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Abstract

Background: It has been suggested that improving people’s ability to deal with their finances, their financial
capability, will directly improve their wellbeing and indirectly their health. To this end, financial capability initiatives
have been funded by statutory and charitable health bodies, sometimes as part of a practice termed ‘social
prescribing’.

Discussion: This paper examines financial capability from the perspective of the Capability Approach to welfare
and justice. It argues that the Approach shows current conceptions of financial capability to be flawed in that they
focus on it as a personal quality in isolation from the socioeconomic environment. Using the Capability Approach
as applied to disability the paper argues that financial capability is best viewed as a ‘conversion factor’ rather than a
capability, that is, something necessary to convert resources, particularly money, into something of value to an
individual, such as an adequate pension. Often, those judged as lacking financial capability are poor and this fact is
at the heart of their inability to, say, plan a pension; by contrast, those who are not poor may find it relatively easy

practical implications for Public Health.

to do so and thus be deemed financially capable. Hence there are two distinct types of financial capability: i) in
poverty and i) not in poverty. To be able to plan a pension or make ends meet in poverty requires distinct and
perhaps rare skills in an individual. However, some environmental or social changes may help individuals to
improve their financial capability without calling on them to develop extraordinary abilities. Given the potential of
such work to improve people’s health, making such changes can reasonably be described as Public Health work.
The article concludes with a defence of this use of the Capability Approach against possible criticism.

Summary: The Capability Approach enables analysis of financial capability that is theoretically important to and has
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Background

Approximately, financial capability is people’s ability to
deal with their finances by such things as planning their
pension and making ends meet. A shortfall in people’s
financial capability has been identified as partially to
blame for bad financial planning, such as a lack of
personal pension provision [1]. Raising the national level
of financial capability, particularly amongst the poorest
in the population, has become a target of a number of
Western Governments. In the UK, for example, State
and Third-Sector bodies have been charged with the task
of improving financial capability through, for example,
financial education in schools [2-4]. One potential bene-
fit of this would be improvement in wellbeing, particu-
larly psychological; a review of data from the British
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Household Panel Survey from 1991-2006 found a strong
association between financial capability and psycho-
logical wellbeing [5]. They conclude that these findings
are ‘consistent with the hypothesis that changes in finan-
cial capability lead to changes in psychological wellbeing’
([5]; p-5)- There is also evidence that related features of
financial capability, such as avoidance of debt, have
health benefits [6,7]. The mechanism for such benefits is
not straightforward; the Joseph Rowntree Foundation
recently published a review of 272 papers setting out
theories examining how income affects health. Amongst
these were empirical studies showing how the stress of
managing low income can lead to biochemical changes
that cause ill health ([8]: especially pp. 35-38). Insofar as
financial capability work reduces such stress, an inverse
effect might be expected.

Because of such considerations, financial capability
initiatives have been viewed as potential public health

© 2015 Allmark and Machaczek; licensee BioMed Central. This is an Open Access article distributed under the terms of the
Creative Commons Attribution License (http://creativecommons.org/licenses/by/4.0), which permits unrestricted use,
distribution, and reproduction in any medium, provided the original work is properly credited. The Creative Commons Public

Domain Dedication waiver (http://creativecommons.org/publicdomain/zero/1.0/) applies to the data made available in this

article, unless otherwise stated.


mailto:p.allmark@shu.ac.uk
http://creativecommons.org/licenses/by/4.0
http://creativecommons.org/publicdomain/zero/1.0/

Allmark and Machaczek BMC Public Health (2015) 15:243

initiatives and perhaps worth funding as such through,
for example, the National Health Service [6]. This has
sometimes been done as part of a practice termed ‘social
prescribing’. If successful, initiatives to enhance financial
capability would have the side-benefit of reducing health
inequality between rich and poor as well as improving
the health of those targeted. Up to now, these interven-
tions have primarily been education and the evidence for
the effectiveness of financial capability training is weak
[5], a point we return to later.

This paper will draw upon the Capability Approach to
assessing welfare and social justice to argue that finan-
cial capability as presently conceptualised is flawed. It
will suggest that the idea of improving people’s ability to
deal with their financial situation, and indirectly to im-
prove health, can be rescued from the problems but that
doing so has practical implications. We start with a
commonly used definition of financial capability.

Discussion

World Bank definition of financial capability

In a 2013 report Making Sense of Financial Capability
Surveys around the World, The World Bank draws to-
gether the notions of financial wellbeing, financial cap-
ability and financial literacy [9]. Financial wellbeing
exists where individuals get the financial services to fit
their needs, such as adequate pension planning. Finan-
cial literacy is people’s knowledge and awareness of fi-
nancial concepts and products. Financial literacy is not
enough on its own to ensure Financial Wellbeing; the
individual will also need the absence of internal barriers
to behaving in her best financial interest. For example,
someone with drug addiction problems may still fall into
debt or destitution despite financial literacy. Thus the
Report’s final definition of Financial Capability is:

‘the internal capacity to act in one’s best financial
interest given socioeconomic environmental
conditions. It therefore encompasses the knowledge,
attitudes, skills and behaviors of consumers with
regard to managing their resources and
understanding, selecting and making use of financial
services that fit their needs’ (p. 7).

The capability approach

The use of the term ‘capability’ leads some to posit a link
to the Capability Approach to social justice developed
Armatya Sen and Martha Nussbaum [10,11]. At the core
of the Capability Approach is the concept of people’s
functionings, what they do and are. Examples of ‘doing’
are travelling, going to work, washing and reading. Ex-
amples of ‘what you are’ (or ‘beings’) are educated,
healthy, isolated and undernourished. People’s wellbeing
is grounded in these functionings; and the functionings
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emerge from their choices. Capabilities are the free
choices we have; functionings the results of the choices
we make. Individuals’ conceptions of a good life, of well-
being, differ; the steam trains adored by one person will
bore another. Hence although watching steam trains is
an option for many people, few will do it: watching
steam trains is a capability for many but a functioning
for few.

Our choices are constrained in various ways: some are
impossible for all; we cannot choose to fly unaided.
Some are impossible for many; most cannot buy a
Lamborghini. Some are possible but only with mighty
sacrifice; wealthier people might be able to buy the
Lamborghini but only by selling their house. Thus we
may think of our choices as belonging in sets. I might
have a set which contains a house and another which
contains a Lamborghini but I do not have a set which
contains both. Other people’s sets are restricted in more
important ways; for example, they may be able to earn
enough to be adequately nourished but only by working
so many hours they barely spend time with their family.
These discrete packages of choices are our Capability sets.
We might think of our complete set of capability sets as
our overall Capability, that is, what we can be and do.

The overall Capability of each individual is a product
of the resources available to people plus their ability to
convert the resource into a functioning, such as the
ability to convert a bicycle into a means of transport or
wages into adequate pension provision. Some authors
denote this ability a ‘conversion factor’ [12,13]. Conver-
sion factors have three elements: personal, environmen-
tal and social. Thus in order for a woman to convert
food into adequate nutrition she needs to be: i) Personally
well enough to absorb the nutrition; ii) Environmentally
placed such that she can obtain the food without, say,
having to cross a dangerous desert; and iii) In a social
position where such things as norms, laws and power
relations permit her to obtain and eat the food.

The Capability Approach is summarised in Figure 1.

In order for the Capability Approach to be used to
judge the quality of life and justice of social arrange-
ments we need to identify what choices, or capabilities,
are required for someone to have adequate life quality. If
I feel my life is rendered imperfect or unhappy by my in-
ability to own a Lamborghini then it would seem reason-
able for others to criticise me rather than social
arrangements, pointing to my family, home and various
other circumstances as reasons that I should be content.
By contrast, the people unable to spend time with their
families because they have to work so many hours to get
money for food would seem to have a prima facie cause
to complain of injustice.

To show why the person lacking family time has cause
for complaint (whilst the one lacking a Lamborghini



Allmark and Machaczek BMC Public Health (2015) 15:243

Page 3 of 5

Resources/Commodities

Capability sets -
can do and

Figure 1 The Capability Approach - based on Robeyns [12] and Marron [13].

Conversion Factor

what you
be

does not) we can turn to Nussbaum. She suggests ten
core capabilities all of which need to be present within
at least one of a person’s capability sets if that person is
to have a chance of a satisfactory life quality [10]: these
relate to life; bodily health; bodily integrity; senses, im-
agination and thought; emotions; practical reason; affili-
ation; other species; play; and control over one’s political
and material environment. The precise details of these
need not concern us but we should note that Nussbaum
views these as ends rather than means; in order to live
well individuals must have the freedom to, say, take part
in political life or enjoy a life of reasonable length and
health.

Financial capability and the capability approach
It follows that financial capability is not a capability of
the Sen/Nussbaum type. For most people it is a means
to ends that are genuinely constitutive of a good life,
such as adequate nutrition and health, control and the
ability to play. Financial capability might however be
considered a conversion factor necessary for an individ-
ual to convert a resource, money, into various financial
goods. In modern Western societies this would include,
for example, adequate pension planning either alone or
with state help. Financial capability as a conversion
factor is people’s ability to convert their resources (the
outer ring in Figure 1) to capability sets that include the
necessary financial goods (the middle ring). Whether or
not the individual chooses to make the conversion is
down to them; if they do, it will be part of their
functionings.

If financial capability is best conceived of as a conver-
sion factor, is lack of financial capability equivalent to a

kind of disability, of the type discussed extensively by
Nussbaum [10]? Let us return to the example of the
woman and her ability to convert wages into adequate
nutrition. Extend this to two women receiving the same
income. One, call her Margaret, has no major health
problems; the other, Josie, is diabetic and wheelchair-
bound. Margaret finds getting adequate nutrition straight-
forward; she is able to get to the supermarket, find the
food she needs, buy cheap offers and so on. She is also
left with enough money to fund a reasonable social life
and to plan her future finance. Josie struggles to get by
on the same money: she has to pay carers to help her
go shopping and has to buy special foods, which are
expensive. The carers used to be provided by the local
council but this has recently been cut. Although she
manages to feed herself, she has to sacrifice things she
values, such as trips out, and her pension plan is inad-
equate. We might say that her overall Capability is far
more constrained than Margaret’s. In this example,
Josie’s lack of a pension and of money for trips out
might be described as her lacking the conversion factor
to do so. But that lack is not just of a personal physical
element, her wheelchair-dependence and diabetes. It
also has social and environmental elements, such as the
lack of an enabling transport system and lack of welfare
provision. As Nussbaum puts it,

“To realize one of the items on the list [of core
capabilities] ... entails not only promoting appropriate
development of their internal powers, but also
preparing the environment so that it is favourable for
the exercise of practical reason and the other major
functions.” ([14]; p.85)
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Nussbaum acknowledges that in some cases personal
disability puts a core functioning out of someone’s reach;
someone with severe mental handicap might lack the
ability to take part in political life no matter how enab-
ling the social arrangements. But in general, we should
consider conversion factors as a personal, social and
environmental package.

Taking financial capability to be a type of disability ex-
poses a problem with its usual formulation. A conver-
sion factor has social, environmental and individual
elements. A disability indicates that the individual elem-
ent is such that adjustments need to be made to the so-
cial and environmental elements in order for the person
to convert resources to capability sets. If we take tetra-
plegia as an example of disability, in order to achieve
mobility such an individual requires additional resources
from society (to pay for a wheelchair, say) plus changes
in the environment, such as wheelchair ramps. However,
this is not the case where someone is said to lack finan-
cial capability. Such an individual generally has fewer
financial resources to begin with and thus requires add-
itional individual skills in order to achieve the endpoint
of adequate financial planning over a lifespan. Such
people are not being required to plan an adequate pen-
sion but rather to plan an adequate pension from a pos-
ition of poverty. In this sense, the financial capability of
someone in poverty is a different feature from the finan-
cial capability of someone not. It would be better there-
fore to talk of the conversion factor as ‘financial
capability in poverty’ to remove the ambiguity. Much of
the charitable and public sector work is thus about
developing ‘financial capability in poverty’.

Health and ‘financial capability in poverty’
We have argued that financial capability is not a capabil-
ity in the sense of the Capability Approach, but this is
not in itself a flaw; those using the term financial cap-
ability do not need to make such a claim. The flaw lies
in the judgement of financial capability or incapability
being made without adequate heed of the starting points
of the individuals so judged. This can be illustrated using
the model of the Capability Approach presented in
Figure 1. This shows three nested circles: resources/
commodities; capability sets; and functionings. Resources
and capability sets are linked by Conversion Factors;
capability sets and functionings are linked by choices. The
main difference between those in poverty and those not is
the size of the outer circle; poverty means fewer resources.
It follows that some different conversion factors may be
required for those with limited resources to achieve im-
portant functionings; ‘financial capability in poverty’ is one
such conversion factor.

What are the implications for those working in Public
Health? The motivation to work with financial capability
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arises from observation of a link between health and
finance, as set out above. As such it is reasonable to
consider work to improve financial capability of those in
poverty as work for Public Health. Once financial cap-
ability is reconceived as ‘financial capability in poverty a
problem with the approach becomes apparent; would it
not be better not to have the poverty in the first place?
This may be so but it is surely beyond the remit of
Public Health to make the necessary changes, even if we
were agreed what those are.

Given that there is poverty, would not the develop-
ment of ‘financial capability in poverty’ be reasonable
Public Health work? The answer is in the affirmative but
with the caveat that this capability is seen from the
Capability Approach perspective as a conversion factor,
with individual, social and environmental elements.
Nussbaum’s writings provide many examples of people
who manage in poverty to live well; but they often re-
quire extraordinary skills to do so; only with such skills
will they have the conversion factor to turn their re-
sources over a lifetime into education, food, health and
SO on.

Thus one problem with financial capability work when
conceived as correcting shortfalls in the abilities of indi-
viduals is that it might be trying to develop the extraor-
dinary in people who are for the most part ordinary. It
might simply be unreasonable to expect people in pov-
erty to live life free of short-term high-interest debt, for
example. Furthermore, the environment might be such
as to create coping strategies that are undesirable, such
as benefit fraud, or unsustainable, such as the building
of multiple loans to offset each other. However, once
financial capability work is conceived of more widely, to
include environmental and social factors, there are social
and environmental changes that professionals and vol-
unteers can make at various levels. Examples include:
making cheaper finance available through Credit Unions;
working with the Police to remove loan sharks; helping
individuals with debt; removing barriers to employment;
and ensuring individuals take benefits and tax breaks
they are due.

Often individuals in poverty will face a network of
problems, some of which might be related to individual
shortfalls in ability or education. As such, there may be
skills that can be developed that help individuals cope
with their limited finances. It is plausible that individuals
will have shortfalls in ability or education that can be
offset through, for example, training; but this needs to
be set against the point already made that we should not
expect ordinary people to develop extraordinary abilities.

It is not clear whether such work is best described as
developing ‘financial capability in poverty’ (or financial
capability work) or simply as helping individuals out of
poverty, but perhaps not too much rests on this
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distinction. It might also be said that developing ‘finan-
cial capability in poverty’ is not rightly conceived of as
Public Health work any more than is work in other areas
of social policy such as education; just as work to im-
proving ‘financial capability in poverty’ improves health
so does improving educational attainment. Again, it may
be that not too much rests on the distinction; the key
point is that financial capability work, properly con-
ceived as a social, environmental and individual package,
has potential to improve the public’s health and to
reduce health inequality - both of which are goals of
Public Health. Whether it is described as Public Health
or not is probably a function of the intention with which
it is undertaken; our belief is that it could be undertaken
with a direct Public Health intention. At present, the
concept as described by the WHO or the Financial
Services Authority is developed on the basis of outcomes
such as making ends meet or planning an adequate pen-
sion. This and with it the current approach to enhancing
financial capability over-emphasizes the individual elem-
ent of the package.

Summary

This article has put the Capability Approach to the ana-
lysis of Public Health work that aims to improve health
through improving financial capability. The conclusions
are both theoretical and practical. On the theory side,
financial capability is better characterised i) as a conver-
sion factor rather than a capability and ii) as a factor
that is different in different circumstances, particularly
in poverty or not. On the practice side, rather than say
that the poor unlike others lack an ability to make ends
meet we should recognise that making ends meet in
poverty requires particular and perhaps rare abilities and
emphasise instead the environmental and social elements
of the conversion factor.

Someone might argue that the Capability Approach
has added little here other than a layer of unnecessary
theoretical complexity; practitioners already do the com-
bination of social, environmental and individual work
for health in poverty; their basis for this is either some
kind of intuition or common-sense, or, perhaps, a more
straightforward and widely used theory such as those
based on utilitarian style calculations (such as welfarism)
[15]. Tackling this criticism in full would require a
second article. However, we would make the following
observation.

If there were intuitive (or other) agreement on how
financial capability is achieved and how it is related to
health then there would be no need to examine it analyt-
ically as we have here. However, there is not. There is
evidence that financial capability is wrongly conceived of
as primarily an individual attribute, notably lacking in
the poor. Alongside, there is disagreement about how to
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develop it and a notable lack of success in doing so. The
analysis in this article points to why this might be so.

Competing interests
The authors declare that they have no competing interests.

Authors’ contributions

PA and KM performed the literature review that underpins this discussion.
PA wrote the last draft of the manuscript. Both authors read and approved
the final manuscript.

Acknowledgements

This article is the product of a larger project funded by the Wellcome Trust
and by Higher Education Innovation Funding (HEIF). Thanks to John Paley
for comments on an earlier draft. Thanks to the three reviewers for this
journal. A substantial revision was made in the light of their comments; this
has, we believe, significantly improved the article.

Received: 13 October 2014 Accepted: 26 February 2015
Published online: 14 March 2015

References

1. Financial Services Authority. Financial Capability in the UK: Establishing a
baseline [Internet]. London. Available at: http://www.fsa.gov.uk/static/pubs/
other/fincap_baseline.pdf.

2. Financial Services Authority. Building financial capability in the UK [Internet].
London; 2003. Available at: http://www.fsa.gov.uk/pubs/other/financial_
capability_uk.pdf.

3. Local Government Association. Financial capability: supporting healthy
communities [Internet]. 2011. Available from: http://www.local.gov.uk/
health/-/journal_content/56/10180/3510821/ARTICLE.

4. TRANSACT. Financial Inclusion Taskforce Research Programme (2005-2011)
[Internet]. 2011. p. 1-5. Available at: http//www.toynbeehall.org.uk/research-archive.

5. Atkinson A. Evidence of impact: an overview of financial education
evaluations. London: Financial Services Authority; 2008.

6. Allmark P, Baxter S, Goyder E, Guillaume L, Crofton-Martin G. Assessing the
health benefits of advice services: using research evidence and logic model
methods to explore complex pathways. Health Soc Care Community.
2013;21(1):59-68.

7. Williams T. Review of research into the impact of debt advice [Internet].
Social Research. 2004. Available at: http://webarchive.nationalarchives.gov.
uk/20100210214359/http:/Isrc.org.uk/publications/impactlitrev.pdf.

8. Benzeval M, Bond L, Campbell M, Egan T, Petticrew M, Popham F. How
does money influence health? Joseph Rowntree Foundation; 2014. Available
at: http//www jrf.org.uk/sites/files/jrf/income-health-poverty-full.pdf.

9. Bank T. Making sense of financial capability surveys around the world
[Internet]. DC, US: Washington; 2013. Available at: http://responsiblefinance.
worldbank.org/~/media/GIAWB/FL/Documents/Misc/Financial-Capability-
Review.pdf.

10.  Nussbaum M. Creating capabilities: the human development approach.
USA: Belknap; Harvard University Press; 2011.

11. Sen A. The idea of justice. Harmondsworth: Penguin; 2010.

12. Robeyns |. The capability approach: a theoretical survey. J Human Dev.
2005;6(1):93-117.

13. Marron D. Governing poverty in a neoliberal age: new labour and the case
of financial exclusion. New Political Econ. 2013;18(6):785-810.

14. Nussbaum M. Women and human development: the capabilities approach.
Cambridge: Cambridge University Press; 2000.

15. Adler M. Well-being and fair distribution: beyond cost-benefit analysis. New
York: Oxford University Press; 2012.


http://www.fsa.gov.uk/static/pubs/other/fincap_baseline.pdf
http://www.fsa.gov.uk/static/pubs/other/fincap_baseline.pdf
http://www.fsa.gov.uk/pubs/other/financial_capability_uk.pdf
http://www.fsa.gov.uk/pubs/other/financial_capability_uk.pdf
http://www.local.gov.uk/health/-/journal_content/56/10180/3510821/ARTICLE
http://www.local.gov.uk/health/-/journal_content/56/10180/3510821/ARTICLE
http://www.toynbeehall.org.uk/research-archive
http://webarchive.nationalarchives.gov.uk/20100210214359/http:/lsrc.org.uk/publications/impactlitrev.pdf
http://webarchive.nationalarchives.gov.uk/20100210214359/http:/lsrc.org.uk/publications/impactlitrev.pdf
http://www.jrf.org.uk/sites/files/jrf/income-health-poverty-full.pdf
http://responsiblefinance.worldbank.org/~/media/GIAWB/FL/Documents/Misc/Financial-Capability-Review.pdf
http://responsiblefinance.worldbank.org/~/media/GIAWB/FL/Documents/Misc/Financial-Capability-Review.pdf
http://responsiblefinance.worldbank.org/~/media/GIAWB/FL/Documents/Misc/Financial-Capability-Review.pdf

	Abstract
	Background
	Discussion
	Summary

	Background
	Discussion
	World Bank definition of financial capability
	The capability approach
	Financial capability and the capability approach
	Health and ‘financial capability in poverty’

	Summary
	Competing interests
	Authors’ contributions
	Acknowledgements
	References

