
standard deduction, personal exemptions, and other credits), will 
not receive any benefit from the Saver's Credit. This is likely the 
case for many low-income tax filers who appear to be potentially 
eligible for the 50% credit rate, but in fact will receive no benefit. 
Moderate-income tax filers who are potentially eligible for the 
20% or 10% credit rates are more likely to actually realize those 
tax credits because they have higher income, and therefore higher 
tax against which the credits can be applied.   

From Financial Education to Financial Capability: 
Opportunities for Innovation 

  
Joshua Sledge, Center for Financial Services Innovation 

Jennifer Tescher, Center for Financial Services Innovation 
Sarah Gordon, Center for Financial Services Innovation 

 
Though the financial education field has grown significantly 

in recent years, Americans are still struggling financially. This 
paper introduces a burgeoning framework that calls for a more 
direct focus on addressing consumer financial behavior and 
outcomes. This approach seeks to expand interventions beyond 
the classroom, pulling in stakeholders across sectors to build 
innovative tools and resources to help consumers make better 
decisions and achieve their financial goals. By implementing and 
refining this approach through a process of exploration and 
evaluation, resources can be better directed toward solutions that 
have a greater impact on the financial lives of Americans. 

 
Table 1 
Retirement Savings Tax Credit Eligibility Limits for 2007 
 

  MAGI Thresholds by Filing Status  
Credit Maximum  Head of Married Filing 
 Rate Credit Single Household Jointly  
50% $1,000 $1–$15,500 $1–$23,250 $1–$31,000 
20% $400 $15,501–$17,000 $23,251–$25,500 $31,0001–$34,000 
10% $200 $17,001–$26,000 $25,501–$39,000 $34,0001–$52,000 
 0% $0 > $26,000 > $39,000 > $52,000 
 

Note: The maximum qualifying contribution is $2,000, which, unlike the income threshold, is not 
indexed for inflation. 

The recent economic downturn has revealed that Americans 
at all income levels exhibit difficulty in managing their finances 
and are ill-prepared to endure economic stresses. Across the 
financial services landscape, the need to chart a new course for 
financial education has never been more apparent. Consumers 
urgently need more information and tools to recover financially 
and steward their financial resources. The financial education 
field is also evolving as a result of the economic crisis. The most 
noticeable change so far—and an important one—is a shift in 
language, from financial education to financial capability. The 
shift in language is more than semantics. Financial education is a 
set of consumer inputs, seeking to address what people know; 
financial capability is a set of consumer outcomes, placing an 
emphasis on what people actually do. The field of behavioral 
economics has demonstrated that people do not make financial 
decisions based solely on their logical knowledge but are also 
influenced by a host of psychosocial factors and inherent biases; 
this dynamic can lead people to make decisions despite knowing 

 
Review of Literature 

 
While many tax filers may qualify for the Saver's Credit, 

adoption of the Saver's Credit has been slow. The Saver's Credit 
was first offered in 2002 and claimed by approximately 5.3 
million tax filers, representing approximately 4.1% of all tax 
returns filed (Southworth & Gist, 2008). However, 40.0%, or 2.7 
million tax filers, who were eligible for the credit and made 
qualifying retirement savings contributions in 2002 failed to claim 
the credit (Koenig & Harvey, 2005). Utilization of the credit has 
not increased substantially since 2002. Tax filers who are more 
likely to qualify for the credit are less likely to be aware of the 
credit. In 2008, approximately 20% of employees were aware that 
the Saver's Credit existed. Of these, only 25% of them had ever 
claimed the credit (Transamerica Retirement Survey, 2009), which 
is approximately the same rate of utilization when the credit was 
first introduced in 2002.  
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Credit and assesses the effectiveness of an educational 
intervention in raising tax filers’ awareness of the credit. Tax filers' 
intentions to increase savings are also examined in light of their 
change in awareness of the credit.   

they are not in their best interest. The financial capability 
framework accounts for these behavioral influences by focusing 
on more directly helping consumers adopt behaviors that will lead 
to better financial health and an improved ability to manage their 
financial lives. There is no standard definition of the behaviors 
that make a consumer “financially capable,” but most definitions 
tend to include the following elements: being able to cover 
monthly expenses with income; tracking spending; planning 
ahead and saving for the future; selecting and managing financial 
products and services; and gaining and exercising financial 
knowledge (Atkinson, McKay, Kempson, & Collard, 2006; 
FINRA Investor Education Foundation, 2009; Government of 
Canada, 2005). 

 
How the Saver’s Credit Works 

 
The Saver's Credit is calculated by multiplying participants' 

qualifying contributions to their retirement savings accounts by 
the applicable credit rate. If no tax liability exists, the Saver's 
Credit is zero. Credit rates range from 10% for moderate-income 
tax filers to the maximum rate of 50% for low-income tax filers. 
The Saver's Credit is applied after the following credits have been 
applied: foreign tax credit, credit for child and dependent care 
expenses, credit for the elderly or disabled, and education credits. 
The maximum amount of the Saver's Credit is the lesser of 
$1,000 or the remaining tax liability after the previously identified 
credits have been offset against the computed tax. Due to the 
complexity of the Saver's Credit, it is difficult to determine its true 
value before completing the tax return. However, the applicable 
credit rate can be determined using the tax filer’s modified 
adjusted gross income (MAGI) and filing status; thus, a maximum 
potential benefit can be estimated by multiplying the applicable 
credit rate by the desired contribution amount. Voluntary 
contributions made to the following accounts are eligible for the 
credit: 401(k)s, 403(b)s, governmental 457 plans, SARSEPs 
(Simple Reduction Simplified Employee Pension Plans), SIMPLE 
401(k)s, SIMPLE IRAs, traditional IRAs, and Roth IRAs. Full-
time students, those under the age of 18, and dependents are not 
eligible for the Saver's Credit. Table 1 shows the MAGI and credit 
relationship for each filing status for 2007, the year in which data 
for this study were collected.   

 
Effective Interventions 

 
In an effort to identify effective approaches to instituting the 

financial capability framework, we scanned the financial 
education literature and interviewed representatives from 22 
organizations active in the financial education field and financial 
services industry.1 From our research and the reported 
experiences of the interviewees, we identified the following key 
elements of effective financial capability interventions that more 
directly facilitate improvements in financial behavior. 

 

- 17 - 
 

                                                 
1 We spoke to representatives from the following organizations during the 
interview process (service location provided in parentheses for direct service 
providers): Churnless, Citi, Center for Financial Social Work, Credit Builders 
Alliance, Credit Where Credit is Due, Inc. (New York City, NY), Dartmouth 
College, Doorways to Dreams Fund, Eastside Financial Center (St. Paul, MN), 
Filene Research Institute, The Financial Clinic (New York City, NY), The 
Financial Literacy Group, Financial Stability Partnership (Omaha, NE), 
HelloWallet, KeyBank, Mission Asset Fund (San Francisco, CA), National 
Endowment for Financial Education, National Foundation for Credit 
Counseling, New York City Office of Financial Empowerment, Pew Charitable 
Trusts, Smarty Pig, University of Illinois, WECO Fund, Inc. (Cleveland, OH). 

A significant limitation of the Saver's Credit is that it is a non-
refundable credit. Thus, a LMI tax filer who appears to be eligible 
for the 50% credit rate, and who makes a qualifying contribution 
to a savings account but has zero income tax (because of the  
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1. Relevant: Programs and new concepts that focus on content 
relevant to participants’ concerns are more likely to be 
accepted and to motivate change. 

Raising Consumers' Awareness of Savings Opportunities: 
The Saver's Credit and Tax Season 

 
2. Timely: Timing the delivery of information to coincide with 

key life events or decision points can help consumers better 
understand their behaviors.  

Lance Palmer, University of Georgia 
Joseph W. Goetz, University of Georgia 

Nathanial J. Harness, Texas A&M University - Commerce 
3. Actionable: When people can immediately act upon advice, 

results are more effective. For example, pairing messages about 
the benefits of saving with an opportunity to open an account 
can be a compelling approach. 

 
Low and moderate-income (LMI) households qualify for, but 

fail to claim, billions of dollars in tax refunds each year 
(Southworth & Gist, 2008). This gap has closed dramatically in 
recent decades as the IRS has improved its communication and 
education regarding such credits (Koenig & Harvey, 2005). 
Households’ increased usage of tax preparation software has also 
led to increased awareness of various tax-saving credits. However, 
awareness of certain tax credits targeted at LMI households, such 
as the Retirement Savings Contributions Credit (also known as the 
Saver's Credit), remains low. Thus, many eligible tax filers 
unfortunately fail to claim and benefit from this particular credit.  

4. Ongoing: Periodic progress assessments and tracking 
capabilities help consumers establish positive habits and 
internalize the long-term impact of their decisions.  

 
A Framework for Financial Capability Innovation 

 
Promoting financial capability requires a broader range of 

tools and programs delivered by an array of providers to help 
consumers positively change their financial behavior. Chart 1 
shows several existing tools and programs that can be brought to 
bear to improve consumers’ financial capability. The chart 
categorizes financial capability resources by two characteristics: 
degree of consumer commitment and intensity of delivery. 

The Saver’s Credit was introduced to provide retirement 
savings incentives to LMI tax filers as part of the 2001 Economic 
Growth and Tax Reconciliation Relief Act. The credit works such that 
low- to moderate-income individuals who make voluntary 
contributions to qualifying retirement savings accounts may 
receive a nonrefundable tax credit up to 50% of the first $2,000 
in contributions. The Saver’s Credit is in addition to the tax 
deduction and tax deferral benefits associated with most voluntary 
contributions to tax-advantaged retirement savings accounts. The 
Saver’s Credit is also available to individuals who contribute to 
Roth IRAs or employer-sponsored Roth plans. It can provide a 
significant tax benefit to LMI individuals who are able to set 
money aside for retirement, but many such individuals fail to 
claim it and even greater numbers are unaware of it (Gale, Iwry, 
& Orszag, 2005; Southworth & Gist, 2008; Transamerica 
Retirement Survey, 2009).  

The measure of consumer commitment recognizes that 
consumers have differing degrees of motivation to improve their 
financial capability and may be more likely to use a particular 
resource based on the time and effort required. Financial 
communication tools require a minimal commitment on the 
consumer’s part, can be easily integrated into product design and 
delivery, and present relevant information for financial decisions. 
Financial knowledge programs appeal to consumers who are 
interested in learning more about financial concepts. Financial 
engagement resources provide support through a longer-term 
relationship with the user. 

 This study uses a convenience sample of low- to moderate-
income tax filers to examine their familiarity with the Saver’s  
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The measure of intensity of delivery recognizes the way each 
resource “touches” its users. “High-touch” resources are more 
likely to involve in-person relationships and provide opportunities 
for dialogue. “Low-touch” tools tend to employ technology or to 
connect with users in limited interactions. The degree of intensity 
determines a provider’s ability to reach a large number of 
consumers in a cost-efficient manner. By finding ways to leverage 
low-touch technologies to replicate the in-depth interaction 
inherent in high-touch resources, innovative industry players can 
potentially create more holistic and powerful financial capability 
interventions that can be scaled in a cost-efficient manner. These 
types of cost considerations can help to more efficiently allocate 
program funding toward those resources that achieve the greatest 
impact on consumer behavior given their costs.  

Underlying the various financial capability programs and 
resources is the assumption that using financial services as a 
means of practicing sound financial management is a key 
component to improving one’s prospects for financial security 
and prosperity. Empirical evidence provides support for this 
belief. In a 1999 study of US Census Survey of Income and Program 
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Du, P. (2006). Economic status, work, and retirement in China. 
In H. Yoon & J. Hendricks (Eds.), Handbook of Asian aging 
(pp. 145-163). Amityville, NY: Baywood.  

Participation data, Carney and Gale (2000) found that households 
without a transaction account were less likely to hold financial 
assets, own a home, or own a car than households that had one. 
By providing consumers with guidance on how best to use 
financial services to their benefit, financial capability resources 
play a significant role in improving financial health. 

Grable, J. E., Park, J., & Joo, S. (2009). Explaining financial 
management behavior for Koreans living in the United States. 
The Journal of Consumer Affairs, 43(1), 80-107. 

The following sections highlight existing resources and 
promising innovations in financial communication, financial 
knowledge, and financial engagement.  

Hsee, C. K., & Weber, E. U. (1999). Cross-national differences in 
risk preference and lay predictions. Journal of Behavioral 
Decision Making, 12(2), 165-179.  

 Jiang, L. (1994). Parity and security: A simulation study of old-age 
support in rural China. Population and Development Review, 
20(2), 423-448.  

Financial Communication 
 

Even with low consumer commitment, it is increasingly 
possible to provide timely, relevant information that can help 
consumers avoid short-term mistakes and encourage longer-term 
thinking. These interventions, often integrated into financial 
transactions, create an opportunity to influence behavior at 
actionable moments and can help consumers more efficiently 
track spending and increase savings. Financial communication 
resources can generally be delivered at a low cost by leveraging 
technology or redesigning existing processes to provide 
information that can help steer consumers toward better financial 
behavior.  

Johnson, P. J. (2003). Financial responsibility for the family: The 
case of Southeast Asian refugees in Canada. Journal of Family 
and Economic Issues, 24(2), 121-142.  

Krause, N., & Liang, J. (1993). Stress, social support and 
psychological distress among the Chinese elderly. Journal of 
Gerontology, 48(6), 282-291.  

Li, S., Feldman, M. W., & Jin, X. (2004). Children, marriage 
form, and family support for the elderly in contemporary rural 
China: The case of Songzi. Research on Aging, 26(3), 352-384. 

Liao, L., Huang, N., & Yao, R. (2010). Family finances in urban 
China: Evidence from a national survey. Journal of Family and 
Economic Issues, 31(3), 259-279.  Disclosures, in which financial services providers are required 

by law to explain the terms and conditions of their products, 
represent a basic approach to financial communication. However, 
these disclosures often appear as footnotes written in difficult-to-
understand language and can leave consumers with no clear 
picture of how the product works, resulting in costly fees and 
penalties and an inability to comparison shop. In response, bank 
regulatory agencies have created simplified disclosure models, 
such as the Schumer Box, which organizes credit card terms and 
conditions in a consistent and transparent manner, allowing 
consumers to more easily compare card offerings. More recently, 
the Credit Card Accountability Responsibility and Disclosure Act of 
2009, signed into federal law in May 2009, sought to enhance 

Liu, X., Liang, J., & Gu, S. (1995). Flows of social support and 
health status among older persons in China. Social Science and 
Medicine, 41(8), 1175-1184.  

Shanghai Research Center on Aging (2009, September). How to 
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Sun, R. (2002). Old age support in contemporary urban China 
from both parents’ and children’s perspectives. Research on 
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personal financial planning industry is growing rapidly, and 
experts predict that more and more people in China will use 
personal financial planning services (Liao, Huang, & Yao, 2010). 
A crucial challenge, therefore, is to enhance financial literacy 
among seniors. Acquiring and managing economic know-how is 
needed for seniors to take on an unprecedented degree of 
responsibility for their retirement planning.  

product disclosures to better inform credit cardholders of the 
consequences of their financial decisions. For instance, the law 
required issuers to modify their periodic customer statements to 
display how long it would take a cardholder to pay off their 
balance and the corresponding interest cost if they were to only 
make minimum payments.  

Some banks and state governments are moving beyond 
meeting base requirements in designing disclosures. In 2007, the 
Center for Financial Services Innovation released a report 
detailing efforts by U.S. Bank, Citibank, and Wells Fargo to 
increase product transparency (Gartner, 2007). Additionally, 
Collins (2008) found that when consumers applying for high-cost, 
cash-out refinance mortgages were required to sign a state 
mandated disclosure that spelled out the consequences of default 
and included a clear warning, such as “YOU COULD LOSE 
YOUR HOME,” they were more likely to reject the offer. As a 
result of the disclosure, consumers were given pause to consider 
the potential impact of their choice, leading many to turn away 
from a potentially harmful product. 

Helping seniors recognize the importance of alternative 
retirement planning solutions, such as participating in social 
security and commercial programs, along with maintaining 
adequate savings, may be the first step in helping them prepare for 
retirement. The government and society may also need to take 
some responsibility for educating seniors by focusing on the 
knowledge and resources needed to fulfill their retirement goals. 
Social and community networks could serve as effective 
educational channels for providing seniors with retirement 
planning education, in light of the result from this study, which 
found a significant correlation between elders’ social and 
community group participation and their savings behavior. 
However, a majority of the senior population is not yet involved 
in social and community groups. Therefore, a goal for society may 
be to promote social involvement among seniors and to provide 
education through social and community activities.  

Useful information can also be integrated into the customer 
experience at the point of transaction. Referred to as “in-line 
messaging,” this approach recognizes that a customer is already 
thinking about their financial situation when they enter a physical 
location to make a financial transaction, creating an opportune 
moment to address their financial behavior. For example, 
KeyBank, through its KeyBank Plus initiative, provides check-
cashing services in certain branches. After repeated engagement, 
branch staff members are trained to encourage customers to open 
a deposit account, which would eliminate their check-cashing fees.  
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Among others, Citibank, Chase, and Bank of America offer email 
and text message account alerts, as well as more complete banking 
applications through mobile web browsers and smart-phone 
applications. This approach has been shown to be effective. In a 
recent study conducted in Bolivia, the Philippines, and Peru, 
Karlan, McConnell, Mullainathan, and Zinman (2010) found that 
messages sent to low- and middle-class bank customers reminding 
them to make contributions to savings accounts led to a 6% 
increase in account balances relative to customers who did not 
receive the messages. The Philippines’ program sent these 
reminders to participants via text messaging, as 66% of those who 
opened the savings accounts used in the study owned a cell 
phone. By comparison, 71% of American adults with household 
incomes below $30,000 own cell phones (Lenhart, 2010).  

care will transition from the gradually weakening family support 
system to a broader public and social network. Despite the efforts 
from public and private sectors to strengthen the old-age care 
system, the findings from this study suggest that seniors are not 
psychologically and financially ready for the challenge. Chinese 
seniors’ unpreparedness in retirement may place a huge burden 
on the younger generation, undermining the well-being of the 
society.  

In addition to the policies and programs suggested by 
researchers (such as promoting senior involvement in economic 
and social activities (Abdel-Gany, 2008), providing better health-
care and welfare policies (Sun, 2002), and promoting community-
based and institutional elder care (Zhang, 2007)), providing 
education about retirement preparedness to Chinese seniors 
merits special attention. Financial literacy and education for 
seniors in China has been overlooked. Yet, it may play a critical 
role in senior care. This is especially true in light of the 
increasingly complex emerging market and opportunities and 
challenges from new economic and financial models. 
Industrialization and urbanization in China have not only 
weakened the traditional familial old-age support system, but also 
brought new challenges to the seniors. For example, the savings 
rates among Chinese families could fall as elder dependency 
continues to rise. Also, the evolving retirement system in China 
will depend largely on the vitality of its capital market, which plays 
a key role in the market economy but is new to most seniors in 
China. Therefore, it is important for seniors to learn how to 
carefully manage their financial affairs. 

While financial communication tools serve as additional 
resources to boost financial capability, they also have their 
limitations. For example, text communications are generally 
offered for free by financial services providers, but customers may 
incur standard text messaging fees from their wireless service 
provider to receive them. Consumers may also be concerned with 
the security of sensitive financial information shared in 
communications sent over mobile and online channels. 
Additionally, customers may become desensitized to alerts over 
time if they become too frequent or if alerts become “lost” among 
their other messages.   

 
Financial Knowledge 

 
While financial communication tools can often be delivered 

unobtrusively through the transaction process, financial 
knowledge resources require greater consumer commitment. 
However, for those motivated to use these resources, they can be a 
key component in achieving increased financial capability. 

Evidently, Chinese seniors need to understand the 
importance of financial independence in retirement. The survey 
used in this study did not address the issue of seniors’ access to 
financial products and services. Low savings and borrowing rates 
among seniors may suggest lack of access to financial products and 
services during their lifetime. However, in the near future, 
households in China will have more access and choices with 
regard to financial products and services. In addition, the 

Traditional financial education is based on the idea that 
improving consumers’ financial knowledge will help change 
financial behavior. However, multiple obstacles can stand in the 
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Table 3 way. Perhaps most significantly, financial education provided 
without corresponding action steps may lead to increased 
knowledge but might not result in changed behavior. To 
overcome this hurdle, many financial education programs have 
successfully paired instruction and guidance with opportunities to 
act on the lessons being taught. While this type of experiential 
education can help increase knowledge and facilitate behavior 
change, programs that rely on high-touch interaction may also 
face challenges in achieving scale. Technology can play a key role 
in achieving greater scale in a more cost-effective way. 

The Logistic Regression Analysis for Participants’ Savings and Indebtedness (N=4,388) 
 (1) 

Saved for retirement  
(2) 

Had debt  
 Parameter (SE) Odds 

ratio 
Parameter  

(SE) 
Odds 
ratio 

Male 0.09 (0.07) 1.10 -0.39 (0.14) ** 0.68 
Age (years) 0.02 (0.01) *** 1.02 -0.08 (0.01) *** 0.93 
Education (years) 0.05 (0.01) *** 1.05 -0.00 (0.02) 0.99 
Communist Party member  0.32 (0.07) *** 1.38 -0.01 (0.14) 0.99 
Still working  0.35 (0.17) * 1.42  0.41 (0.27) 1.51 
Living with spouse and/or 
children  

0.39 (0.10) *** 1.48 -0.08 (0.16) 0.93 

Urban  0.01 (0.22) 1.01 -0.11 (0.34) 0.89 
Family income (RMB) 0.01 (0.00) *** 1.01 -0.01 (0.00) * 0.98 
Money given to children (RMB) 0.01 (0.01) ** 1.02 -0.00 (0.01) 0.99 
Money received from children 
(RMB) 

0.02 (0.00) *** 1.04 -0.06 (0.14) 0.95 

Medical expenses (RMB) 0.00 (0.00) 1.00 0.01 (0.00) ** 1.01 
Social and community 
involvement (number of groups 
to which the participant 
belongs) 

0.14 (0.04) ** 1.15 0.03 (0.08) 1.04 

Concerns with their lives (from 
factor analysis) 

    

    Financial concern -0.15 (0.04) *** 0.86 0.28 (0.07) *** 1.32 
    Social concern -0.02 (0.03) 0.98 0.12 (0.07) 1.13 
Feelings about their lives (from 
factor analysis) 

    

    Helplessness -0.19 (0.05) *** 0.83  0.46 (0.07) *** 1.58 
    Happiness  0.24 (0.05) *** 1.27 -0.11 (0.06) 0.89 
    Inactiveness -0.06 (0.04) 0.94  0.08 (0.07) 1.08 
Beliefs about reliable methods to 
finance  retirement (commercial 
solutions is omitted category) 

    

    Depending on children  -0.51 (0.08) *** 0.60  0.34 (0.16) * 1.42 
    Depending on own savings   0.38 (0.10) *** 1.46 -0.23 (0.17) 0.79 
    Depending on social security -0.35 (0.08) *** 0.71  0.05 (0.15) 1.05 
Constant  -3.70 (0.57) ***  3.52 (1.03) ** 
-2 log likelihood  5068.2 2044.5 
Nagelkerke pseudo R2 0.16 0.13 

Focusing on timely delivery can help to make this approach 
more effective. The Los Angeles-based company SABEResPODER 
(SEP) has used this approach extensively with the Mexican 
immigrant community. For example, to recent immigrants, who 
must visit Mexican consulates to receive documentation necessary 
to work in the United States, SEP provides low-touch financial 
education inside the consulate through closed-circuit television 
and pamphlets. These resources explain financial products and 
encourage visitors to seek them out to establish a solid financial 
footing. SEP also provides coupons for discounts at partner 
financial institutions, giving recipients an actionable step and 
allowing the company to track the number of visitors who act on 
their advice. SEP found that for every 750 guides it distributed, 
244 new bank accounts were opened.  

By delivering financial knowledge programs at timely 
moments, providers may be able to employ effective low-touch 
tools to increase scale without expending significant human and 
financial resources. The challenge for financial education 
providers is to continue to develop innovative resources and 
approaches that can achieve scale while remaining effective in 
imparting financial knowledge and, ultimately, changing behavior.  

 Note: All dollar values are reported in thousands of RMB Yuan ($1 US ≈ 7 RMB Yuan). 
*p<.05, **p<.01, ***p<.001 Financial Engagement 
  
make it more difficult for families to provide financial and 
physical care to seniors. Therefore, it seems inevitable that elder 

Financial engagement resources entail deeper involvement in 
consumers’ lives to help them change their behavior. With these 

- 82 - 
 

- 23 - 
 

The Journal of Consumer Education, Vol. 27, 2010



types of programs, consumers typically commit to a series of long-
term actions to rectify a problem or pursue a goal. This approach 
acknowledges that behavior change takes time and implements 
periodic evaluations and support networks to create more 
accountability.  

broader social and community network, feeling happy, and 
believing that personal savings are the most reliable source of 
retirement income. Whereas, having financial concerns, feeling 
helpless, and believing children and social security were more 
reliable sources for retirement income than commercial solutions 
decreased the likelihood of having savings for retirement. Financial coaching and counseling programs are the most 

common forms of financial engagement interventions. While 
differences exist between the two models (“coaching” programs 
are generally goal-oriented, while “counseling” services are 
typically engaged in response to a problem), both provide highly 
individualized guidance and support. The counseling and 
coaching models have been shown to have a positive impact on 
consumers’ financial health in certain instances. Hirad and Zorn 
(2001) found that applicants to a federal home loan program who 
received pre-purchase homeownership counseling were 13% less 
likely to become 60-day delinquent relative to their counterparts 
who did not receive counseling. 

As for the second equation, the results revealed that the 
likelihood of indebtedness increased with the following factors: 
having higher medical expenses, having financial concerns, feeling 
helpless, and believing children were a more reliable source for 
retirement than commercial solutions. Whereas, being male, 
being older, and having higher family income were associated 
with a lower likelihood of indebtedness. 
 

Conclusion and Discussions 
 
The findings suggest that many Chinese seniors still believe 

that their children are the most reliable source of retirement 
income and behave accordingly with regard to their financial 
affairs. Specifically, the more participants were inclined to depend 
financially on their children, the less likely they were to save and 
the more likely they were to have debt.  

The nonprofit organization Credit Where Credit Is Due 
(CWCID) offers one-on-one coaching and financial education to 
low- and moderate-income consumers as a complement to a suite 
of financial products and services provided by its sister 
organization, Neighborhood Trust Federal Credit Union. 
According to its Web site, CWCID annually serves 3,000 clients, 
who, on average, are able to reduce their debts by approximately 
$8,000, establish $800 in savings, and improve their credit scores 
by 200 points within two years of working with CWCID 
(Winslow, 2009).  

The current study shows that only a small portion of seniors 
had saved for retirement, and they had not accumulated a 
significant amount of savings (just over one third of the average 
annual family income). However, the family and children 
‘cushion’ may not be a reliable measure in the near future as the 
older population continues to grow and increasing numbers of 
people are moving out of the workforce. It is estimated that by 
2050, the oldest age group (65 years of age and older) will 
comprise a higher percentage of the population than the youngest 
age group (under 15 years of age) in China (Abdel-Ghany, 2008). 
Also, by 2030, researchers predict that every child will have to 
take care of two or more senior relatives (Shanghai Research 
Center on Aging, 2009). The reduced number of children, 
coupled with decreased  co-residence of parents and children,  will  

While these types of programs have succeeded in helping 
clients, it can be difficult and prohibitively costly for them to 
achieve scale. The costs of providing coaching or counseling can 
be high with an individualized, in-person approach. Since the 
programs are typically offered to low- and moderate-income 
consumers for free or for a small fee, grants and subsidies are 
required, creating a challenge to sustainability. Developments in 
communications technology that allow more consumers to be 
reached with limited provider resources may help overcome this 
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obstacle. Table 2  
Summary of Exploratory Factor Analysis Results for Chinese Seniors’ Concerns and 
Feelings (N = 4,388) 
                                                                                   Factor loadings 
 
Items 

Financial 
concerns 

Social 
concerns 

 

Are you concerned about the following:    
    No source of income 0.85 0.19  
    No money to pay medical bills 0.84 0.24  
    No one to take care of me when needed 0.81 0.24  
    Societal upset 0.29 0.79  
    Children being not filial 0.72 0.27  
    Insufficient retirement fund 0.77 0.30  
    Unemployment of children 0.40 0.62  
    Unsafe transportation 0.13 0.89  
Eigenvalues 3.48 2.12  
Percent of variance explained  43.43 26.45  
 Helplessness Happiness Inactiveness 
How much do you agree with the 
following:  

   

    I am basically satisfied with my life. -0.31 0.61 0.15 
    I have given up many hobbies/activities. 0.23 0.05 0.56 
    I don’t feel full of life now. 0.53 -0.06 0.27 
    I feel anxiety all the time. 0.55 -0.22 0.32 
    I am in a good mood most of the time. -0.04 0.68 -0.30 
    I am worried there will be bad things  
    happening to me. 

0.53 -0.08 0.17 

    I feel happy most of the time. -0.24 0.75 -0.01 
    I often feel helpless. 0.68 -0.22 -0.07 
    I would rather stay at home than doing 
    unfamiliar activities outside. 

0.11 0.11 0.54 

    I feel my memory is worse than other  
    seniors. 

0.34 -0.08 0.53 

    I am so grateful to be alive. -0.08 0.66 0.11 
    I am of no use to the family and society. 0.46 -0.17 0.44 
    I feel energetic. 0.08 0.54 -0.58 
    My current situation is hopeless. 0.63 -0.18 0.13 
    I am wealthier than most other people. 0.54 0.03 0.14 
Eigenvalues 2.58 2.30 1.79 
Percent of variance explained 17.18 15.36 11.94 

To replicate the sense of accountability and support offered in 
coaching and counseling programs, some innovators have turned 
to social media. By informing a person’s social network of the 
individual’s progress toward a goal, such resources use social 
pressure to help the person meet their stated goal. Social media 
can also be used to create a virtual support network for 
individuals to share information about their progress and to 
receive advice. For example, SmartyPig, which offers online savings 
accounts to help consumers meet specific goals, enables users to 
arrange for automatic updates to be posted on their Twitter or 
Facebook accounts when they make contributions toward their 
goals. The use of social media as a financial capability resource is 
still a relatively new and unproven means of impacting consumer 
behavior. Continued development and study in the space will 
determine the degree to which these tools can match the 
effectiveness of in-person counseling and coaching. 

Additional online tools are being developed to emulate 
counseling models. Personal financial management platforms 
(PFMs) provide a broad range of options to improve financial 
capability. These versatile applications can be used to inform 
consumers about their financial health, provide lessons in 
financial knowledge, and support long-term goals. Accessed 
online, PFMs typically aggregate users’ account information from 
other online financial services sites to give consumers a snapshot 
of their financial lives and help them manage their finances 
through a central point of control. Leading names in PFMs 
include Mint, Yodlee, and Thrive. Recent survey data suggest that 
PFMs are an effective means of improving consumer behavior. 
The Aite Group (2010) surveyed 976 PFM users and found that 
41% saved more money and 28% paid less in credit card late fees. 
However, consumer adoption remains low, with only 13% of 
consumers using online financial management tools, according to 
a survey conducted by Javelin Strategy & Research (2009), 
suggesting further opportunities for platform development and 
growth. Additionally, for both social media and PFMs, privacy 

Note: Varimax rotation was used. 
 
Communist Party member (associated with social and economic 
benefits), still working to earn some form of income, living with a 
spouse and/or children, having higher family income, giving more 
money to children, receiving more money from children, having a 
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and security concerns about information shared on the Internet 
may inhibit consumer adoption.  

their lives; money given to children; and money received from 
children. Furthermore, rural participants had more missing and 
incomplete information than urban participants did. Thus, out of 
the 19,964 surveys that had been returned, 15,576 needed to be 
dropped due to incomplete or missing information for key 
variables of interest in this study.   

 
Evaluation 

 
 Despite their potential for facilitating greater financial 

capability, questions remain about these innovative resources’ 
impact on financial behavior. It will be critical to evaluate their 
effect to understand the degree of behavior change that can be 
expected from different resources. Greater comprehension of the 
types of interventions most effective in impacting consumer 
behavior can help drive funding and development resources 
toward the most promising solutions, reducing costs and 
increasing the sustainability of financial capability tools. 

There were 4,388 completed and valid responses for the 
subsequent factor analysis and logistic regression analysis; 
therefore, Table 1 reports the descriptive statistics only for the 
4,388 participants. The average annual family income for the 
participants was 16,537   RMB  ($1 USD≈7 RMB), and   the   
median   family income was 10,762 RMB. Only 20.2% of 
participants had saved for their retirement. Among those who had 
saved, the average amount of savings was 7,003 RMB. Only 8.5% 
of participants had debts, and the average amount was 882 RMB 
for those who reported any debt. On average, seniors gave 1,586 
RMB to their children while they also received 1,476 RMB from 
their children. Although 89.2% of seniors did not need care from 
their children at the time of survey, the highest proportion of 
them (38.4%) believed that depending on children would be the 
most reliable source of retirement income, compared to social 
security (30.3%), saving by themselves (27.0%), and commercial 
retirement solutions (4.3%). See Table 1 for other demographic 
characteristics as well.  

Past efforts to evaluate the impact of financial education have 
largely focused on program outputs and improvements in 
financial knowledge. In a national survey of financial education 
practitioners, Lyons, Palmer, Jayaratne, and Scherpf (2006) found 
that the most common indicators of impact were the number of 
program participants (used by 78% of practitioners) and changes 
in knowledge (77%). Behavioral measures were far less common, 
as only 42% of providers reported using indicators of actual 
behavior change to evaluate the impact of their programs. 

To evaluate financial capability requires greater emphasis on 
measuring changes in behavior—what consumers do, in addition 
to what they know. An important first step is gaining clarity into 
the specific behaviors interventions are designed to address. 
General approaches to financial education that provide a broad 
overview of financial principles and products may help consumers 
gain familiarity with the financial world, but also lack focus on 
specific applications of knowledge. An increased focus on desired 
outcomes at a program’s outset not only aids in facilitating 
evaluation, but might also improve its focus on the targeted 
change in behavior. 

The results from the factor analysis are presented in Table 2. 
Two factors, financial concerns and social concerns, were 
extracted from eight questions regarding participants' concerns 
with their lives. Three factors, helplessness, happiness, and 
inactiveness, were extracted from 15 questions regarding feelings 
about their lives. The standardized principal component scores 
obtained for the factors were then used in the subsequent logistic 
regression analysis.  

Table 3 presents the results from the logistic regressions. With 
regard to the first equation, the results showed that the likelihood 
of having savings for retirement increased with the following 
factors:  being older,  having  a  higher  educational  level,  being a  

The broader landscape of financial capability resources can 
help overcome the challenges of behavior evaluation by making 
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Table 1 
Descriptive Statistics, Chinese Senior Population (N=4,388) 
 
Characteristics 

Mean/ 
Percentage 

 Standard  
Deviation 

Age  69.6  6.5 
Sex    
    Male  55.2  
    Female 44.8  
Education (years in school) 7.4  2.2 
Employment    
   Working  94.0  
    Not working  6.0  
Communist Party member   
    Yes  25.7  
    No  74.3  
Region    
    Urban  51.4  
    Rural  48.6  
Marital and living status   
    Married with spouse and/or 
    children living together 

61.2  

    Live alone  38.8  
Need care from Children   
    Yes  10.8  
    No  89.2  
Family incomea  16,537.2  3,226.6 

Medical expenses  3,891.7  6,301.6 
Money given to children  1,586.4  3,790.3 
Money received from children  1,475.8  2,961.5 
Saved money for retirement    
    Yes  20.2  
    No  79.8  
    Amount saved by savers  7,002.8  14,544.2 
Had debt     
    Yes 8.5  
    No 91.5  
    Amount of debt owed by debtors  882.2  3,803.8 
Beliefs about the most reliable way to finance retirement    
    Depending on children 38.4  
    Depending on social security 30.3  
    Depending on own savings  27.0  
    Depending on commercial  
    retirement solutions 

4.3  

Social or community groups participation (number of 
groups) 

0.8  0.5 

measurement data more accessible. For instance, financial 
institutions are in a unique position to measure the impact of 
mobile alerts given their access to customers’ account balances 
and transaction histories. The ability to monitor their customers 
can also be leveraged through cross-sector partnerships involving 
the financial services industry. For financial education 
practitioners, engaging with providers and incorporating the use 
of financial management tools may improve their ability to track 
behavior and lead to a better understanding of how specific areas 
of financial knowledge impact financial behavior. 

 
Conclusion 

 
Innovators and practitioners have made a promising start at 

creating tools and programs to help consumers improve their 
financial knowledge and change their behavior and the stage is set 
for further developments. We provide the following 
recommendations for practitioners and financial services 
providers interested in applying a financial capability framework. 

 
1. Effective financial capability efforts need to be relevant, 

actionable, timely, and ongoing. 
2. Technology provides an opportunity to lower delivery costs 

and scale promising models. 
3. More collaboration among nonprofits, private sector players, 

and government is needed to create holistic interventions that 
facilitate financial capability. 
 
To ensure that solutions are cost-effective as well as impactful, 

innovators must carefully negotiate issues of scale, design, and 
delivery. Solid evaluation efforts will help ensure that lessons 
learned from these innovations can be applied across the financial 
services industry. By learning more about the best ways to build 
effective resources, proponents of financial capability will be able 
to better help consumers establish economic security and pursue 
financial prosperity. 

Note: All dollar values are reported in annual RMB Yuan ($1 US ≈ 7 RMB Yuan). 
a Median family income was 10,762 RMB. 
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	The promotora model is a culturally competent approach to community outreach that centers on training community residents to serve as liaisons between organizations and the target community (Brach & Fraserirector, 2000). A promotora typically shares a similar cultural identity and speaks the same language as that of the community residents (Castro, Coe, & Gutierres, 1996). Sharing a common identity is important because “a crucial task of the promotora is to educate while reinforcing the shared identity of community residents,” a job that “involves understanding and endorsing the shared traditional language, values, attitudes, and beliefs” (Harwood, 1981, as cited by Castro, Coe, & Gutierres, 1996, p. 335). 
	The promotora model has been found effective in the health care sector. For example, the ‘Border Salud Strategic Initiative’ and ‘Salud Para Su Corazón Initiative’ used promotoras to educate people living on the U.S.-Mexico border about the risks of cardiovascular disease and diabetes (Ingram, Gallegos, & Elenes, 2005; Rodriguez-Saldaña, 2005). Similar initiatives have also been successful using promotoras to improve access to health care for Latinos living in rural areas (Sherrill et. al., 2005), provide prenatal education and interventions for low-income Latino women living in migrant worker communities (Meister, Warrick, de Zapin, & Wood, 1992), inform communities about pesticide safety and proper use (Forster-Cox, Mangadu, Jacquez, & Corona, 2007), and raise awareness about domestic violence against women (Kelly, Lesser, Peralez-Dieckmann, & Castilla, 2007). The success of these campaigns establishes a strong precedent for using the promotora model in financial education.  
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