge and management,
and for families are poor, any mistakes can be detrimental to
their livelihood.

Despite these challenges, there are advances in financial
services that make some aspects of managing financial life
somewhat easier and more productive. For example, the wide-
spread availability of automated teller machines (ATMs), mo-
bile banking, automatic deposit availability, and debit cards
that can be loaded with benefits can streamline the ability to
access resources. In fact, it is now possible to pay bills, access
bank accounts, manage finances, and even run a business with-
out a brick-and-mortar investment.

The challenges and benefits of these financial services ad-
vancements are unevenly experienced. The consequences of
growing financialization and inequality are especially serious
for people who are financially vulnerable. Financial vulnerabil-
ity, which can be broadly defined as threats to financial well-be-
ing, including income and wealth poverty, financial exclusion,
and low financial literacy, is widespread across the globe. To ad-
dress financial vulnerability, social workers aim to build finan-
cial capability, a goal that includes both the ability to act (knowl-
edge, skills, confidence, and motivation) and the opportunity to
act (access to quality, appropriate, affordable and fair financial
products, services, and policies). The American Academy of So-
cial Welfare and Social Work considers building financial ca-
pabilities as one of the top goals for the profession for the 21st
century (Sherraden et al., 2015).

This paper presents the current state of financial vulnerabil-
ity and capability in a global context and examines the concept
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of financial capability using the lens of the social investment
approach (Midgley, 1999). It examines policies in three diverse
countries that illustrate strategies for building financial capa-
bility. Finally, it discusses implications regarding the interplay
between social investment and financial capability.

Global Indicators of Financial Vulnerability

Large swaths of the world’s population are financially vul-
nerable. Although numbers are highest in the Global South,
large numbers of people in nations around the globe live in
poverty, lacking sufficient income and wealth to subsist from
day to day and provide future opportunities for their children.
They also lack access to financial services, limiting their ability
to save money safely, borrow on good terms, insure their valu-
ables, and invest productively. The following sections outline
global indicators of financial vulnerability: poverty, large num-
bers of unbanked persons, and low levels of financial literacy.

Poverty

Poverty can be conceived of in at least three ways: in an ex-
treme form, in a relative form, and in a multidimensional form,
each with commensurate measures. In 2013, it was estimated
that one in ten people lived in extreme poverty, which is a global
standard of under approximately two U.S. dollars per day (World
Bank, 2016). Even in wealthy countries, such as the U.S,, i 1.5 mil-
lion adults and 3 million children live in extreme poverty (Edin
& Shaefer, 2015). Outside the United States, welfare states mea-
sure poverty in relative terms, i.e,, an income comparison that is
relative to others in the same society. The European Union (EU),
for example, has established a poverty line that defines a family
as poor if they earn less than 60% of the median income within a
given country. By this measure, 17.3% of EU residents are income
poor (Eurostat, 2017), and this risk of such poverty varies only
slightly by region of Europe (Iacovou, 2013). Using the Multidi-
mensional Poverty Index (MPI), which has been created to mea-
sure acute and overlapping deprivations in such areas as health,
education, and standard of living, the United Nations estimates
that nearly one-third of the global population experiences such
poverty (United Nations, 2016).
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Large Numbers of Unbanked Persons

In a financialized global society, it is becoming a necessity
to have a safe place to store money, be able to access it, borrow
against it, and invest it. According to the World Bank, 38% of the
world’s population did not have a bank account in 2015 (Demir-
guc-Kunt et al.,, 2015). The percentage of banked or unbanked
people within each country varies extensively around the
world; while 94 percent of adults reported having an account in
high-income countries which are members of the Organization
for Economic Cooperation and Development (OECD), only 54
percent of the adult population had an account in developing
countries (Demirguc-Kunt et al., 2015). South Asia (31%) and East
Asia/the Pacific (24%) together constituted 55% of the world’s
unbanked adults (Demirguc-Kunt et al., 2015, p. 59). Of those
that do have a bank account, 15% rarely, if ever, use it (Demir-
guc-Kunt et al., 2015). Not surprisingly, across the globe, people
with low incomes, women, and those with low education are
least likely to have and use a bank account (Demirguc-Kunt et
al.,, 2015; Honohan & King 2012).

Low Levels of Financial Literacy

According to the Global Financial Literacy Survey, about two-
thirds of people in the world lack financially literacy, and low-
er socioeconomic status was strongly associated with financial
illiteracy (Klapper et al., 2015). Carried out by Standard & Poor
Ratings, this survey provides the largest and the most compre-
hensive global statistics of financial literacy based on interviews
with more than 150,000 adults across 148 countries (Klapper et
al., 2015). It defined a person as “financially literate” when the
respondent correctly answered at least three out of the four basic
financial concepts: knowledge of interest rates, compound inter-
est, inflation, and risk diversification. Similar to what has been
found for financial inclusion, gender, age, income and education
disparities in financial literacy rates also exist, with more men,
working-age adults, middle and upper-income people, and those
with higher levels of education being more financially literate.
High-income OECD countries outpace non-OECD countries in
this measure of financial literacy, at 65% and 25% respectively
(Klapper et al.,, 2015). In an international assessment of financial
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literacy of teenagers in 15 countries on financial knowledge and
the ability to apply it, it was found that about two-thirds did not
know how to manage a bank account, 25% could not make sim-
ple financial decisions regarding daily spending, and 90% could
not comprehend more complicated financial concepts, like in-
come tax (OECD, 2017). The highest scores in this financial litera-
cy test were earned by students in China, Belgium, Canada, and
the Russian Federation, the lowest were in Chile, Peru and Brazil.

Poverty, large numbers of unbanked people, and low levels
of financial literacy pose a serious concern, especially against
the backdrop of increasingly complex financial systems that
necessitates both institutional connection and keen navigation
skills. Such economic and financial insecurity in nations around
the world is a threat to the well-being of families around the
world and calls for a thoughtful, informed, and achievable re-
sponse. We turn to social development theory, and the social in-
vestment approach specifically, for guidance in tackling wide-
spread financial vulnerability.

Social Development and Social Investment

Social development and social investment occupy the same
social welfare policy paradigm, one that seeks productive so-
cial change in lieu of maintenance-based welfare arrange-
ments (Midgley, 1999). Social development, rooted in the Global
South’s struggle for independence, seeks to fuse industrial in-
vestment with local participation to achieve economic growth
and social well-being. According to James Midgley (2014), social
development is “a process of planned social change designed
to promote the well-being of the population as a whole with-
in the context of a dynamic multifaceted development process”
(p- 13). Such change efforts have many dimensions, and in-
clude economic, social, political, cultural, environmental, and
gender dimensions. The social development approach rests on
the three foundational axioms: i) institutions facilitate and sup-
port harmonization between social and economic activities; ii)
resulting sustainable policies and programs are created that
directly improve well-being; and iii) these social policies and
programs contribute to economic development (Midgley, 1995).
While the theoretical underpinnings of social development
encapsulate a range of normative perspectives and ideologies,
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Midgley suggests a “pluralistic normative conception that ac-
commodates the role of diverse institutions, including the fami-
ly, market, community and state, as well as different agents and
practice strategies” (Midgley, 2014, p. 16).

In this way, social development is distinct from a conven-
tional approach to social welfare, which is based on consump-
tion of resources and tends to focus on remedial and mainte-
nance functions, without expectation of individual payoff or
social reward. The social development approach, in contrast,
is productivist, meaning that it harnesses the power of institu-
tions to devote resources toward the development of individ-
ual, community and social overall well-being now and in the
future (Midgley, 2010). For example, a social developmentalist
approach to mental health would go beyond case management
and other traditional mental health interventions, and incorpo-
rate community development efforts, like social enterprise de-
velopment, into treatment (Caplan, 2010). Such a strategy has
returns beyond the alleviation of individual symptoms, and
serves also to build human capital and strong communities. In
other words, as Midgley (2014) describes it, “social development
practice is distinctive because it links social, economic and oth-
er activities, stresses the role of social investments and enhanc-
es people’s participation in development” (p. 65).

Social investment is a term that has myriad meanings, de-
pending on the discipline or orientation of the context in which
it is used, and is considered both a policy approach and dis-
tinct set of interventions (Midgley, 2017). Some scholars have
proposed a concise conceptualization that social investment is
a set of efforts that develop human capital and promote full em-
ployment (Deeming & Smythm, 2015). Midgley has proposed
that social investment be defined as a way to allocate resources
that generate a return vis-d-vis social, community, family, and
individual well-being, and therefore contributes to the overall
development of society (2017). As such, social investments are
foundational to social development practice, and can be thought
of as the vehicles to express the productive nature of social de-
velopment (Midgley, 2014). Such interventions can take the form
of education, training, and technical assistance, or take the form
of a transfer of resources, such as cash payments or pensions, as
these can generate human capital returns as well as economic
outcomes for the whole community (Midgley, 2014). Unlike
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neo-liberal approaches to social welfare that engage the market
as the primary conduit of services (Caplan & Ricciardelli, 2016),
the social investment approach emphasizes the strong role of
the public sector in human capital development (Deeming &
Smythm, 2015).

Finally, Midgley (2017) insists that neither social develop-
ment nor social investment is a process that has been incubated
or should be centered in developed economies of Western Eu-
rope, the United States, and East Asia. The roots of social devel-
opment have been firmly grown in the Global South, and while
many European social policy stakeholders have espoused social
investment, it is by no means exclusive to that part of the world.
As will be shared, the Global South has much to offer regarding
these approaches in terms of financial capability.

Financial Capability as Social Investment

We would like to propose that financial capability is a so-
cial investment strategy within the larger social development
framework. Conceptually, financial capability shares a phil-
osophical orientation with social development, namely that
both aim to harness institutions to invest in human capital
endeavors, improve access to opportunities, and change social
institutions for the purpose of social, community, family and
individual well-being. The twin foundations of financial capa-
bility are financial inclusion and financial literacy (Sherraden,
2013). Financial inclusion describes the extent to which people
are connected to mainstream financial institutions and policies,
including banking, credit, saving and investing, insurance, and
so forth. Financial literacy describes the knowledge and skills
to make informed financial choices. Financial capability incor-
porates what individuals know and can do (agency) along with
their real access to financial services, policies, and other oppor-
tunities. This definition builds on the work of philosopher Am-
artya Sen (1999) who advanced the idea that capabilities provide
the freedom to achieve certain levels of functioning, such as fi-
nancial well-being. In capability theory, functionings are a com-
bination of an individual’s ability to act, along with the indi-
vidual’s opportunity to act (Sherraden, 2013). Capabilities have
both individual and social dimensions, or put sociologically,
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encompass both sides of the agency/structure debate. In finan-
cial capability, agency is located in individual ability, such as
the ability to save and plan for the future. Structure is located
in access to financial services, community supports, and so-
cial and economic development policies that make it possible
for people to act in their best interests (Johnson & Sherraden,
2007). In other words, financial capability captures the nature of
the interaction between individual and social structure (Sher-
raden, 2013), which resonates with the field of social work’s
“person-in-environment” foundational perspective for practice
(Green & McDermott, 2010; Karls & O’Keefe, 2008).

In social work, the focus of financial capability is on im-
proving well-being in low- to moderate-income (LMI) and oth-
er vulnerable households. This involves change at individual,
organizational, community, and policy levels. While improved
financial literacy can help people navigate an increasingly fi-
nancialized world, this is often not enough to ensure financial
stability and well-being of vulnerable households (Banerjee,
2016; Sherraden & Ansong, 2016). In fact, a singular focus on
financial literacy without simultaneously developing opportu-
nity structures may be harmful (Sherraden & McBride, 2010).

The two main ways to achieve financial capability are to: (1)
expand financial inclusion; and (2) improve financial literacy.
Examples of financial inclusion efforts include lowering service
fees, using new financial technology (such as mobile banking),
facilitating program participation, integrating financial and so-
cial services, and creating new policies and institutions that en-
able financial capability and asset building in LMI households
(Huang et al.,, 2015). A range of policies have been proposed to
build financial capability and assets in LMI households in de-
veloped and developing economic contexts, including lifelong
asset building through universal and progressive accounts
(such as Child Development Accounts), elimination of asset
limits for public assistance, and professional education for im-
proving financial capability in vulnerable households (Huang
et al, 2016). In developing economies, proposals also include
access to livelihood opportunities, micro insurance, and other
financial capability and asset building opportunities. Examples
of approaches to improving financial literacy include lifelong fi-
nancial education, financial coaching and counseling and other
efforts to increase people’s financial knowledge and skills.
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Although the focus of financial capability is on finan-
cial well-being, the social and community implications are
far-reaching. For example, when parents have secure financial
lives, they can provide an adequate standard of living for the
family, including good nutrition, housing stability, access to ed-
ucation, and other advantages. With these strengths in place,
communities grow stronger. Simultaneously, financial capabil-
ity approaches are developmental, in the sense that these in-
vestments enable families to contribute to their own and their
children’s current stability as well as future development.

State of the Art: Financial Capability
as Social Investment in National Policy

In this section, we offer three examples that aim to improve
the financial capability of vulnerable populations. Spanning
less- to more-developed economies, we focus on six countries
that have used distinct approaches, and each demonstrates a
different approach to social investment. The first is YouthSave,
a bank-based initiative in four countries that offered low-cost
savings accounts and financial education to youth who are
largely outside the financial mainstream. The second is Pros-
pera, a conditional cash transfer program in Mexico that offers
low-income families a small cash grant with certain conditions
on beneficiaries. The third is the Consumer Financial Protection
Bureau, created in the wake of the 2008 economic recession, to
protect and equip U.S. consumers to manage their increasingly
complex financial lives.

YouthSave

YouthSave tested the potential of savings accounts to con-
tribute to youth development and financial inclusion in four
developing countries, Colombia, Ghana, Kenya, and Nepal be-
tween 2010 and 2015. Over four years, banks in each country
opened savings accounts for more than 130,000 underserved
young people, ages 12 to 18 years old. Researchers in each
country analyzed demographics and savings patterns, and an
experiment was conducted in one country (Ghana) that tested
impacts of youth savings accounts on savings and development
outcomes for youth and their households.
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Despite different levels of development, all four countries
lack avenues for youth development. Colombia is a middle-in-
come country with a long history of civil conflict, and although
it experienced growing prosperity and security in recent years,
there are high rates of unbanked persons. Nepal, one of the poor-
est countries in the world, has suffered from civil conflict and
low economic growth, severely limiting economic opportunity
for young people. Kenya is a pioneer in financial inclusion, hav-
ing achieved near universal mobile phone access, but its youth,
particularly in rural areas, have low access to livelihood oppor-
tunities. Ghana, the experimental site, has experienced econom-
ic growth, but rural and impoverished youth in particular have
few economic opportunities. In some countries (Nepal, Ghana,
and Kenya), age restrictions on financial account holding also
are major barriers to financial inclusion.

The YouthSave initiative demonstrated that improved fi-
nancial services designed to target a vulnerable and difficult
to reach youth population lead to successful account opening
and saving (Chowa et al., 2015; Johnson et al.,, 2015). Based on
bank data for the 69,247 youth who opened accounts, YouthSave
participants accumulated the equivalent of approximately $1.8
million in savings in the 8 to 13 months their accounts were
open. The difference by income in amount of savings was not
statistically significant except in Ghana, where poorer youth
were more likely to be lower savers (although this difference
went away after an account had been held for 12 months or lon-
ger). Savings rates vary by several key factors, and it appears to
matter that parents are involved. For example, younger youth
(under 13) save more, probably because they have fewer ex-
penses and they receive financial help from parents. Youth save
more when parents are co-signatories on the account, probably
because their parents encourage and contribute to saving.

Study results also point to theimportant role of institutionsin
saving. When banks and other institutions make explicit efforts
to reach diverse groups, they reach particularly underserved
populations, such as girls and lower income youth. Commit-
ment by financial institutions in both Nepal and Kenya to reach
out to girls” schools, for example, led to a 9% and 15% increase
in female participation, respectively (Johnson et al., 2015). An-
other successful institutional strategy—outreach to low-income
youth through schools and youth-serving organizations, and
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in-school banking opportunities—encouraged participation of
low-income youth and girls (Johnson et al., 2015; Lee et al., 2015).

Policy changes also matter. For example, relaxing the rules
about when youth can legally open a savings account increased
account openings. A bank’s willingness to allow a “trusted
adult” to cosign on the account not only facilitated greater op-
portunity for youth participation, but also encouraged greater
involvement and support of those in the youth’s social network.
In fact, a majority of youth who opened accounts in Ghana and
Kenya did so with a nonrelative as cosignatory because the ac-
count opening rules were relaxed (Johnson et al., 2015).

Nonetheless, despite the initiative’s many successes, aver-
age savings balances were low and there were many dormant
accounts. About 60% of accounts showed no account activity
in the last six months of the study. This suggests the impor-
tance of incorporating incentives and facilitating access, per-
haps through electronic access. The study results also suggest
that encouraging savings from an early age, helping youth to set
goals for their savings deposits, and restricting withdrawals are
also strategies that may stabilize and increase savings (Johnson
et al,, 2015). More could be done by parents, schools, commu-
nities, and by policy makers to support and encourage youth
participation in financial services (Johnson et al., 2015).

Both Kenya and Ghana, for example, moved forward on a
national policy agenda for financial education in schools. This
direction offers a potential foundation for expanding financial
capability through school-bank partnerships. As one parent
noted: “When [my son] told me [about the policy change], I was
very happy. I was very excited that this bank is doing savings
accounts for the young ones. They have a good plan for the chil-
dren of the nation or the children of the world” (Johnson et al.,
2015, p. 69).

Prospera

In 1997, the Mexican government created Progresa—which
later became Oportunidades and now is called Prospera—in order
to supplement household income and improve health and edu-
cation outcomes of the poor (Adato & Hoddinott, 2010). It is one
of the world’s first and largest conditional cash transfer (CCT)
programs. As Mexico’s largest antipoverty program, Prospera
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absorbed several prior social welfare and nutrition policies.
This policy is credited with helping to reduce Mexico’s notori-
ously high income inequality during the first decade of the 21
century (Lustig, Lopez-Calva, & Ortiz-Juarez, 2013), although
the recession took a toll on this improvement.

Prospera, which reaches approximately 6.5 million families,
provides small monthly cash grants for expenses, including
education. Financial support is accompanied by a condition,
or what the program calls a “co-responsibility,” that families
seek basic health and nutrition care, and schooling for children
(Prospera, 2017). Rigorous research on this approach in Mexico
has demonstrated positive impacts on well-being, including ed-
ucation, health and nutrition status, (De Janvry, Finan, Sadou-
let, & Vakis, 2006; Levy, 2006). Nonetheless, there are design and
implementation problems that limit the program’s potential,
such as barriers in quality and availability of services, and dis-
crimination (Adato & Hoddinott, 2010). In addition, some critics
cite use of coercion in CCTs as well as paternalistic tendencies
(Handl & Spronk, 2015; United Nations, 2012).

In 2015, what originally was a social welfare program that
boosted incomes and improved human capital in poor house-
holds, Prospera intentionally built financial capability. Joining
a worldwide trend, President Penia Nieto announced a finan-
cial inclusion strategy to expanding access to and use of fi-
nancial services with Prospera playing a key role in achieving
this strategy. Since its inception, beneficiaries’ funds had been
transferred using a prepaid card from the Banco del Ahorro Na-
cional y Servicios Financieros (BANSEFI), but few beneficiaries
used the available savings accounts to store their funds. Noting
a lack of financial knowledge and skills (Reddy, Bruhn, & Tan,
2013), Prospera’s focus expanded to include deliberate efforts to
bring beneficiaries into the financial mainstream and increase
their financial capability.

As part of an expanded financial capability agenda, Pros-
pera offers: (1) a prepaid card or debit card and a no-fee savings
account; (2) small loans up to $100 at less than 10% interest and
without commissions for 18 months; (3) free insurance for acci-
dental death and funeral assistance up to $750; and (4) financial
education on managing financial accounts, growing savings,
and avoiding unnecessary debt (Gris Legorreta, 2016; Prospera,
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2017). Financial education is integral to Prospera, emphasizing
human capital development in youth.

There is still a long way to go before CCT recipients who
receive transfers directly into a savings accounts can be consid-
ered financially included. Program beneficiaries receive a bank-
ing card linked to a bank account, but still a small minority are
effectively banked and most receive sealed envelopes with cash
at predetermined dates and locations (Faye & Niehaus, 2015).
Half of beneficiaries or more do not know that their payment
is associated with a bank account, and many more lack direct
access and experience with a bank, so most take the full amount
instead of leaving some to accumulate in savings (Chiapa & Pri-
na, 2015; Hart, 2017).

The potential for financial inclusion of vulnerable house-
holds, however, is great. Most Mexicans own mobile phones,
including half of the population that owns a smartphone.
Nonetheless, less than 10% of those with bank accounts have
mobile banking services associated with them (Riecke, 2016).
Prospera, and other CCTs, give mothers, the primary focus
of this policy, control over money and a sense of security,
and may increase their decision making role in the house-
hold (Sholkamy, 2011; Trivelli & de los Rios, 2014).

The Consumer Financial Protection Bureau

In the United States, following the financial crisis of 2008,
the Consumer Financial Protection Bureau (CFPB), located ad-
ministratively within the government, was established by the
Dodd-Frank Wall Street Reform and Consumer Protection Act
of 2010. The law aims to “make consumer financial markets
work for consumers, responsible providers, and the economy as
a whole” (CFPB, para. 1, n.d.). The mission of this independent
government agency is to enforce laws protecting “consumers
from unfair, deceptive, or abusive practices” by unscrupulous
companies (CFPB, para. 6, n.d.). It also seeks to empower and ed-
ucate consumers by arming them with “the information, steps,
and tools that they need to make smart financial decisions”
(CFPB, para. 1, n.d.). The Bureau pays special attention to the
financial circumstances of four groups: students, older adults,
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military service members, and low-income and financially
vulnerable people.

To provide protection from hazards associated with some
financial products and services, the CFPB writes rules, collects
complaints, monitors compliance with federal consumer finan-
cial-protection laws, and issues research reports. It reviews
the private market’s compliance with federal laws and regula-
tions governing financial products. It also brings legal actions
against companies that defraud consumers (CFPB, 2014). Over-
all, between 2011 and 2017, the CFPB received more than 1.2
million consumer complaints, with most complaints relating
to debt collection (27%) and mortgages (23%). The organization
has generated about $12 billion for 29 million people who were
harmed by financial institutions such as credit card companies
and banks (CFPB, 2016). A recent arbitration rule change makes
it easier for consumers to file a suit against a financial service
provider (CFPB, 2017), which strengthens the advocacy power
of the CFPB. Rulings on mortgage lending aimed to reduce risks
that led to the 2008 financial crisis and led to loss of homes by
many vulnerable consumers. These actions protect homeown-
ers from borrowing mortgages they cannot afford, and against
mortgage, title, and real-estate companies that violated laws
(CFPB, 2013, 2015a).

The CFPB also conducts research. For example, it issued a
report on expensive bank account overdrafts (CFPB, 2013), and
another on the 26 million U.S. adults who are “credit invisible”
(e, lack a credit record) (CFPB, 2015b). It produces guides for
consumers on using financial services and avoiding fraud and
scams. In addition, the CFPB invites feedback from the public,
particularly on subjects relevant to financially vulnerable fami-
lies, including complaints about financial products (CFPB, 2017).

Finallly, the bureau educates the public and practitioners
who work with vulnerable populations on financial manage-
ment. It developed a curriculum, Your Money, Your Goals, which
provides tools for social service providers to increase sound
financial decision making in financially vulnerable families
(CEPB, 2015¢). It also issued special toolkits for practitioners
working with people living with disabilities, Native Americans,
service members and their families, students, youth and older
adults, the economically vulnerable, and others.
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Implications for Social Investment

The policies presented here have implications for a wide
range of stakeholder groups in the field of social welfare, and
provide insights into how financial capability approaches
fit within a social investment framework. While all three ap-
proaches combine social and economic development strategies,
they differ in other important ways. The most conventional of
these is Prospera, which combines traditional social welfare ap-
proaches with financial capability. It highlights the potential of
government-to-person programs to expand financial capabil-
ity. In Prospera, the government is making substantial social
investments in its poorest citizens by combining cash payments
(income), social and health services, financial accounts, and
financial education. These investments are helping to sustain
families, and at the same time, increase women and children’s
human capital. However, implementation barriers limit the as-
set building potential of Prospera, which must be addressed in
order to make the accounts a digital “gateway to help them save,
build assets and achieve greater financial inclusion” (Hart, 2017,
n.p.). The government-sponsored Prospera is quite literally in-
vesting in people via the conditional cash transfer program, and
such strong institutional backing is one of the hallmarks of the
investment approach. Cash transfers mean increased income,
human capital development in health, education, financial in-
clusion, and financial literacy, and by adding financial inclusion
to the policy, this serves to broaden their scope of improving
family well-being.

YouthSave promotes social and economic development by
providing underserved and vulnerable youth in less developed
economies an opportunity to be financially included. As men-
tioned previously, the global study on teenagers’ financial liter-
acy revealed that “parent support” was not enough to erase the
association between low socioeconomic status and low financial
literacy, prompting the OECD (2015) to advocate for a stronger
institutional role. Publicly-backed participation in the financial
mainstream through a bank savings account gives youth a safe
place to store money for short- and long-term purposes, and a
way to build financial capability. The short trajectory of Youth-
Save, however, did not permit researchers from documenting
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longer term developmental outcomes that may occur as a re-
sult of being “banked.” Moreover, YouthSave did not reach the
poorest of the poor in any of the four countries, suggesting that
other strategies, such as reaching people through traditional so-
cial welfare programs and financial digitalization, are required
to reach this population (World Bank, 2017).

The CFPB promotes social and economic development in its
work to regulate and develop safe and affordable financial prod-
ucts that promote financial stability and security, and promotes
social development through financial education and guidance
for vulnerable groups. Safer and cost-effective financial products
and services, along with financial education and guidance, can
improve the ability of financially vulnerable households to man-
age household finances effectively. However, threats to CFPBs
future and other erosions of institutional support of financial ca-
pability may limit the impacts of this social investment strategy.

Finally, the CFPB is an example of a public response to the
Global Financial Crisis of 2008, with the goal of promoting both
financial inclusion and financial literacy. Political will was a de-
termining factor in the establishment of the CFPB, but as of this
writing, the U.S. Congress has passed legislation stripping the
agency'’s ability to regulate predatory loans (HR 10, 2017). The
extent to which the political will to regulate financial institu-
tions exists in nations across the globe remains to be seen.

Future Directions

The social investment approach harmonizes the conflict be-
tween conventionally held notions of the drag of social welfare
and the boon of economic development by harnessing human
creativity and institutional support to invest in human capital,
promote social capital formation, and remove barriers to eco-
nomic participation by people who are poor and/or marginal-
ized (Midgley, 1999). As described in the three case studies ear-
lier, global efforts to build financial capability clearly address
such a charge.
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