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[bookmark: _Hlk39147078]What works to improve people’s financial capability?


Limited but strong evidence supports financial capability interventions.

· Studies with low-income populations find that financial capability interventions lead to numerous positive outcomes such as increased income and savings, better job placement and retention, higher credit scores, and progress toward financial self-sufficiency.

Certain characteristics of financial capability interventions can enhance their effectiveness.

· Bundled or integrated interventions may be more effective than a single intervention.
· Pairing interventions with trauma-informed peer support enhances effectiveness.
· Interventions are most effective when tied to specific financial decisions so that participants immediately implement and retain their gained knowledge. 
· Interventions show the most promising results when they have a high intensity and are targeted toward a specific population group. 
· The use of smartphone applications for financial education may lead to positive financial behaviors.

However, there are some key limitations.

· The positive effects of financial capability interventions decay over time. 
· Among immigrants, financial pressure from family members in their countries of origin as well as previously established spending habits may lead to difficulty implementing the knowledge gained from financial education.









Purpose of this summary

This document summarizes the state of available evidence regarding interventions to improve people’s financial capability. The key questions of interest for this evidence summary are:
1. What evidence is there that financial capability interventions lead to acquisition of financial knowledge and skills and use of financial products?
2. What evidence is there that having sufficient financial capability improves people’s ability to meet their basic needs?
3. What is involved in delivering effective, high-quality financial capability interventions?


What is meant by “financial capability”?
Financial capability is the combination of attitude, knowledge, skills, and self-efficacy needed to make and exercise money management decisions that best fit the circumstances of one’s life, within an enabling environment that includes access to appropriate financial services.[footnoteRef:2] Financial capability interventions aim to improve people’s financial capability and ability to meet their basic needs, as well as provide people with financial independence and stability. These interventions include the following: [2:  Stuart, G. (2013, November 1). What is “financial capability”? Center for Financial Inclusion. https://www.centerforfinancialinclusion.org/what-is-financial-capability ] 

· Financial education includes classroom-based training on foundational financial literacy topics. Offered in welcoming, community-based locations and taught by trained financial coaches—frequently in various languages that meet the needs of the local community—these classes are often a first step for individuals working to build a more stable financial future.
· Financial coaching and counseling includes individual financial coaching sessions offered in person or remotely to accommodate the needs of low-income working adults. Delivered by trained coaches, these services are an opportunity for people to identify and set financial goals, make a plan to achieve them, and receive support in making financial decisions related to managing personal budgets, using financial products, and building assets for the short and long term. 
· Asset-building programs are comprised of a number of different models including individual development accounts (IDAs) and other incentivized savings programs that help low-income families build their assets more quickly with the support of a financial coach and matching funds. 
· Financial products include consumer and business loans offered through a lending institution. These products can help accelerate participants’ outcomes by supporting them in building credit, purchasing a car needed for work, paying for skills training, or having the capital necessary to pursue an entrepreneurial path. 
· Volunteer Income Tax Assistance (VITA) programs run in partnership with the IRS and help families file their taxes and access key tax credits that provide critical additional income to families, building their financial resilience. 
· Bundled or integrated financial services refer to a model in which financial capability is integrated with access to workforce programming and public benefits or other services. 

What does the evidence show?

[bookmark: _Hlk47535008][bookmark: _Hlk103267912]Limited but strong evidence from six systematic reviews and meta-analyses demonstrates that in general, financial capability interventions have modest effects on financial behaviors and outcomes among low-income populations. Only one impact study and one suggestive study with immigrant populations were identified.
[bookmark: _Hlk129695988]Bundled or integrated interventions may be more effective than a single intervention.
· Birkenmaier et al. (2022) conducted a systematic review focused on financial capability interventions that provide individual development accounts (IDAs), a program that pairs financial education with access to an affordable financial product that assists families in building assets. Studies were included in the review if they measured changes in the financial behaviors of participants, such as increased frequency of savings and/or changes in financial outcomes, such as higher fund balance in a savings account. Three large research projects with multiple studies and one additional unique study published through May 2020 were included. The authors found mixed evidence that IDAs improve financial behaviors or outcomes. Generally, the effects on financial behaviors were small for saving rate and asset purchase. One study found small effects on post-secondary education enrollment. For financial outcomes, there was a mix of small and undetermined effects on saving amount, debt amount, and asset value. Regarding credit score, there were moderate effects in two of the three sub-studies, while the effect size in the third was undetermined. Thus, results of this review suggest that IDAs have the strongest effect on credit scores, but that was only measured in one of the longitudinal studies. The authors conclude that although the evidence to support the effectiveness of IDAs on financial outcomes and behavior is thin, the evidence provided thus far is promising and provides a rationale for future implementation of the program along with rigorous research.	
· Treskon et al. (2021) reviewed evidence on the implementation and effectiveness of programs that integrate financial capability interventions (financial education, financial counseling and coaching, financial access including incentivized savings and asset-building programs, programs that support access to public benefits and provide tax preparation services, and credit-building programs) into employment and training programming. Using a narrative synthesis, the authors concluded that a growing body of evidence finds that financial capability programs and services may have some positive effects on participants’ financial well-being, but program models vary widely and impacts differ across both outcomes and populations studied. However, there is little evidence on the impacts of integrating financial capability interventions in employment and training programs on financial and employment outcomes of participants.
· In a randomized controlled trial to test effectiveness of financial empowerment combined with trauma-informed peer support versus standard Temporary Assistance for Needy Families (TANF) programming in the United States, Booshehri et al. (2018) assigned 103 caregivers of children under age six to one of three groups: control (standard TANF programming), partial (28 weeks of financial education), and full (same as partial with simultaneous 28 weeks of trauma-informed peer support). Participants completed baseline and follow-up surveys every three months over 15 months. The study examined measures of family behavioral health (depression, self-efficacy, and child developmental risk), economic hardship (hardship index), and labor market outcomes (employment status, earnings). Results demonstrate that, compared to the other groups, caregivers in the full intervention group reported improved self-efficacy and depressive symptoms, as well as reduced economic hardship. Unlike both intervention groups, the control group reported increased developmental risk among their children. Although the control group showed higher levels of employment, the full intervention group reported greater earnings. The partial intervention group showed little to no differences compared with the control group. The authors concluded that financial empowerment education with trauma-informed peer support is more effective than standard TANF programming at improving behavioral health, reducing hardship, and increasing income.	

	“Although financial empowerment training may provide opportunities to build capabilities to address economic adversity and manage paying bills on time (or more consistently), the addition of trauma-informed care may help participants improve overall economic stability.” 

(Booshehri et al., 2018)

While financial education and coaching lead to gains in financial knowledge and capability, this impact is greatest in the short term. 
· Fernandes et al. (2014) conducted a meta-analysis that examined the relationship of financial literacy and education to financial behaviors based on 168 interventions. Their meta-analysis found that the effects of these interventions decayed over time, with no significant effects at 18.5 months after 24 hours of instruction, and no significant effects at 23.5 months after any amount of instruction.

· Peeters et al. (2018) systematically reviewed the literature on contents, form, and effectiveness of group-based programs for combined financial education and counseling. Their review included 104 studies of various research designs. Behavior outcomes included bank or retirement account opening, asset purchase, savings rate, budgeting, and retirement savings rate. Financial outcomes included savings amount, credit score, debt amount, asset value, and retirement savings amount. They found that only five of the studies used a follow-up survey, ranging from a few months after the intervention to 48 months later. Four of these follow-ups showed positive outcomes. However, the authors argued that this time frame is too limited, which they confirmed by the fact that the study with the longest follow-up found very weak and limited effects. Moreover, the positive outcomes found in the experimental group were also found in the control group. The authors identified common themes in the literature. It appears important to combine education with practical exercises that allow participants to apply the skills they learn. Motivating clients was another important recurring theme. Finally, working in groups provides additional benefit through recognition and peer support. 

· An impact study by Barcellos et al. (2016) evaluated the effectiveness of novel financial educational materials on the financial behavior of immigrants in the United States. These materials included general purpose financial information about banking services, saving, and investing, in addition to specific information for immigrants, such as the procedures and documents needed to open a U.S. bank account and retirement plan rules that apply to noncitizens. Through three survey modules, the study found that those who were administered the educational materials were more likely to correctly differentiate savings and investment products, correctly perform an interest rate calculation, and be more familiar with rules governing retirement accounts than the control group, which received no educational materials. The study’s results show that these materials were effective in increasing immediate knowledge of financial information, but these effects were temporary. First- and second-generation Americans were not able to retain this knowledge six months after the intervention, suggesting that knowledge retention may require either multiple or longer interventions.



The timing of interventions is important, and delivering financial education and coaching during “teachable moments” may increase their effectiveness.
· “Teachable moments” are when teaching is directly linked to decisions of immediate relevance to the target group (Kaiser & Menkhoff, 2017). Just as it is of little use to teach high school students about mortgage rates, as it will be many years before they use this knowledge, financial education for adults is most effective when tied to important and current financial decisions, such as purchasing a home or getting a loan (Peeters et al., 2018). 

· A meta-analysis of 126 impact evaluations found that offering financial education at a teachable moment leads to positive effects on financial behavior. Offering financial education during teachable moments also increased the effects on financial behavior of low-income individuals, which the meta-analysis found have fewer positive financial outcomes on average compared to other target groups (Kaiser & Menkhoff, 2017).

· Another meta-analysis of 168 interventions, which found that the effects of financial education and coaching interventions decayed over time, asserts that the knowledge provided by these interventions may be better conveyed via “just-in-time” financial education. Like teachable moments, just-in-time education ties financial education to a particular financial decision to enhance perceived relevance and maximize knowledge retention. This gives the recipient an opportunity to put the information they have learned to use, reducing the chances of knowledge decay (Fernandes et al., 2014). 

Increased intensity of interventions increases positive effects on financial behavior.
· A meta-analysis analyzed four types of financial education—classroom financial education, online financial education, informational and behavioral nudges, and counseling interventions—and found that financial education has a generally positive impact on financial literacy and financial behavior. The study concluded that the intensity (total number of hours) of financial education positively impacts financial behavior. It further asserts that doubling the weekly intensity (from four to eight hours) of the included studies would lead to an average increase in the treatment effect of around 14% (Kaiser & Menkhoff, 2017). 

· Another meta-analysis found that more hours of instruction produce larger positive effects on financial behaviors. In addition, this meta-analysis found that with increased hours of instruction, the effect size of interventions decayed at a decreasing rate (Fernandes et al., 2014). 

Financial capability interventions may be most effective when specifically targeted toward one population group. 
· A meta-analysis of 126 impact evaluations examined the effects of financial education among certain target groups. It found that these interventions had less impact with low-income individuals. It further concluded that returns on financial education diminish with increased years of schooling of participants. The study attributes this finding to younger individuals likely having a lower baseline level of financial literacy and being more open to new concepts. In this regard, the study points out that age may also be negatively related to returns on financial education (Kaiser & Menkhoff, 2017).
· Birkenmaier et al. (2022) conducted a systematic review of the effects of financial capability interventions on financial behavior and outcomes. To be eligible for this review, the intervention must have included a financial education component and a financial product or service. Studies must have also been conducted in any of the 35 member countries of the Organisation for Economic Co-operation and Development (OECD) and included a financial behavior or outcome. Twenty-four studies were included, consisting of 17 randomized controlled trials and seven quasi‐experimental designs. Behavior changes included bank or retirement account opening, asset purchase, savings rate, budgeting, and retirement savings rate. Financial outcomes included savings amount, credit score, debt amount, asset value, and retirement savings amount. The authors concluded that there is a lack of strong evidence about the effectiveness of financial capability interventions. The authors attribute this in part to the interventions being delivered by practitioners from various professional backgrounds and in many different types of settings with various target audiences and goals.

· An impact study evaluated the effectiveness of financial education materials on educating immigrants in the United States. This study developed two sets of educational materials: Version 1 was based on general-purpose financial information, while Version 2 retained the same information while adding content directed toward immigrants. This included rules governing bank accounts and retirement accounts for noncitizens. While both groups who received financial education materials showed positive effects, the group that received Version 2 had an overall larger positive effect on immigrant financial knowledge than Version 1 or a control group, suggesting that information tailored to a target group may be more effective in achieving positive results (Barcellos et al., 2016).
 
Smartphone applications may be a viable delivery method for financial education to improve financial capability behaviors.
· One impact study in the UK analyzed whether the use of one smartphone application (“Money Matters”), which contained a loan interest comparison app, an expenditure comparison app, a cash calendar app, and a debt management app, could improve the financial behaviors of users. The study found positive results on several financial behavior outcomes. Participants in the treatment group, who used the application over the course of six months, were almost 10% more likely to express their confidence in understanding loan repayments, were 11% more likely to correctly answer a series of questions testing financial literacy, and reported a sense of self-efficacy that was 9% higher than the control group. The treatment group was also more likely to express the importance of keeping track of income and expenditure and showed a stronger preference to plan for tomorrow. (This effect was greater for those who used the application more frequently.) However, this study was unable to conclude that these improvements in financial capability behaviors led to improvements in household incomes. The study notes that its duration (six months) is too short to see improvements in participants’ financial well-being (French et al., 2019). 

[bookmark: _Hlk129696071]Pressure from others and previously established spending habits may lead to difficulty implementing the knowledge gained from financial education.
· [bookmark: _Hlk126077495]Results from one suggestive study suggest that immigrants in Canada who accessed financial literacy training from both formal and informal sources found it difficult to apply their knowledge due to a few factors. First, pressure from family members from participants’ country of origin often influenced the participants’ ability to meet their own basic needs. Families back home may have a pressing need for financial assistance and may mount pressure on their relative in Canada who they believe is wealthy enough to help them. Secondly, participants indicated that once a spending event—even one that is expensive—becomes a habit, it may be difficult to break. Individuals may continue their spending habits, regardless of whether it makes sense in terms of financial capability (Durodola et al., 2017). 



What are the implications for practice and research?
Financial capability programs should be delivered through a bundled services model, which integrates other programs such as employment services.
· Numerous studies indicate that different interventions impact different outcomes and that bundled or integrated programs may be more effective than a single intervention.

Trauma-informed care should be incorporated into financial capability programs.
· A randomized controlled trial demonstrated that financial education combined with trauma-informed peer support increased self-efficacy and reduced depressive symptoms and economic hardship. This is a crucial finding in view of the ubiquity of trauma among refugees and asylees.

Financial capability programs should tie their contents to participants’ current financial decisions to increase their effectiveness and positive effects over time. In addition, the intensity of programs should be increased.
· [bookmark: _Hlk124695675]Multiple studies stress the importance of teachable moments or just-in-time education, where interventions show the strongest positive outcomes when they are directly tied to participants’ current financial decisions. Programs should tailor their contents to the participants’ specific needs in that moment, as this would allow them to actively use their gained knowledge to their immediate benefit. This would reduce the chances of forgetting the information they had previously learned when they need to use it to make financial decisions. 
· Studies also show that increased intensity of financial education and coaching interventions leads to more positive effects in the short term and less knowledge decay over time. 
· Based on this evidence, effective financial capability programs whose benefits will continue in the long-term should be delivered with high intensity and with a direct connection to the present financial needs of participants. 


In light of the shift to remote environments, programs should consider using smartphone applications as a delivery tool for financial education programs.
· Most studies in this evidence summary reviewed in-person interventions. However, the COVID-19 pandemic shifted the delivery of numerous services to remote environments. A study of the effectiveness of a smartphone application in providing financial education to users suggests that this may be a viable medium to increase users’ positive financial behaviors. 


Future research is needed on the long-term implications of financial capability programs as well as mechanisms of change.
· While evidence indicates that teachable moments and higher intensity delivery of financial capability programs lead to positive long-term outcomes, more research is needed on the content and delivery methods of such programs. 
· More research is needed on the effectiveness and impacts of financial capability interventions delivered through smartphone applications or other online tools on financial outcomes such as income, savings, debt, etc.
· Additional research on financial capability interventions using protocols, strong and transparent methodology, manualized interventions, common outcomes, and more complete reporting is needed.

Research is needed on financial capability program outcomes for refugees, asylees, and other newcomers.

· There is a glaring lack of studies with these populations. The existing interventions may need to be adapted for these populations.



How did we identify evidence for this summary?

[bookmark: _Hlk31789002]
Included Studies

The Switchboard evidence database includes the following types of studies, categorized by their strength of evidence:

Strong Evidence
Meta-analyses: systematic analyses of sets of existing evaluations of similar programs

Systematic reviews: syntheses of the best available evidence on specific research questions that use narrative synthesis focused on evaluations of the impacts of at least one specific policy, program, or intervention. 

Moderate Evidence
Published individual impact evaluations using randomized controlled trials (RCTs/C-RCTs), natural experiments, quasi-experimental techniques such as difference-in-difference (DID), instrumental variables (IV), regression discontinuity design (RDD), propensity score matching (PSM) or other forms of synthetic matching, as well as fixed effects techniques with interaction terms. 

[bookmark: _Hlk39245209]Suggestive Evidence
Published studies using methods including non-systematic literature review, uncontrolled before-and-after tests, post-test only, interrupted time series (ITS), cross-sectional regressions, longitudinal panels, cohort and case-controls, as well as purely qualitative techniques. 

Excluded Studies

The Switchboard evidence database excludes case studies, unpublished suggestive research, opinion papers, descriptive studies, and unpublished literature reviews.  

Search Protocol

Studies included in the database focused on high-income or upper middle-income countries, including but not limited to the United States. Studies included must have been published since 2010. To identify relevant evidence, we searched the following websites and databases using the following population, methodology, and target intervention terms:

	Websites and Databases
	Population Terms
	Methodology Terms
	Target Intervention Terms

	PubMed
ASSIA
Social Services Abstracts
Social Work Abstracts
PsycInfo
Google Scholar

	refugee
OR
immigrant
OR
“unaccompanied minor”
OR
asylee
OR
“temporary protected status”
OR
 “victims of traffick*” 
OR
“traffick* victims”
OR
T-Visa
OR
U-Visa
OR
Cuban
OR 
Haitian
OR
Amerasian

	evaluation 
OR 
impact
OR
program 
OR 
intervention 
OR
policy 
OR 
project
OR
train*
OR
therapy
OR
treatment
OR
counseling
OR 
workshop
OR
review 
OR
meta-analysis
OR
synthesis
	“financial coaching”
OR
“financial counseling”
OR 
“financial education”
OR
“financial literacy” 
OR
“financial products”
OR
“asset building”
OR 
“individual development account”
OR 
IDA



For databases or websites that permitted only basic searches, free-text terms and limited term combinations were selected out of the lists above, and all resultant studies were reviewed for relevance. Conversely, for databases or websites with advanced search capability, we made use of relevant filters available. All search terms were searched in the title and abstract fields only in order to exclude studies that made only passing mention of the topic under consideration. 

After initial screening, Switchboard evidence mapping is prioritized as follows: First priority is given to meta-analyses and systematic reviews, followed by individual impact evaluations when no meta-analyses or systematic reviews are available. Evaluations that are rated as impact evidence are considered before those rated as suggestive, with the latter only being included for outcomes where no evidence is available from the former. 
Studies Included

Nine hundred forty-four studies were identified through database and website searching. Nine hundred thirty-four articles were excluded due to not meeting one or more of the inclusion criteria. Ten studies were eligible for inclusion. A list of studies included may be found below, with hyperlinks to the abstracts or full text (when available).  


Meta-Analyses and Systematic Reviews
Birkenmaier, J., Kim, Y., & Maynard, B. (2022). Financial outcomes of interventions designed to improve financial capability through individual development accounts: A systematic review. Journal of Evidence-Based Social Work, 19(4), 408–439. Abstract

Birkenmaier, J., Maynard, B., & Kim, Y. (2022). Interventions designed to improve financial capability: A systematic review. Campbell Systematic Reviews, 18(1), e1225. Full Text

Fernandes, D., Lynch Jr., J. G., & Netemeyer, R. (2014). Financial literacy, financial education, and downstream financial behaviors. Management Science, 60(8), 1861–1883. Full Text

Kaiser, T., & Menkhoff, L. (2017). Does financial education impact financial literacy and financial behavior, and if so, when? The World Bank Economic Review, 31(3), 611–630. Abstract

Peeters, N., Rijk, K., Soetens, B., Storms, B. M. L., & Koen, H. (2018). A systematic literature review to identify successful elements for financial education and counseling in groups. The Journal of Consumer Affairs, 52(2), 415–440. Abstract 

Treskon, M., Congdon, W. J., Martinchek, K., & Carther, A. (2021, March). Integrating financial capability into employment services: Literature synthesis (OPRE Report #2021-04). Office of Planning, Research, and Evaluation, Administration for Children and Families, U.S. Department of Health and Human Services. Full Text

Impact Evaluations
Barcellos, S. H., Carvalho, L. S., Smith, J. P., & Yoong, J. (2016). Financial education interventions targeting immigrants and children of immigrants: Results from a randomized control trial. The Journal of Consumer Affairs, 50(2), 263–285. Full text

Booshehri, L. G., Dugan, J., Patel, F., Bloom, S., & Chilton, M. (2018). Trauma-informed Temporary Assistance for Needy Families (TANF): A randomized controlled trial with a two-generation impact. Journal of Child and Family Studies, 27(5), 1594–1604. Abstract

French, D., McKillop, D., & Stewart, E. (2019). The effectiveness of smartphone apps in improving financial capability. The European Journal of Finance, 25(4-5), 302–318. Abstract

Suggestive Studies
Durodola, O., Fusch, P., & Tippins, S. (2017). A case study of financial literacy and wellbeing of immigrants in Lloydminster, Canada. International Journal of Business and Management, 12(8), 37–50. Full Text
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