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4. Executive summary 

For many Australian households, financial issues are a feature of daily life. Prior to the pandemic, 2 
in 5 Australian households were in some form of either financial stress or hardship, and 3 in 10 
Australian households had less than one month’s worth of income in savings [1].  

This suggests many in our community were not well positioned to absorb a financial shock like the 
one we have seen from the COVID-19 pandemic. The pandemic has been an important reminder 
that our social and economic structures are key drivers of our financial health. Like no other event in 
recent memory, the pandemic has changed how people are able to participate in the economy, and 
public health restrictions continue to influence the wider economy. The economy has contracted 
more than during any period since the Great Depression [2]. The pandemic has placed additional 
financial stress on households, with substantial reductions in hours worked and a significant rise in 
the unemployment rate over the last year resulting in reductions in income for many households [2].  

While there are signs that Australia’s economy has started to improve [2], the economic downturn 
significantly affected the financial wellbeing of millions of Australian households, and the enduring 
economic effects of the pandemic will continue to have a negative impact on many households [3]. 
At this critical moment we need to develop a deeper understanding of how to build and strengthen 
financial wellbeing. 

Financial wellbeing is when a person is able to meet expenses and has some money left over, is in 
control of their finances and feels financially secure, now and in the future.  

Financial wellbeing is important for supporting general wellbeing in individuals and the broader 
community [4]. Good financial wellbeing enables control over choices, strengthens resilience when 
things go wrong, supports participation in society, and builds confidence in the future [5]. Lack of 
financial wellbeing impacts on physical and mental wellbeing, increases stress and anxiety, and limits 
the life opportunities available to people [4]. 

Through an analysis of current research, this report aims to improve our understanding of financial 
wellbeing – what it is, why it matters, what drives it and how we can improve it.  

This report brings together current research to provide a theoretical model of the current financial 
wellbeing environment in the Australian context. We describe how financial wellbeing is related to 
people, how the pandemic has depleted financial wellbeing for many, how it relates to policy and 
how various programs have responded to financial wellbeing issues. The complex interactions 
between the different dimensions that drive financial wellbeing demonstrate the need for a more 
nuanced approach to financial wellbeing that can integrate these different areas into an overall 
model of financial wellbeing. We argue that there needs to be more attention given to structural 
drivers of financial wellbeing, and that adopting a systems approach to financial wellbeing is the best 
way to do this. While there are a number of actors in the Australian ecosystem who work to drive 
structural change, and who already are employing systems-based approaches, there is scope for 
greater coordination in these efforts.  

Adopting a systems perspective can allow for greater ease of comparison across the different levers 
we can use to improve financial wellbeing and enable more effective interventions. Making the shift 
to a systems-based approach by the various actors working to improve Australian financial wellbeing 
opens up a range of different levers that have previously been underexplored as options to drive 
positive change. Systems-level changes offer the opportunity to have widespread impact, driving 
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improvements in financial wellbeing for the wider population, as opposed to more individually 
oriented solutions which only impact the individuals engaged in the specific program.  

Based upon our findings in the main report, we make the following key recommendations: 

• It is time to expand the scope of the levers we use to improve financial wellbeing, to more 
explicitly include the structural drivers of financial wellbeing outcomes 

• Addressing structural drivers requires increased coordination among the stakeholders in the 
financial wellbeing space; no one actor can create systems change alone 

• We need to better evaluate how the different levers are connected to each other and can 
therefore be used together as part of a suite of measures to improve financial wellbeing 

This report is a call to reorient the way we are approaching financial wellbeing across the wider 
Australian population. While financial wellbeing is complex, there are levers that can be pulled to 
improve financial wellbeing today. To select the right levers, we need to rethink how we approach 
financial wellbeing. We encourage those aiming to enhance financial wellbeing to think about the 
structural changes that they can be involved in to help drive improved financial wellbeing among the 
Australian population. There are leaders across the sector already adopting a systems perspective, 
and striving towards systems change. We need to amplify those efforts and work together in ways 
that build up collective pressure for change. 
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5. The structure of this report 
This report is a call for coordinated action to address the micro-, meso- and macro-level factors in 
Australia that have created, and continue to create, financial hardship and vulnerability, or poor 
financial wellbeing. No single organisation can effectively address this issue on their own. However, 
by genuinely understanding the systems that create financial hardship, we can identify where there 
are gaps in our responses and develop levers of change, some big and some small, that different 
organisations can action. In this sense, this report also seeks to catalyse the sector towards a 
systems approach to improving financial wellbeing that embraces complexity rather than trying to 
simplify it. 
 
The report is organised as follows.  
 
Firstly, we define what financial wellbeing is, and identify why it is important to focus on the 
financial wellbeing of those living in Australia. We outline some of the key statistics around 
Australian financial wellbeing, both before the pandemic and in relation to some of the changes that 
we are already experiencing. In 2020 the Australian economy had its worst year in terms of lost GDP 
since the Great Depression [2]. We explain how the expected severity of the economic downturn 
and its projected longer-term negative impact on the financial wellbeing of millions of Australian 
households highlights the urgency with which action is required. 
 
Second, we review what are commonly seen as the factors that can impact financial wellbeing. 
These factors occur at the individual or micro level (e.g. personal context, financial capability), the 
meso level (e.g. financial institutions, for-purpose organisations) and at the macro level (e.g. 
structures, polices, large-scale events). We discuss some of the more impactful factors as drivers of 
financial wellbeing. Looking at these drivers and factors together, we create an understanding or 
map of how these factors may combine and/or interact to shape an individual’s financial wellbeing.  
 
Third, we discuss the idea of levers to improve financial wellbeing. Levers can take different forms, 
ranging from the social purpose sector’s response to the issue of financial hardship, through to 
government policies that can be used to improve financial wellbeing. We provide a commentary on 
some of the different programs that are used to address financial wellbeing – actions which occur at 
the meso level. Responses that we discuss include the National Financial Capability Strategy (NFCS), 
Good Shepherd’s Financial Inclusion Action Plan, and NAB’s Assist program for addressing financial 
hardship. In terms of policy responses, we explore the current government’s JobKeeper program, 
while noting that there are a multitude of other policy responses that also contribute to financial 
wellbeing and which could also be examined. The point of reviewing these responses is not to be 
comprehensive, but to demonstrate how different initiatives address the issue of low financial 
wellbeing in quite different ways.  
 
Fourth, we situate our map and the responses within the debate of ‘structure’ versus ‘agency’. 
Rather than providing fuel for this debate, we argue that both are important and that the social 
purpose sector’s response needs to cover both. We need to promote people’s financial capability 
(agency) and disrupt the structural barriers that maintain economic disadvantage (structure). 
However, at the time of writing, Australia only has a national strategy to improve financial capability. 
Given the extent that financial capability is focused on the individual, it means that our national 
strategy is disconnected from the structural conditions that people must navigate. We do not have a 
strategy to improve financial inclusion or to remove the structural barriers that create financial 
hardship and vulnerability. In turn, this means that we are concentrating on teaching people to 
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navigate the challenging conditions of the system, rather than reducing the challenges produced by 
the system that people must navigate. 
 
Finally, we discuss the next steps in developing a coordinated response to promote financial 
wellbeing in Australia: 

1. Review the available evidence on what works to promote financial wellbeing and for whom. 
2. Understand how different organisations within the social purpose ecosystem construct the 

problem and therefore their responses, as represented by a systems map. 
3. Understand the system from the perspective of those who are experiencing low financial 

wellbeing. 
4. Use the findings from these phases to develop levers of change with the social purpose 

sector, which are achievable and align with different missions and visions. 

The systems that we live within and interact with are very complex, and that can make them both 
hard to understand and hard to talk about. This report helps explain why approaching systems with 
complexity in mind is important, and why we should not be trying to reduce away that complexity, 
especially when we talk about financial wellbeing. To help explain this throughout this report, we 
draw upon the example of Lin, a woman who we place in different scenarios to show how personal 
circumstances can deeply shape her interaction with various systems. While Lin is not real, the 
interactions she helps us to explain are very real for millions of Australians, and talking about those 
interactions in relation to a hypothetical person, rather than in the abstract, helps to make clear just 
how real those interactions are within the systems that we live in. Each scenario we sketch out helps 
to highlight a complex interaction with the system that many Australians experience, where subtle 
differences in personal circumstances can have a significant impact on the outcomes of the wider 
population.  
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6. What is Financial Wellbeing? 

Understanding someone’s financial position is complicated. While income is a helpful indicator of 
financial position, income alone cannot tell the full story; it does not capture other important 
information like a person’s existing wealth, assets or debt [6], their current position in the life course 
[7], how much control they have over financial decision-making [8], or the influence of factors like 
education on their future earnings [9]. A focus on income does not account for the fact that some 
people have additional needs, like having to manage a chronic illness, that should be factored into 
understanding their financial situation [10]. The concept of financial wellbeing is helpful because it 
incorporates different elements of a person’s financial position to give a more holistic 
understanding. It also includes subjective elements, such as how people feel about their financial 
position, including stress or anxiety regarding their financial position. 

Previous work from CSI and UNSW’s Social Policy Research Centre has highlighted the multifaceted 
nature of financial wellbeing [5]. While there is ongoing debate about exactly how financial 
wellbeing should be measured and defined, the CSI approach is that: 

Financial wellbeing is when a person is able to meet expenses and has some money left 
over, is in control of their finances and feels financially secure, now and in the future.  

Within this definition there are three interrelated dimensions: 

Meeting expenses and some money left over: includes having an adequate income to meet 
basic needs, pay off debts, cover unexpected expenses and have some money left over.  

Being in control: includes feeling and acting in control of your finances.  

Feeling financially secure: includes not having to worry much about money and having a 
sense of satisfaction with your financial situation.  

 
Our definition was not the first [11-21] and other definitions were developed after ours1 [22-24]. 
However, we have used our definition in this document because it was based on the voices of 
people living in Australia, including both those who were currently experiencing low financial 
wellbeing and those who were in a more comfortable financial position.  
  

 
1 For a discussion of the evolution of financial wellbeing definitions, please refer to Appendix 1. 
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7. Why Financial Wellbeing Matters 
Financial wellbeing is a key determinant of overall wellbeing [4, 23, 25], and therefore has far-
reaching consequences for wellbeing among the wider population. It provides people with choices 
about what we want to do in the other parts of our life [7]. Our financial position shapes everything 
we can do, from the house we live in [26], through to the food we eat [27], and the kinds of activities 
that we can undertake  now and into the future [28]. When we lack control over our financial lives, it 
can cause stress and anxiety [29, 30], undermine our sense of self [31, 32], and can force us to make 
decisions that are harmful to our health and wellbeing [31, 33]. People can be forced to trade off 
between the essentials [34], and it can also impact decisions we make about our physical health, like 
seeking medical care or using medication [35].  

Currently there are many Australian households experiencing financial issues of one kind or another. 
The latest data shows that during the September 2020 financial quarter, 32% of Australian 
households experienced at least one indicator of financial stress [36].  

Leading up to the pandemic, there were already specific concerns about Australian financial 
wellbeing, especially in relation to debt holdings. For example, in the last two decades [37]: 

• households with debt 3 or more times their income had grown steadily from 19.3% in 2003-
04 to 28.4% in 2017-18 

• the median debt to income ratio (for households with debt) had grown from 0.71 in 2003-04 
to 1.10 in 2017-18 

• the percentage of households with a debt level of 75% or more of their assets had grown 
from 2.2% in 2003-04 to 4.8% in 2017-18 

• the percentage of those in the lowest net wealth quintile who had a debt level of 75% or 
more of their assets had grown from 12.6% in 2003-04 to 23.3% in 2017-18. 

There were also indicators that some Australian households had low levels of financial resilience and 
were not well-positioned to deal with an economic shock. Prior to the pandemic: 

• 57% of lower-income households renting from a private landlord were spending 30% or 
more of their gross income in rent in 2017-18 [26] 

• an estimated 639,737 lower-income households were spending 30% or more of their gross 
income in rent in 2017-18 [26] 

• approximately 30% of Australian households had savings of less than one month’s worth of 
income [1] 

• one in eight Australians would not have been able to raise $2,000 in an emergency [1, 38]. 

This suggests there were some key risk groups that were not well-positioned to absorb a financial 
shock like the one we have seen from the pandemic. However, we need to go beyond headline 
statistics to understand how different groups are faring and to identify the causes of disparities in 
financial wellbeing.  

Understanding financial wellbeing across the wider population is complex because there can be 
different trajectories within the economy. There are complex factors that shape financial wellbeing 
outcomes in a variety of ways, and which have dynamic relationships with different segments of the 
population. Changes in a specific factor or relationship can result in aggregate increases in wellbeing, 
while at the same time driving declines for some specific groups or segments of the population. It is 
thus important to look below the headline statistics and see how different groups within the 
population are faring. We should also consider how these systems are structured, and in what ways 
those structures are shaping the outcomes we are seeing across our society.  
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In the following sections we outline four key dimensions to the current Australian financial wellbeing 
environment. In doing so we highlight why financial wellbeing is important. We describe how 
financial wellbeing is related to people, how the pandemic has depleted financial wellbeing for 
many, how it relates to policy and how various programs have responded to financial wellbeing 
issues. The complex interactions between these different dimensions that drive financial wellbeing 
demonstrate the need for a more nuanced approach to financial wellbeing that can integrate these 
different areas into an overall model of financial wellbeing. Below we argue that adopting a systems 
approach to financial wellbeing is the best way to do this. 

Throughout the report we refer to drivers of financial wellbeing, and factors associated with financial 
wellbeing. They are two ideas that exist on a continuum, so drivers can be largely thought of as 
factors that impact financial wellbeing directly, and we distinguish between them because from a 
systems perspective it can be helpful for identifying fruitful spaces where interventions in the system 
can be made. Drivers of financial wellbeing have a logically and empirically demonstrated clear 
relationship with financial wellbeing. For example, employment is a driver of financial wellbeing 
because it directly impacts a person’s income, and through that, their ability to meet current and 
future expenses. In comparison, gender is a factor associated with financial wellbeing – in Australian 
society women can be faced with additional challenges related to their financial situation – for 
example, on average women earn less over their life-course than men do.  

The different challenges that people experience to their financial wellbeing represent opportunities 
for action that can change the dynamics of the financial wellbeing environment and improve 
outcomes for those people. Key drivers of financial wellbeing, like employment and income, 
represent spaces where interventions can have the most leverage in improving financial wellbeing 
outcomes within our current system. They have the potential to impact large segments of the 
population and improve financial wellbeing for people directly. That makes interventions that can 
improve outcomes in those areas key levers that we can use to improve financial wellbeing. Two of 
the most effective mechanisms that can be used to shift these areas are policies (especially 
government ones), and programs that drive system-wide change, which is why we pay such close 
attention to them in this report. 

People 

Some groups of people are more likely to experience low financial wellbeing than others. For some 
of these groups, specific factors associated with their lived experience can drive their financial 
wellbeing outcomes. Notably, Aboriginal and Torres Strait Island Peoples [39], single parent families 
[40], people with disabilities [5], the unemployed and the underemployed [41], women2 [42], those 
from low socioeconomic backgrounds [43], young people [30, 44], and ethnic minorities [45] face 
specific challenges that can lead to them having lower levels of financial wellbeing. This means these 
groups (and many others that are not mentioned here) are particularly constrained with respect to 
their choices and the control they have over their lives.  

Income is a key driver in a person’s financial wellbeing [5]. It plays a key role in whether a person can 
meet their payments and pay their bills on time with something left over [5]. In Australia, the 
sources of main household income are [37]:  

• employee wages (61% of households) 

 
2 The relationship between gender and financial wellbeing is quite complex, with men and women 
tending to prioritise different things related to their financial position. There are also additional 
challenges that women face in relation to the employment market that impact their financial 
wellbeing.  
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• government pensions and allowances (22.6% of households)  

• own unincorporated business income (4.3% of households)  

• other main source of income (11.6% of households) 

• no source of main income or negative income (0.4% of households). 

As the primary source of income for three fifths of Australian households, employment status is a 
key driver of financial wellbeing. Being employed is positively associated with financial wellbeing, 
and being unemployed is associated with having a lower income. While Australia does not have a 
national definition of poverty, the OECD approach measures poverty as having an income of half of 
the median income (or in some cases 60% of the median) [46]. For households experiencing income 
poverty in Australia among the working age population, only 28% have a person employed as a 
primary source of income [46]. This highlights that labour market conditions in Australia are an 
important driver of financial wellbeing for the wider population, and major shocks to the labour 
market like the pandemic can negatively impact household financial wellbeing. When people do not 
have access to the labour market, or to adequate employment opportunities, it can be harmful to 
their financial wellbeing, and the national unemployment rate is important for understanding 
financial wellbeing in a population [4].  

Low household income is a driver of low financial wellbeing. Sustained periods of low household 
income can be harmful to financial wellbeing because people need to draw down on other resources 
to maintain their financial wellbeing. Often the capacity to absorb these periods of financial difficulty 
is measured through the concept of financial resilience [47]. 

A person’s financial wellbeing can be understood within their wider life course, both in terms of 
where they are in their life, and in terms of the events that are happening in their life [7]. This is 
because financial wellbeing extends beyond just the financial resources a person has in the current 
moment, and also includes future financial security [21]. Life events can also have a significant 
impact on a person’s financial wellbeing [7]. Big events like moving out of home, getting married or 
divorced, having children, changes to employment status, or having an accident can significantly 
shape a person’s financial wellbeing [5]. 

Low financial wellbeing can also amplify other forms of exclusion for people. In the Australian 
context, there is strong evidence that financial hardship is linked to other forms of socio-economic 
disadvantage [34, 48]; and research demonstrates the ways that disadvantage in one area can drive 
disadvantage in other areas [49, 50]. For example, when people experience chronic health issues it 
can inhibit their labour market participation, and this can affect their financial wellbeing by 
impacting their ability to earn an income [51]. This also means that improving financial wellbeing 
outcomes in the wider Australian population could lead to improvements in other domains of 
wellbeing. For example, people with low financial wellbeing can experience anxiety and stress 
related to their financial position, and this can drive poorer health outcomes [52]. Improving 
financial wellbeing could help alleviate that stress and improve the associated health outcomes. 

 

Pandemic 

Financial wellbeing is important in the context of the COVID-19 pandemic, because although the 
pandemic has affected everyone in some way, it has not affected everybody in the same way. The 
pandemic is unique as a crisis, as it required government public health orders that resulted in the 
restriction of the regular functioning of the economy [2]. This translated into reduced working hours 
or loss of employment for many Australians. While some Australian people and organisations have 
seen their financial situation improve during the pandemic, this report concentrates on the 
problems the pandemic has generated for financial wellbeing. 
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For a variety of reasons, the pandemic has disproportionately affected the employment and broader 
economic position of precariously employed workers. In part, this reflects the fact that during 
recessions, there are generally greater declines in lower-quality employment [53]. It also reflects the 
challenges that precariously employed workers face in relation to their employment. For example, 
the lack of sick pay for those working in casual roles placed them in a compromising position, due to 
financial pressures to continue working. Without sick leave, workers were required to decide 
between risking their physical or financial health [54]. The Australian unemployment rate rose 
substantially through the pandemic from around 5% before the pandemic, up to an estimated peak 
of 7.4% in June 2020 [55], a number that would have been significantly higher without the 
JobKeeper payment [2].  

The pandemic has on average affected women in the workforce more than men, with sectors where 
women are overrepresented in the workforce the worst-hit by the pandemic [42]. For example, 
women represent 49.5% of the people employed in the sectors that experienced employment 
declines greater than at least 15% of the workforce, compared to making up 47.4% of the workforce 
in other industries [42]. Sectors where women make up a greater share of the workforce include the 
retail trade sector, accommodation and food services sector, and the education and training sector 
[56]. As a consequence of their overrepresentation in the most-impacted sectors, rates of 
unemployment have increased more for women than they have for men during the pandemic [57]. 

Young people (aged 15-24) were significantly overrepresented in terms of the sectors where work 
has been lost, with young people making up 34.9% of those industries, compared to 13.7% of other 
industries [42]. With in-person activities restricted, many of the industries most impacted have been 
entertainment and service sectors, like the food and beverages sector which lost 30.5% of 
employees [42]. Those who lived in major urban centres were overrepresented as well, making up 
69.4% of the workforce in industries most adversely affected, compared to 67.9% in other industries 
[42, 43]. Many of the workers in the worst-affected industries were those with lower levels of 
education, with workers with less than a high school level of completion making up 20.8% of 
industries affected, and only 12.4% of the workforce in other industries; and workers whose highest 
level of education was completing high school making up 27.0% of the workforce in the most 
adversely affected industries, but only 16.2% of the workforce in other industries [42]. 

For those who have lost employment the pandemic represents a significant risk to their financial 
wellbeing, as unemployment is expected to remain high into 2022 [2]. Even as the unemployment 
rate is returning to close to pre-pandemic levels, scarring effects mean that the economic impact of 
the pandemic will likely be felt for years afterwards in some households [57]. In turn, policy will need 
to address the impacts of the pandemic in the short, medium, and long term. This points to the 
importance of policy for addressing the effects of COVID-19 at the micro, meso and macro levels.  

 

Policy 

Government policy plays a crucial role in shaping our society, and influences every aspect of our lives 
[58]. It sets and defines the rules and structures that we live within and shapes how we participate in 
our society. This means that it plays a role as a key driver of financial wellbeing, and it can also be a 
key lever in improving financial wellbeing outcomes. 

Government policy is hard to define, but it can include a wide variety of things, ranging from an 
expression of government intent, to specific proposals, through to government decisions and the 
authorisation of government decisions. It can include the creation of programmes, including 
legislation, staffing, and funding; the setting of outputs or outcomes; as well as the various processes 
through which these things are determined [58]. This means that government policy directly impacts 
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overall wellbeing, and it can be a key driver of financial wellbeing. Not every policy has the same 
level of effect on financial wellbeing, but policies are an important factor to consider when 
understanding financial wellbeing among the population. Specific policy decisions in one country can 
lead to different financial wellbeing levels among the population, and understanding the impact of 
policy decisions from one context can be helpful for improving outcomes in other contexts [59].  

The influence of public policy on financial wellbeing was highly visible during the early stages of the 
pandemic. Public health orders restricted in-person contact, which restricted the function of 
businesses around the country [60]. As mentioned above, this impacted employment for many 
people, and dramatically affected the number of hours worked throughout the Australian economy 
[57]. That loss of employment and reduction in hours subsequently had a negative impact on many 
Australian households. At the same time, government decisions to lift the rate of JobSeeker through 
the Coronavirus supplement and institute the JobKeeper payment had a positive impact on financial 
wellbeing for other households [60]. For many households negatively impacted by employment 
changes, these policies were potentially the single biggest driver of their financial wellbeing status 
through 2020, because the support they received enabled them to continue meeting their expenses 
and avoid drawing down on their future savings. 

Outside of the pandemic, policies related to unemployment benefits, tax, running a business, 
parental leave, subsidised health care and a host of other issues act as drivers of how much money 
people have to meet their expenses or to put away as savings or investments. Some of these 
policies, like the rate of taxation, directly impact the level of take-home income a person has. Other 
policies, like the rate of the estate tax, can impact the level of wealth a person has, or the assets that 
they hold, and this can shape their level of financial wellbeing by affecting their financial security 
into the future [6]. 

One important policy area that acts as a driver of financial wellbeing for many Australian households 
is the level of social security support that people receive [61]. As noted above, government benefits 
and allowances are the main source of household income for 22.6% of Australian households [37]. In 
addition to this, there are also households which receive some level of support that is not the main 
source of household income. Government policy around the rates of support directly drives the 
income that these households receive, and through that their financial wellbeing. This means that it 
can be a key lever for improving financial wellbeing levels for low-income households.  

In addition to the level of support provided, policy dictates who can access social security support, 
and the kinds of conditions that exist for those who do receive support. Eligibility requirements and 
complicated application forms can prevent some people from accessing support, and thus impact 
their financial wellbeing. For example, there is evidence that some people who are eligible to receive 
support from the National Disability Insurance Scheme have faced challenges with the application 
process and the complexity of the system, with this shaping the level of support they have received 
[62].  Over the last two decades, access to unemployment benefit support in many mature welfare 
states has become increasingly conditional [63], which has consequences for who can access social 
security support.  

In welfare states like Australia, another policy area that can support financial wellbeing is the 
provision of in-kind benefits, like access to free or low-cost public healthcare. By providing the public 
with access to essential services at low or no-cost, it protects people from large financial debt 
burdens that can otherwise be harmful to their financial wellbeing. The Australian model of free 
public provision of healthcare performs well in comparison to other welfare states, ranking highly on 
measures related to producing equal health-related outcomes [64]. While health can still impact 
financial wellbeing in Australia, there are lower risks related to acquiring a debt in order to obtain 
healthcare, which can be a significant issue in countries like the United States where accessing 
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healthcare can be highly expensive [65]. Expanding in-kind benefits represents a lever which can 
indirectly improve financial wellbeing, by enabling people to direct their resources toward other 
expenses. 

As Australia looks to recover from the pandemic, improving the financial wellbeing among the 
population will be an important policy goal. This is because of the ways that financial wellbeing 
shapes so many other important wellbeing outcomes [14, 66]. To improve financial wellbeing will 
require a deeper understanding of: 

1. the complex systems and structures that shape financial wellbeing 
2. the different stakeholders (e.g. governments, the social purpose sector, communities) and 

the roles they could and should play  
3. what actually works to improve financial wellbeing.  

This report discusses the first two points and sets the challenge for the third: comprehensive 
evaluation.  

 

Programs 
Programs3 can provide a crucial role in shaping financial wellbeing outcomes. They are often the 
interface between macro-level policy goals, and individuals at the micro level. While financial 
wellbeing programs can be administered directly by government, they are often run by organisations 
with an interest in the area. The basis for this interest can be varied, and this can lead to different 
organisations adopting different approaches to improving outcomes related to financial wellbeing 
[61]. Programs that address issues related to financial wellbeing represent one of the most 
commonly used levers to improve financial wellbeing. 

A crucial factor determining the impact that a program has on financial wellbeing is the way that the 
program constructs the issues related to financial wellbeing that a person might need help with [61]. 
This report discusses the different approaches present in a small set of programs that aim to 
improve financial wellbeing for different groups within the Australian population. In many cases, the 
scope of programs and the types of interventions available to organisations that administer them 
are constrained by their relative size when compared to the various challenges that people face to 
having good financial wellbeing. The discussion highlights that different organisations run different 
types of programs in part because they have different points of leverage related to financial 
wellbeing. Understanding how these different points of leverage fit together is important for 
grasping the wider ecosystem that supports Australian financial wellbeing, and what gaps need to be 
filled. It is also a helpful way to identify the specific issues where greater coordination is needed, 
because individual actors are unable to drive changes in them on their own. 

To effectively improve financial wellbeing for the population, there needs to be a more thorough 
understanding of how programs fit together to reduce the barriers to financial wellbeing. 
Understanding how the different programs related to financial wellbeing contribute to supporting 
people can also enable knowledge transfer between programs trying to achieve the same goals. 
Throughout this report we highlight that structural factors are an important driver of financial 
wellbeing, and one which needs more attention. While there is work already underway that 
recognises these structural issues, and that aims to change them, there is much to do. Because many 
of the organisations that administer programs are larger and operate at the meso level, they also 
have the capacity to reshape some of the structural aspects of our economic system by driving 
behaviour change in both people and other organisations. Especially when working in coordination 

 
3 Also referred to as interventions or initiatives 
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with other similarly sized organisations. They also have the capacity to absorb some of the pressures 
that are harder for individuals to cope with, like taking on short-term debt. Thus, programs 
represent an important mechanism through which we can address low financial wellbeing within the 
population. 
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8. What are the factors that are associated with 
Financial Wellbeing? 

This section explores the factors and drivers that are associated with financial wellbeing. Drivers are 
stronger factors. They occur at the micro, meso and macro levels and are inextricably linked. This 
section includes a definition of each major driver, how it is associated with financial wellbeing, and 
how it relates to other key drivers. We also discuss some of the competing views and ideas about 
how the various factors should be understood in relation to financial wellbeing. The variation in how 
these ideas are constructed is an important component of understanding the different structures in 
programs and interventions that are targeting the same problems. 

The relationship between factors and financial wellbeing can be both direct and indirect. That is, 
sometimes the literature says that something directly affects financial wellbeing; in other cases we 
can infer that certain factors are associated with financial wellbeing because they are strongly 
related to things that we know drive financial wellbeing outcomes. For example, if having a disability 
directly drives employment opportunities [67], then we know that it can also drive financial 
wellbeing because of the crucial role that employment plays in determining income, and through 
that the resources that a person has access to [4].  

 

Using a Systems Thinking Approach 

A system is “a set of things – people, cells, molecules, or whatever – interconnected in such a way 
that they produce their own pattern of behaviour over time” [68]. Systems can vary in their 
complexity, ranging from simple through to incredibly complex. They are a helpful way to 
understand the complex world around us, but one that can contrast with more traditionally linear 
thought models that aim to identify a simple pattern of cause and effect. Throughout this report we 
advocate for a systems approach to help understand the complexity of financial wellbeing, and part 
of that process involves identifying different parts of the system.  

The purpose of this section is to demonstrate the complexity of the system that influences financial 
wellbeing. We must seek to understand the system, rather than trying to simplify it. This is because 
to disrupt this system for the benefit of those experiencing financial hardship and vulnerability, we 
need to know which levers, if pulled, will have positive or negative consequences and/or flow-on 
effects. The complex relationships between each of the different factors help to explain why there is 
a need to gain further evidence on what the most effective programs to improve financial wellbeing 
could look like. Is financial wellbeing most strongly supported by making specific improvements in 
one area, or do programs need to be more comprehensive? Or does it depend on the cohort? While 
building more comprehensive programs might sound appealing, they come at a greater cost. It is not 
necessarily practical to design a single intervention that ‘does everything’.  

The number of potential factors is large. A summary table is presented on the next page, before a 
selection of factors are discussed in greater detail. Even this summary table does not capture the full 
breadth of potential factors, particularly at the meso and macro levels. What it does demonstrate is 
the level of complexity that comes with understanding financial wellbeing, and why developing a 
comprehensive understanding that takes account of these various factors is both challenging and 
necessary. At the same time, it demonstrates why a greater appreciation of the complex financial 
wellbeing challenges faced by households is needed.  
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Because of the complexity that is an inherent part of the financial wellbeing environment, we 
advocate for using a systems approach to improving financial wellbeing. Systems approaches have 
been developed as a way to understand complex policy challenges, and are a response to the limited 
capabilities that traditional management tools have when applied to complex problems [69]. More 
traditional approaches “simplify complex problems into what are considered to be their constituent 
parts, and manage them through discrete interventions, layered one on top of another” [69]. This 
can be an issue for complex policy areas like financial wellbeing, because efforts to address one part 
of the problem in isolation can have unintended consequences in other parts of the system. It can 
also mean that policy interventions may target the wrong issue, or only address a small component 
of a much larger problem that requires multiple simultaneous interventions to generate a positive 
outcome.  

Systems approaches have been adopted in other complex policy spaces as a way to identify relevant 
drivers and levers through which change can be enacted. For example, systems thinking has been 
used as a way to understand the drivers of food insecurity in migrant communities [70], and the 
public health literature employs systems thinking approaches to understand the complex drivers 
that influence public health outcomes [71]. From a policy perspective, some of these similarities 
between these issues and financial wellbeing are obvious, with a similar number of complex drivers 
feeding into outcomes for each of them. Insights about using a systems approach can be drawn from 
other contexts to help improve the way that we understand financial wellbeing. 

Systems thinking approaches encourage us to think about the different layers and levels through 
which an issue can manifest and be influenced. This helps us to understand the different dynamics 
within the environment, and also gives us a sense of the different variables that can be changed in 
the system – as well as how hard changing those things might be. No single individual or 
organisation can change the ecosystem on their own, and instead can only enact change through 
coordination [72]. As noted above, throughout the report we draw from sociological approaches to 
systems and discuss the drivers of financial wellbeing through the levels of micro, meso and macro, 
which is a helpful way to organise the different scales at which interventions can occur. There are 
different levers at each level, which require different levels of coordination to shift, and also have 
differing levels of change that can come about as a consequence of those shifts. 

 



 

 
 
 

19 

Table 1. Micro, meso and macro-level factors associated with financial wellbeing 

MICRO-LEVEL  - PERSONAL CONTEXT 

Financial capability 

Behaviours [44, 73] Knowledge [74, 75] Attitudes [76] Skills [77] Motivations [78]  

Other personal/household contextual factors  

Income [5] Financial outgoings [79] Physical health [14, 52]  Mental health [80, 81] Occupational status [82] Financial dependents [6] 

Educational attainment [83] Caregiving commitments 
[84] 

Parental wealth [85, 86] Social capital [5, 25] Employment [87] Relationship status 
(partnered) [88] 

Sector of employment [89]      

Group factors 

Gender [14, 90] Disability [84, 91] Ethnicity [92] Age [6, 7] Aboriginal and Torres Strait Islander 
people [39] 

Race [93] 

MESO-LEVEL : ORGANISATIONS AND INSTITUTIONS 

Access to appropriate financial services [94] Access to appropriate financial products [5] Community infrastructure [95] 

For-profit organisations 

Bank policies and actions [59] Employer policies and 
actions [96] 

Pay day lenders [34] Media [20] Financial institution location [97-99] Financial advisors [100] 

Not-for profit organisations 

Financial counselling services 
[38, 101] 

Community lending 
programs [102] 

Community organisations [98, 103]    

MACRO-LEVEL: NATIONAL CONTEXT 

Policies and laws 

JobKeeper [104] Age pension [105, 106] JobSeeker/NewStart [107, 108] Regulatory bodies [59] Public Healthcare (Medicare) [33] Income Management [109, 

110] 

Superannuation [106] Family policies [111, 112] Tax policies [99] Interest rates [5, 113]   

Social structures 

Precarious employment [114, 
115] 

Poverty cycle [116] Social class [82] Gender and the Patriarchy 
[117, 118] 

Systemic/institutionalised racism  [119] Colonialism [99, 120] 

Financial markets, assets, and investments 

Stock market activity [121] Housing markets [122] Higher education access loan 
structure [123] 

   

Events 

COVID-19 [60] Global financial Crisis [124] Housing bubbles [122] Natural disasters [125]  Military conflicts [126]  
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9. Micro-level factors 
 

Personal Context  
What is personal context? 

Personal context relates to the different demographic and individual characteristics a person has 
that shape the way that they engage with the world around them – factors that occur for that 
person at the micro level. Some of these factors can be internal, and others can be external. These 
characteristics do not define what a person is able to do or be, but often contribute to the types of 
constraints that a person faces and the opportunities they have. For example, the adequacy of public 
transport in a neighbourhood is an important external factor in understanding the options of 
someone who does not have access to a car (a personal factor) – it substantially shapes what they 
can access or do in person.  

A partial list of personal contextual factors related to financial wellbeing is provided in Table 1 
above. These factors include the health of a person (both mental and physical), as well as their 
various socioeconomic and demographic characteristics. It also includes their family situation, with 
factors like having children or dependents being central to any of the financial choices they might 
make [127]. Finally, it includes a time-based dimension as well, with the life course being an 
important factor in understanding financial wellbeing [7].  

We distinguish between two main types of factors related to personal context. These are factors 
that are specific to individuals, and those that are tied to groups or cohorts that people belong to. 
Personal factors are things which an individual has some degree of control over, or which they can 
change, like their level of education or level of financial capability. Whereas group factors are related 
to the cohorts people belong to, and which are out of an individual’s control, such as gender, age, 
Indigeneity, and disability status. Group level factors typically do not change, but social structures 
such as patriarchy and social class mean that some groups are more advantaged than others. 
Because of the way that some personal factors operate, they can also be thought of as group factors 
as well – for example, an individual can have a low level of education (personal factor), and people 
with low levels of education can be thought of as a cohort (group factor) which are impacted by 
things like employment policies. 

There are competing perspectives on how to conceptualise human agency, and these competing 
perspectives help to shape an understanding of the impact of personal context. The two dominant 
traditions that have influenced work related to financial wellbeing are the rational choice tradition, 
which is popular in economics, and the capability approach (refer to Appendix 1 for an extended 
discussion of the capability approach), which is growing in popularity across a number of different 
disciplines. The rational choice tradition treats consumers as rational individuals who just need to be 
equipped with the right knowledge and skills to be able to achieve financial wellbeing. The capability 
approach is popular within the social work tradition, where structural conditions also play an 
important role in understanding people’s choices and behaviours. In the capability approach to 
human agency, people do not necessarily act in a rational manner, and factors like emotion are also 
an important part of decision-making. They can respond to the structures around them in a variety 
of ways which can shape their thinking about the options available to them, in turn, it means we 
need to pay attention to how people feel about structural issues.  
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Personal context and financial wellbeing 

Personal context is fundamental to financial wellbeing, because it underpins our understanding of 
the relative resources available to the person, and it can also help us to understand the relative 
needs of the person and the household they are in [84]. For people who are experiencing a health 
issue such as chronic illness, there can be significant associated impacts on their financial wellbeing 
[49]. It can impact their capacity for work and therefore their level of income [91]. Chronic illness 
can also create health-related expenses [51] and reduce the funds available for savings or reducing 
debt. Insights from the capability approach highlight the fact that different people will have different 
capacities to convert resources into an outcome [128], and some people may face additional 
constraints on their choices, like being a rural location where in-person services are not accessible. 
Our understanding of a person’s levels of wellbeing should be receptive to this fact.  

Table 2 highlights the multitude of different personal factors that can shape financial wellbeing. 
Commonly cited variables that affect financial wellbeing include age [7], income [79], marital status 
[4], employment status [57], educational attainment levels [83], caregiving commitments [84], and 
gender [129]. Income determines the amount of money that households have available to meet 
their expenses [79], and this makes it a central driver of financial wellbeing. Marital status can 
impact financial wellbeing, as significant living expenses like the cost of renting are lower when 
shared with a partner. Employment status can substantially impact financial wellbeing, as 
employment plays a critical role in determining income – and this makes employment a driver of 
financial wellbeing. Similarly, educational attainment is associated with income [83], and through 
this impacts financial wellbeing. Caregiving commitments can limit capacity for employment [130], 
and also lead to higher household expenses [84], and this can impact levels of household financial 
wellbeing. The relationship between gender and financial wellbeing is complex, but the continued 
persistence of the gender wage gap highlights that in Australia men and women have different 
experiences in their financial lives [131].  

A basic personal factor like age is complex in the way that it shapes financial wellbeing, due to its 
interaction with the social structures and systems around a person. For example, different countries 
have variations in aged pension rules on age eligibility and rates [105], which in turn shape the level 
of access to income support that someone with no retirement savings might receive. Other 
interactions between age and financial wellbeing are clearer; for example, as people age they tend 
to acquire more assets that provide them with a sense of financial security [132]. 

 

Commentary on personal context 

We need to understand personal context to understand an individual’s financial wellbeing. There are 
a variety of personal factors listed above that can directly impact a person’s financial wellbeing. For 
example, the number of children or dependents in the household is part of the criteria for 
determining if the person (and household) meets the criteria for being in poverty or not [133]. 
Personal situation also determines the level of social security support that a person is eligible for, 
with factors impacting rate of support including [134]: 

• If they have a partner than it can influence their eligibility for support. 

• If they have dependents than they might be eligible for higher rates of support. 

• If they incur costs associated with housing (like renting), then they can be eligible for 
additional housing related payments. 

Other relationships to personal context can be more abstract and conceptual in nature. For example, 
financial knowledge and financial status have a different relationship with financial satisfaction for 
men and women [129]. For women, the main source of financial satisfaction is financial status, 
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whereas for men, the main source of financial satisfaction is financial knowledge [129]. Therefore, 
achieving the same outcomes related to financial status or financial knowledge may have different 
impacts on the financial wellbeing of men and women respectively.  

Various programs are targeted to specific groups or sets of individuals. Some programs are 
specifically targeted at groups that face unique challenges, like older women [135]. These programs 
can be tailored to their specific needs and help to address the pressures on their financial wellbeing 
that are unique to their context. This is an important component of programs that can have 
meaningful impact, with evidence showing that notions like co-design and buy-in are significant in 
the outcomes of services that aim to improve financial wellbeing [78]. In addition to this, research 
shows that programs are more effective when they deal with a ’teachable moment’ – that is, when a 
program is offered at a time that is relevant to a person’s specific context [75].  

Personal context also links to the wider life course, and the resources and supports that a person has 
available to them. For example, two people may have the same level of debt, but may not be in the 
same position. If one of those people has taken on that debt to obtain an education, they can expect 
to have that investment repaid over time. If the other had acquired their level of debt through 
paying for a health disorder, they may not expect to have that repaid over time. For someone who 
does not have a car, if they also have a disability, it can compound with the lack of adequate public 
transport options to significantly shape the other options available to the person [41]. In this case, 
these factors might constrain the employment options available to the person, and in that way 
represent a negative influence on their financial wellbeing. 

 

Financial Capability  
What is financial capability? 
Financial capability is a personal context factor, but we discuss it separately because of the extensive 
research, intervention and policy work that has been dedicated to this area. 

While there is extensive debate about precisely how financial capability should be defined, it is 
generally defined in relation to a person’s financial knowledge, skills, attitudes, motivations and 
behaviours [136, 137]. Measures of financial capability emphasise four key behaviours as the most 
important indicators of financial capability [138]: being able to manage money day-to-day; planning 
for the future; saving for the long-term; and financial decision-making. 

The narrower concept of financial literacy deals with the financial knowledge and skills that people 
have; increased knowledge is seen as the primary way to increase financial wellbeing outcomes 
[139]. Literacy is seen as a driver of financial wellbeing because a person’s level of knowledge is 
viewed as shaping the decisions that they make [140]. If they have sufficient knowledge, it is 
assumed that they can make the best decision from the information that they have. However, this 
relatively simple model has been challenged over the last two decades, and scholars working on 
financial literacy increasingly identify that adding to the knowledge of a person through education 
alone is not a sufficient driver of change in financial behaviour [141, 142].  

Drawing on insights from behavioural economics [73], it has been recognised that biases and 
cognitive factors are a component of financial decision-making and that increased knowledge needs 
to be coupled with changes in confidence and feelings about money. This has resulted in the more 
expansive concept of financial capability being used as a descriptor of the cognitive elements related 
to financial decision-making, which extends beyond the knowledge and skills people have, to also 
include their attitudes, behaviours, personality and broader disposition [143]. These factors matter 
because they help to shape people’s decision-making processes, and in turn, the ways that they go 
about making choices about money. 
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In part, the orientation of financial capability towards knowledge and skills comes from the concept 
of financial capabilities being developed as a follow-on from the narrower idea of financial literacy 
education [31, 144]. The interest in improving financial literacy levels has been motivated by a view 
that poor financial literacy was a driver of the Global Financial Crisis [145]. While our understandings 
of the role that financial capability plays in shaping financial wellbeing have become more nuanced, 
that context for the financial literacy movement is important in grasping the role that financial 
capability plays in financial wellbeing-related policy. 

 

Financial capability and financial wellbeing 
The associations between financial capability and financial wellbeing can be broken up by the 
domains within the concepts – the financial capability domains of knowledge, skills, attitudes, 
motivations and behaviours; and the financial wellbeing domains of feeling financially secure, being 
in control of your financial situation, and meeting expenses with some left over [5]. Behavioural and 
attitudinal aspects of financial capability can affect the financial decision-making processes which 
are linked to financial wellbeing [44]. Significant behavioural aspects include risk taking, propensity 
to plan, and savings disposition. Risk-taking behaviour can have a negative relationship with financial 
wellbeing when it is linked to increased levels of spending for those with lower incomes [44]. 
However, the overall relationship between risk tolerance and risk aversion and financial outcomes is 
more complicated, with both factors having the potential to both positively and negatively impact 
financial decisions depending on the context [146]. Propensity to plan has a positive association with 
financial satisfaction [147], although there is also evidence that those who have lower levels of 
resources also need to more closely track their resources and plan out their expenditures [76]. Those 
with a savings disposition or motivation tend to experience better financial wellbeing than their 
counterparts [44], although this relationship is also mediated by socioeconomic position, since 
having a lower income can limit the amount of savings that a person can make [148], and through 
this the impact that their savings have on their future financial security.  

The financial knowledge components of financial capability are theorised to have a positive 
relationship with financial wellbeing, but there is mixed evidence on the level of impact of financial 
education [149]. As mentioned above, the context in which a program takes place is important in 
determining the impact it can have on a participant [75]. For low-income households, there are 
additional limitations to how they can develop and apply their financial knowledge. For example, 
they may have significantly lower savings for retirement, so financial literacy associated with 
retirement planning may be less valuable for them in terms of the return that they get on the time 
they use to learn the system [150]. As the level of return for time invested in a system decreases, it 
makes sense for a person to devote their time to other things. Conversely, those who engage with 
the social security system may need to have an in-depth understanding of the relevant rules related 
to payments, and the effects of income and assets on payment rates – not fully understanding these 
rules can have significant economic consequences for the person [150]. 

 

Commentary on financial capability 

Financial capability is viewed as a key concept related to a person’s financial wellbeing [77]. 
Developing financial capability is often highlighted as a necessary response to a world that is 
becoming increasingly financialised [77]. From a policy perspective, financial capability and financial 
literacy education is widely viewed as an important piece of the puzzle in promoting financial 
wellbeing around the world [151]. This is evident in the fact that Australia, along with other 
countries like the UK, has adopted a national financial capability strategy [152, 153].  
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As mentioned above, the basic model of financial literacy education, where increasing knowledge 
leads straight to improved outcomes, does not fully account for the complexity of human decision-
making [154]. It should also be recognised that knowledge needs to be relevant (and accurate) to 
have a positive impact on financial wellbeing. This is where examining personal context is significant 
in understanding a person’s knowledge base and how it might impact their financial wellbeing [150]. 
There is also the question of the ways in which the person can employ their financial knowledge, 
meaning that access to the financial system and appropriate products and services is important; this 
is often addressed through the idea of financial inclusion being needed in conjunction with financial 
capability. 

Financial capability is a key driver of financial wellbeing because it affects how people decide to use 
the financial resources available to them. The key indicators of financial capability have a clear 
connection to supporting financial wellbeing. However, there are criticisms that the definition 
should more actively incorporate a person’s broader social context [31]. In the same way that the 
financial literacy model is seen as insufficient in explaining financial decision-making, increasingly it 
is being argued that an individual’s personal context and the social structures around them shape 
what they are financially capable of doing, and in turn, is a key factor in their decision-making 
processes [31]. Put another way, there are factors outside an individual’s control that can have a 
profound effect on financial wellbeing, and these must be understood and addressed.  

It is important to recognise that financial knowledge and behaviour vary based upon the a person’s 
context [155]. This is true both in terms of the wider knowledge that they might hold, but also in 
terms of the financial knowledge that is most directly relevant in that person’s life. If they have little 
engagement with the financial system – for example, if they are experiencing various forms of 
financial exclusion – then concepts like adaptive preferences can help us to see that they have less 
incentive to acquire knowledge of the system, because they cannot apply that knowledge [156]. We 
see the effects of this in research that demonstrates that people better retain financial literacy 
knowledge when it links to their previous experiences, or when it is delivered in a just-in-time 
context [20]. The positive relationship between the knowledge aspects of financial capability and 
financial inclusion is visible with point-of-access models of education, where people are educated 
when they are included into the system (through their usage of a service) [20]. In turn, this suggests 
the significance of understanding people’s wider context, and the ways that they are included in the 
system. 
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10. Meso-level factors 
 
Meso-level factors represent the factors that exist between the micro level and the macro level 
[157]. Whereas micro-level factors deal with the individual, person-to-person level, meso-level 
factors deal with dynamics across groups and larger numbers of people. These various meso-level 
actors then go on to shape the formation of the macro environment that people act in. Meso-level 
actors refer to groups, organisations, or communities [158]; meso-level factors deal with the various 
factors associated with groups, organisations and communities, including both their actions and the 
various infrastructure that exists for groups, organisations, and communities to draw upon. This 
section outlines the influence of various meso-level factors on financial wellbeing among the 
Australian population. In this section we discuss financial inclusion and financial resilience, as well as 
the role that organisations play in shaping financial wellbeing in Australia. Financial inclusion and 
financial resilience are two adjacent concepts to financial wellbeing that fit into the meso level, as 
they deal with people’s connection to the wider financial system and to the resources they can draw 
upon in the wider community. 

Like the micro-level, meso-level factors can have both a positive and a negative impact on financial 
wellbeing. Below we highlight some of the positive factors, like the role that community 
organisations can play in supporting financial wellbeing. There are also negative factors, with some 
payday lenders having been shown to contribute to long-term decreases in financial wellbeing due 
to the high levels of interest paid to them [97, 159]. Together, meso-level factors are important in 
shaping the opportunities that people have to act in relation to their financial wellbeing. 

From a meso-level perspective, the physical structuring of our society is also relevant for 
understanding financial inclusion and exclusion. The location that people live in can impact the level 
of access they have to financial products and services. For example, Buckland has highlighted the 
extent to which clustering of financial exclusion is prevalent in poor urban neighbourhoods [160]. 
For those who are in neighbourhoods without regular banking services, high-credit lenders can be 
more prevalent; for a variety of reasons, including the difficulty of having to travel to access regular 
banking services, this can lead to those neighbourhoods having worse financial outcomes. The 
location of services can also be a factor in differing financial inclusion rates between urban and rural 
or remote communities. People who live in remote or isolated communities can face additional 
barriers to financial inclusion. They may be forced to travel large distances to access in-person 
banking services. They may also have limited access to the internet, and thus face barriers to 
accessing financial products and services from their home [161].  

 

Financial Inclusion  
What is financial inclusion? 
Financial inclusion is about having access and the means to use products and services. Financial 
inclusion is variously defined as “the use of formal financial services” [94], or “having access to 
appropriate and affordable financial services and products” [5]. The opposite of financial inclusion, 
financial exclusion, is generally understood as persons, households, groups, or societies experiencing 
“a partial or full blockage of access to foundational products and services that would enable them to 
meet their basic human needs that achieve societal standards” [162]. The concept of financial 
exclusion captures the negative impacts that can accrue from not being able to use the same 
products and services as the rest of society.  
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Financial inclusion has emerged as a policy priority in countries such as South Africa and India, where 
large segments of the population lack access to basic financial services like a bank account [163]. In 
those countries, providing people who are financially excluded with adequate and accessible 
services is seen as an effective way to provide more equitable outcomes within the economy [164]. 
However, in developed economies most people already have access to basic financial products like a 
bank account. Australia has particularly high levels of bank account access in the wider population, 
with only an estimated 0.9% of people not having access to a bank account [59]. In countries like 
Australia with high levels of bank account access, financial exclusion can be experienced through 
being unable to access affordable credit [162].  

In contrast to financial capability, which is concerned with how people behave within the financial 
system, financial inclusion refers to people’s ability to access that system in the first place. This 
means that the structure of the system is an important factor in a person’s financial inclusion or 
exclusion [99]. Important structural factors can include things like whether there are banking 
services which are in a language [92] or location that is accessible for a person [165]. When services 
are not available and cannot be accessed by that person, they experience financial exclusion [165]. 

 

Financial inclusion and personal context 
Personal context can be an important element in a person’s level of financial inclusion in terms of 
the suitability and accessibility of financial products and services for them. For people in some 
contexts there are no suitable products or services that they can access.  
 
Gender can be an important personal factor relating to a person’s level of financial inclusion; many 
women around the world face barriers to financial inclusion [94]. In some countries, women are 
either unable to access some financial products and services, or face additional challenges to access 
them [166]. The increased barriers faced by women can result from factors such as differential 
treatment under the law or cultural norms, especially those that relate to who can enter into 
contracts under their own name [166]. In addition to facing formal barriers in legislation, there can 
be further increased barriers linked to how financial decisions are made in the household. 
 
Other important factors can include language as a barrier to financial inclusion, with some groups 
facing challenges to accessing products and services related to language [167]. If products and 
services are not available in a suitable language, then it can result in a person not being able to 
access them.  
 

Financial inclusion and financial capability 

While there is evidence of a relationship between financial inclusion and financial capability 
(especially in relation to the elements most closely tied to financial literacy), the direction of the 
relationship is debated. For example, some people may access products or services after developing 
their knowledge of their existence, while others might develop their knowledge following exposure 
to a product or service [155]. Regardless of the direction of causality, improving financial inclusion is, 
at times, pursued as a policy objective that can also help improve financial capability – the two are 
seen as mutually reinforcing [162]. In multiple contexts, financial inclusion and experience using 
financial products has been identified as a driver of financial capability [20, 168]; conversely, those 
with lower financial inclusion experience various pressures on their behaviours as well as a lack of 
incentive to develop their knowledge of the financial sector. 
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Financial inclusion and financial wellbeing 

When people are excluded from accessible products and services that meet their needs, it can drive 
them towards using those that are expensive and exploitative [97, 162]. There is extensive evidence 
about the ways that high-interest credit lending services deliberately target people with few 
alternatives, through the practice often referred to as ‘payday lending’ [169]. Although these loans 
may allow people to meet their expenses in the short term, they also increase debt burden, which 
directs funds away from savings. Payday loans are also associated with households in financial stress, 
with lending at times being used as a mechanism of poverty survival [97].  

Research demonstrates that a lack of financial inclusion can have a negative impact on financial 
wellbeing [170]. Those who are financially excluded must live a different financial life that carries 
increased risk, which is also associated with social exclusion more generally [162]. Being financially 
excluded can drive negative financial outcomes through increased costs for payments, costs of being 
paid, costs for making savings, costs for sending and receiving money, and increased costs for 
borrowing money [171]. A key factor is that engaging in financial transactions can cost more without 
access to formal banking structures. For example, in the Latin American context, “cash transactions 
can cost up to five times more than payments by cheque and up to 15 times more than electronic 
transactions” [171].  

While the relationship between financial inclusion and financial wellbeing is complex, there are 
some clear associations that are visible between the two in the Australian context. In 2018, work 
from NAB and CSI highlighted that in Australia “people with lower levels of economic resources tend 
to use informal credit more than those with high levels of economic resources” [1]. Those with a 
lower level of economic resources also tend to have a lower level of usage of financial products and 
services more generally, with just over ten per cent of the total population reporting that they use 
either a low or very low number of financial products and services, compared to over thirty per cent 
among those with very low economic resources [1]. The barriers to accessing financial products and 
services are varied, but for those who have low and very low levels of economic resources, they 
include “cost of the service, wait times for the appointments, poor customer service, distance, and a 
lack of services in their area” [1]. 

 

Commentary on financial inclusion 

While inclusion within the financial system is an important component of having financial control, 
the concept of financial inclusion has been criticised for being too narrow in what it emphasises. For 
example, Storchi and Johnson [172] have argued that at times, work focused on financial inclusion 
can emphasise access to products and services over the actual utility of those products and services 
for the person being ‘included’. Increasing access does not necessarily provide meaningful 
improvement to wellbeing. In that vein, it has been argued that financial inclusion as a concept is 
most valuable when combined with others, like financial capability, financial wellbeing [172], and 
financial resilience [47].  

The consequences of financial exclusion extend beyond just the negative impact that it can have on 
financial wellbeing. In addition to limiting the financial options available to people, financial 
exclusion can limit their full societal participation. Hence, financial exclusion has a close association 
with social exclusion, and in some definitions of financial exclusion it is constructed as a domain of 
social exclusion [162].  
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Financial Resilience 
What is financial resilience. 
Financial resilience is a key concept related to financial wellbeing that deals with how resilient 
people are to sudden economic shocks in their life. It is defined as “the ability to access and draw on 
internal capabilities and appropriate, acceptable and accessible external resources and supports in 
times of financial adversity” [39]. This means that people have the capability “to bounce back from a 
financial shock” [1].  

Because resilience deals with the ability to absorb shocks and adversity, resilience is often 
characterised as a dynamic process [47]. It deals with both the financial resources that a person has 
to draw down on in times of need and the wider social capital that they have available to them. 
Other supports that can help them in times of need, like having access to insurance, are also 
incorporated into definitions of financial resilience, because they can act as a buffer to when things 
go wrong. In this sense, financial resilience incorporates both micro- and meso-level factors, since it 
deals with both their internal resources, and the resources of the wider community that they can 
draw upon. 

Financial resilience makes sense to think of as a meso-level factor, because of the extent to which it 
is connected to the wider community. While individuals are financially resilient, they also need to 
draw on the resources of the wider community for many components of their financial resiliency. 
Where they do not have the wider resources to draw upon, then their financial resilience can be 
restricted.  

 

Financial resilience and financial capability, financial inclusion, personal factors  

The CSI model of financial resilience is an integration of financial capability, access to products and 
services (financial inclusion), and financial wellbeing. It also includes two personal contextual factors 
– personal financial support networks and household income, which is adjusted to household size. 
Personal support networks (including the connections that provide them) and access to financial 
products and services are conceptualised together as social capital. Likewise, savings, debt 
management and ability to meet living expenses comprise 3 of the 4 sub-domains of Meeting 
Expenses aspect of financial wellbeing. Finally, the financial resilience model pays close attention to 
personal factors such as Indigeneity, gender, employment status, age and marital status. 

Table 2. CSI/NAB model of financial resilience 
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Commentary the financial resilience approach 

Two of the contemporary definitions of financial wellbeing directly include financial resilience [21, 
22]. However, resilience is only inferred in the CSI/SPRC definition and others. This is because the CSI 
conceptualisation of financial resilience is broader than most, capturing people’s physical capacity to 
meet unexpected expenses as well as social resources (social capital), cognitive resources (aspects of 
financial capability) and access to products and services (inclusion) that could assist in recovering 
from a financial shock. Put another way, our conceptualisation of financial resilience includes a 
dimension of financial wellbeing and the immediate factors that can influence it.  

As with the financial capability and financial inclusion approaches, there is limited evidence to 
suggest which aspect of the resilience model is most important in helping people to ‘bounce back’ 
and whether this is different for different groups of people. This means that any programs aiming to 
improve resilience need to either be comprehensive, which is resource intensive, or focused on the 
dimension believed to be most important, which is risky if this belief is not supported by evidence.  

 

Organisations 

Organisations play a crucial role in the lives of people in our society [158]. They represent a 
mechanism through which people act collectively, thus they are a way for people to coordinate and 
work together. The interactions that people have with different organisations shape their lives, and 
range from basic interactions with businesses throughout our economy, through to the community 
organisations that people are involved with, and the social organisations that help to form our 
community. 

The different organisations in our society have the capacity to shape financial wellbeing outcomes in 
a number of different ways. Organisations can leverage the collective skills of different members, 
and can act on a larger scale than any one individual can alone. This means that they have the 
capacity to drive system change [115], and they also have the capacity to support people in need 
[61]. Different types of organisations can influence the financial wellbeing of individuals in different 
ways. For example, the various policy decisions of banks play a critical role in determining who can 
establish and maintain an account, and in that way shape access to the wider financial system [93]. 
Other types of organisations like media outlets have the potential to influence consumption 
behaviour, with ongoing debate about the role of the media in driving a culture of consumerism, 
particularly in the United States [173].  

In the context of financial wellbeing, organisations are important, because they have the capacity to 
drive change and support people in ways that individuals alone cannot accomplish [115]. Whereas 
individuals are relatively constrained in how they can shift and change systems, organisations have 
the capacity to leverage collective capabilities to drive change at a much larger scale [115]; this 
means that they can be significant agents for change. Their capacity to drive change also means that 
the different approaches that organisations take to issues related to financial wellbeing are 
important as they can shape the direction that changes in the system take.  
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Different approaches to improving financial wellbeing 

Not all organisations are the same, or operate on the same principles, and they can have very 
different goals. They can also work in different ways to support financial wellbeing, with programs 
helping in a variety of different areas [61]. Different approaches can generate different outcomes, 
and can fit together to support different dimensions of financial wellbeing. It is important to 
consider the different types of organisations that influence Australian financial wellbeing, and to 
discuss the different roles that they play in supporting Australian financial wellbeing [61]. 

One factor that distinguishes organisations acting in the financial wellbeing space is whether they 
are for-purpose organisations, or for-profit organisations. This distinction is important, as they 
translate into differences in how organisations might approach the challenge of improving and 
supporting financial wellbeing. In part this is because they have different strengths and limitations 
associated with the actions they can take to improve or support financial wellbeing. To demonstrate 
this point, we discuss differences between two different programs that have the same goal. Both 
have different points of leverage based upon the nature of the organisation, and this translates into 
different programs. Both types of organisation are needed to change the structural drivers of low 
financial wellbeing, as each have unique areas in which they can drive change. 

Numerous social purpose organisations have dedicated their efforts to improving financial wellbeing 
in Australia, and around the world. They work to improve financial wellbeing in a variety of different 
ways, with different organisations adopting different approaches to improve financial wellbeing. 
Some organisations do this through the provision of financial capability training (for example, the 
Brotherhood of Saint Laurence), improving levels of financial inclusion (for example, Good 
Shepherd), financial counselling (for example, the Salvation Army), and with many focusing on 
specific cohorts such as women [174], young people [175], and First Nations peoples [176].  

Many for-profit organisations also aim to improve financial wellbeing through a variety of different 
programs. For-profit organisations operate programs that support financial wellbeing in different 
spaces in the same way that social purpose organisations do. Some provide financial capability 
education [177]; others provide financial literacy education of various kinds to the public [178, 179]. 
There are also programs like NAB Assist which offer financial support for customers experiencing 
hardship, as well as training staff to be better equipped to assist customers in a vulnerable financial 
position. 

The differing approaches to improving financial wellbeing can be understood through the different 
types of actions that they undertake. The Brotherhood of Saint Laurence developed a framework to 
categorise different types of activities related to supporting and improving financial wellbeing [61]. 
These cover the domains of financial logics, financial literacies, financial advocacy, and financial 
support (termed financial counselling in the framework). Financial logics deals with changing the 
logic people use as the basis of their financial decisions. Financial literacies deals with improving the 
level of financial literacy that people have. Financial advocacy deals with making the system easier 
for people to navigate, through various forms of advocacy. Financial support deals with the help and 
support that people need when things go wrong, and this can include both specialist advice and 
financial or material support.  

We discuss different programs and strategies using the ideas from this framework, to highlight how 
programs working to achieve the same goal can differ in the type of actions that they undertake. The 
three examples we discuss are chosen because they come from diverse stakeholders – the 
government, the for-purpose sector, and the for-profit sector – and also because of the diversity in 
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approach that they bring. They allow us to show how different types of actors have both different 
points of leverage, and also different approaches. Our point is not to undertake a comprehensive 
evaluation of each, but rather, to highlight the ways that the approach chosen matters for the type 
of program that is implemented, and also to highlight that different approaches can all be effective. 
It is important to recognise as well that the relative size of organisations can constrain the types of 
interventions that they might undertake, or the types of programs that they are able to administer. 
It would be unrealistic to expect organisations with a small number of staff and resources working 
on their own to fundamentally change the structure of the financial wellbeing landscape, whereas, 
they might be able to effectively work on a smaller piece of changing the system. 

 

The Australian National Financial Capability Strategy  

The Australian National Financial Capability Strategy (NFCS) has been an important component of 
the work to improve financial wellbeing in Australia over the last few years, and currently in a state 
of transition4. The NFCS represents an attempt to develop coordinated action that has an impact on 
the financial wellbeing of many Australians, with measures including support for programs delivered 
by a variety of actors in the financial wellbeing sector. It has involved support for a wide range of 
different actions and programs; rather than cover each component of the strategy, we highlight the 
higher-level ideas that underpin the strategy.  

The Australian NFCS approach is based upon the idea that improving financial capability for 
Australians will be a key driver in the improvement of their financial wellbeing, so that “Australians 
[are] in control of their financial lives” [152]. The core of the NFCS is oriented towards driving change 
in three key behaviours: managing money day-to-day, making informed money decisions, and 
planning for the future [175]. Improving these is seen to lead to improved financial control, and 
through, that improved financial wellbeing. Based upon this emphasis, the approach to improving 
financial capability and financial wellbeing can be classified as operating across two domains: 
financial logics, and financial literacies. 

The NFCS website outlines the core ideas in the strategy, and highlights the points of emphasis. 
Notably, the language is about building knowledge and changing behaviour. The approach to how to 
achieve positive outcomes is through the ideas of educating, informing, and supporting [152]. The 
first two ideas clearly reflect efforts to improve the knowledge base that people use to make their 
financial decisions, and support is taken to mean “helping people better understand their situation, 
assess their choices and avoid financial pitfalls” [152] – again a suggestion more of knowledge-based 
support, rather than material support. 

At their core, these ideas involve shifting the behaviours of individuals to improve their own financial 
wellbeing. That represents an individually oriented approach because it is about shifting the 
behaviours of individuals. While the strategy explicitly targets specific groups that may have low 
financial capability, it is about improving their skills rather than the context they must navigate. This 
can be contrasted with the structurally oriented approach used by some of the programs below.  

 

 
4 The version we discuss here was administered by ASIC. The NFCS is currently moving from ASIC where 
it was previously held, to Treasury, where it is currently being reconstructed. 
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FIAP approach to financial inclusion 

Led by Good Shepherd Australia New Zealand, the Financial Inclusion Action Plan (FIAP) Program is 
an effort to provide a positive platform for organisations across all sectors to see their role in 
actively promoting financial wellbeing in Australia [180]. Launched in 2016, FIAP is now a national 
and place-based network of over 50 organisations, who have each made public commitments to 
take real action that will promote the financial wellbeing of their customers, employees, business, 
and community partners. The FIAP members represent a broad range of sectors and industries - 
including financial services, utilities, social services, government, and education among others. 

The specific actions undertaken differ based upon the organisation, and there are over 630 
combined actions that have been undertaken so far by the various partner organisations [180]. To 
date, many organisations have developed a FIAP that is targeted at improving financial inclusion and 
resilience outcomes for their customers that are considered at risk of financial hardship. Their 
actions have included changes to hardship policies, financial assistance and improved training for 
frontline staff. Other actions, however, have been focused on employee financial wellbeing policies, 
social procurement strategies or community partnerships focused on building financial capability 
[180].  

 

The FIAP approach emphasises the need for organisations to improve outcomes for groups who 
have faced significant systemic barriers to financial wellbeing such as women, Aboriginal and Torres 
Strait Islander communities, CALD communities, older Australians and those living with a disability 
[180]. Some of these focus on interactions with customers, while others involve changing internal 
practices to better support outcomes for those groups. For example, one of the Australian Unity 
actions involves developing a partnership with a disability organisation to support disability inclusive 
policy and to also improve employment pathways for people with disability into the organisation 
[180]. This can drive a systemic shift in the accessibility of employment for people with a disability in 
the wider economy, since if other organisations adopt similar measures it can have a snowballing 
effect where hiring norms are shifted. 

FIAP activities align with the core ideas from the financial advocacy area of work, by driving direct 
change in terms of who is able to access services, with an explicit focus on various historically 
disadvantaged groups. Partner organisations within the system change their behaviours, and in 
doing so change some of the structural dynamics of the system that individuals must navigate. There 
are also aspects that relate to financial support. There are parts of the program that offer financial 
assistance to those households in or at risk of experiencing financial hardship.  

 

NAB Assist financial support 

NAB Assist is designed to help individuals meet their expenses and repay debt, in the short term. 
This lines up with the financial support domain of the BSL framework because the program offers 
short-term assistance to help meet expenses. The core idea is that adequate support and resources 
can prevent people from experiencing financial hardship, and thus provide good outcomes for both 
NAB and its customers. 

NAB Assist works by improving (or protecting) financial inclusion by, for instance, providing access to 
no or low interest loans to those in financial hardship. According to Aly [181], NAB is also 
“encouraging and training many collection agencies staff to spot, deal with, and proactively assist 
shoppers inside (sic) monetary difficulty, therefore significantly decreasing loan defaults”. In this 
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sense, NAB Assist has been described as a quasi-financial counselling program, reflecting a shift away 
from traditional debt management [182]. Although primary data were not available, a secondary 
source suggests that 97% of those using NAB Assist are back on track with payments within 90 days 
[182, 183]. 

NAB Assist helps to address some of the negative consequences of structural inequalities in the 
wider economy, by helping to support vulnerable customers when things go wrong. While it does 
provide support for people when things go wrong, the program is not intended to change the overall 
structure of the economy, since it does not make the economy easier for people to navigate until 
something does go wrong. In that sense, structural change is not an overt intention of the financial 
hardship program. Instead, it concentrates on maintaining financial inclusion within the current 
system, by ensuring people can continue to meet expenses within it. Any flow-on effects in directly 
reducing structural inequalities would require a significant number of people to be using this service 
on a regular basis.  

 

Supply versus demand approaches 

The examples given above show how different programs and interventions fit into different 
categories, and how some are working in different spaces to impact financial wellbeing. Some of the 
goals of the programs overlap, and some of the issues that they address are similar. It is noticeable, 
though, that some provide different solutions to these same problems.  

This difference is particularly visible in the way that two of the programs directly address issues 
related to financial inclusion, but with different actions or solutions. Both FIAP and the NAB Assist 
program operate on the logic that outcomes are better when people remain financially included and 
able to use essential services. That means that people should not be cut off from services. Both 
approaches are in agreement that people need some form of support or assistance when they find 
themselves in a situation where they might not be able to meet a payment for an essential service.  

While the two programs agree on the problem, their approaches differ on how to address when 
things go wrong. One of the FIAP approaches is to work with business to reduce instances of services 
being cut off because of people going into financial hardship, with policies like payment plans that 
support people through being unable to meet expenses, especially for essential items. This can be 
thought of as addressing the issue of financial inclusion at the supply side. We can think of it as at 
the supply side because it is keeping people supplied with services even when they cannot meet the 
cost of them in the short term. It also is encouraging subtle changes within the system by changing 
the type of relationship between service providers and customers. In the past, a customer who could 
not pay might be immediately cut off from the service, whereas now they may be able to restructure 
their payment schedule. 

In contrast, the NAB Financial Assist model provides support at the demand side, by ensuring that 
people can meet payments and fulfil their demand in accessing essential services. When a person is 
unable to make a payment, rather than deferring the payment, a NAB Assist loan enables them to 
meet their expense. This keeps them connected within the system. The change this represents to 
the system are minimal, since it does not change the nature of the relationship between the 
customer and the service provider. While the customer receives assistance with meeting their 
payment, they are behaving as a normal customer from the perspective of the service provider – 
that is, they are meeting their payment. 
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Both programs try to keep people financially included by maintaining their access to essential 
services, but each addresses the problem in a different way, using different mechanisms. In part, this 
reflects the different positions that they occupy within the wider financial wellbeing ecosystem, and 
the different points of leverage that the organisations involved have. NAB has capacity as a bank to 
provide direct financial support to customers; it makes sense that its approach involves offering this 
type of assistance. NAB’s point of leverage in the system is linked to its status as a bank – it has 
access to traditional banking mechanisms as a way to address the problem. In contrast, the FIAP is a 
network of different organisations which each have individual capacity within their own business to 
ensure that people remain financially included. Therefore, the FIAP solution to the problem involves 
businesses changing internal practices to support vulnerable customers, as this is the point of 
leverage that they have within the system. 

The two different approaches both support financial wellbeing, but in different ways. Strengthening 
financial wellbeing among the Australian population will require many different actions across the 
various domains described (and others not explicitly covered as well). But understanding how these 
different actions fit together is crucial for long-term success in improving Australian financial 
wellbeing. It is also crucial for understanding the opportunities available to different organisations to 
help improve Australian financial wellbeing. 
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11. Macro-level 
Social structures  
What are social structures? 

Social structures are a central concern of social theorists and social scientists [184]. Given the 
significant attention devoted to understanding them, there is a wide range of definitions focusing on 
different types of structures. Some emphasise institutional components of our social structure, 
focusing on the ways that our institutions like the law are constructed and how this influences the 
functioning of our society. Other accounts of social structure deal more with the concepts and 
structures that shape interpersonal relationships, concentrating on things like the role that gender 
plays in shaping outcomes for people.  

Social structures are the stable, patterned relationships that make up the fabric of our society [185]. 
At the micro level, repeated instances of individual interactions create patterns, and these patterned 
interactions become norms that form our social structures. These patterned relationships establish 
the rules and norms that individuals navigate in their day-to-day lives and are a crucial element in 
how societies are organised.  

Important social structures include things like religion, the law, the political system, the economy, 
family, gender, and class. Each plays a role in shaping the range of options available to people in 
their day-to-day life, and they interact in complex ways. For example, gender plays a role in how 
people interact with each other at the individual level, but gender also helps to shape the structure 
of our economy. 

While social structures form the relationships that determine the range of options and choices 
available to people, they are also made up of repeated individual micro-level interactions [186]. 
Thus, while social structures constrain the relationships that are formed through individual micro-
level interactions, they are also malleable in that they are made up of these very relationships [186]. 
They can be changed through widespread shifts in the relationships that they are made from, and 
social scientists often focus their attention on understanding shifts at the micro level and the impact 
that these have on the larger meso- and macro-level structures of our society [187]. The possibility 
of change in our structures is important, because it reveals spaces through which social progress can 
occur, and ways in which changes in outcomes can also occur. 

 

Social structures and personal context 
Personal context factors are inextricably linked to social structures. Social structures shape the ways 
that our personal characteristics can influence our life. They determine who can have a job, receive 
an education, own property, or, put simply, who is privileged and holds power. However, social 
structures did not simply come into existence. They are produced and reproduced by people [184]. 

There is complex theoretical debate over precisely how the relationship between individuals and 
social structures should be defined and understood [188]. This is linked to the long-running debate 
over the nature of the relationship between structure and agency [186, 188]. That relationship 
roughly comes down to the central question of: are people constrained by structures, or do they 
have agency to act in ways that reject those structures? 

Structuralist approaches emphasise the importance of structures, arguing that while people may be 
able to make some choices structures are highly determinative of the outcomes that a person can 
obtain [189]. On this view, structures are a key factor that enables and constrains the options 
available to individuals. Structuralists would therefore argue that we should have modest ambitions 
when expecting individuals to shift their behaviours. This is because they may be constrained in the 



 

 
 
 

36 

changes that they can make, based upon the structures that exist around them. Structuralists tend 
to favour explanations of behaviour that are external or outside of an individual’s direct control, 
looking for the impacts of social structures on shaping outcomes. 

This can be contrasted with approaches that are agency-centric, emphasising the adaptability of 
individuals within structures. Agency-centric views emphasise that control is the key feature of 
human behaviour, and while structures can impact human behaviour, it is people that determine 
their fate. Because agency-centric views tend to favour explanations of outcomes that link to 
individuals, they are often described as engaging in methodological individualism – that is, they 
employ methods that concentrate on the internal characteristics of a person or characteristics that a 
person can control. 

 

Social structures and financial inclusion 
The relationship between social structures and financial inclusion is a crucial one for understanding 
who is financially excluded and the barriers to financial inclusion that they face. The capability 
approach highlights that social structures play an important role in human agency through the way 
that they can introduce constraints on the choices available to people [90, 190]. For example, in 
some societies social structures constrain the financial products available to women, and in this way 
contribute to restricting the choices that they can make in their lives [90]. Consequently, gender has 
played a role in efforts to alleviate poverty around the world, and efforts have been made to reduce 
the impacts of gendered discrimination as a driver of poverty [118]. 

Around the world, gender continues to be associated with financial inclusion. In some countries, 
women do not have the same rights related to establishing a bank account, and thus experience 
explicit forms of financial exclusion [166]. In countries where women have the same rights as men, 
gender remains a factor associated with financial decision-making in the household [191], and can 
thus influence levels of financial inclusion within the household. If women are excluded from the 
decision-making process, or have little capacity for input in their household, then it may mean that 
they do not access products or services, and if they separate from their partner, it may leave them in 
a position where they are financially excluded. Extreme forms of exclusion or control of finances 
within the household are reflected in economic partner abuse, where men restrict their partner’s 
access to money as well as their access to banking and financial services [192].  
 
In Australia, ethnicity [92], and Indigeneity [176] are related to access to financial products and 
services. This is evident in the fact that “one in ten Aboriginal or Torres Strait Islander [people] 
reported very low levels of financial products and services use and access, compared to 1 in 100 of 
the broader Australian population” [39]. The disparities are caused by a complex range of factors. 
One important factor is that Indigenous conceptualisations of ways of using money can be different 
to Western ones, and in ways that can affect opportunities to participate in Western financial 
systems – for example, choosing not to use formal credit, such as a credit card, can mean that an 
individual is denied a future loan application because they do not have a credit history [39]. We 
discuss this in more detail in the section that addresses Indigenous financial wellbeing below. 
 
Religion and faith-based values represent another space with different conceptualisations of 
financial systems that can affect rates of financial exclusion. The most direct example of this in 
Australia can be seen in the challenges faced by Muslim communities. Islam prohibits Riba (interest), 
which can lead to faith-based financial exclusion for Muslim communities, since interest is widely 
practised in conventional banking in Australia [193]. In a survey of Queensland Muslim Australians, it 
was found that while 99% had access to a savings account, 81% did not use any form of loan or 
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financing products [193]. The significance of faith-based exclusion is evident in the fact that, of those 
Muslim Australians who do not have access to conventional financial products, 61.4% said it is 
because they do not want to deal with interest [193]. For Muslim Australians, access to appropriate 
financial products and services needs to account for this difference in values about how the financial 
system should operate. 
 
While it is not universally the case, financial exclusion is generally linked to other kinds of 
disadvantage, with higher rates of financial exclusion among groups like women [166], migrant 
communities [92], and among those experiencing social exclusion [194, 195]. The relationship 
between social structures and financial inclusion also mediates other important financial 
relationships, with financial capability being one such example. For those groups and individuals who 
are excluded by social structures, they are either highly restricted, or unable to exercise their 
financial capability [148]. 
 

Social structures and financial capability 
In addition to shaping access to the financial system, social structures can play an important role in 
shaping the financial capability of people [31]. As mentioned above, they can directly influence the 
products or services that are accessible to a person, and through that, the kinds of options available 
to them. The increased efficacy of experiential and just-in-time learning highlight that building 
knowledge has more impact when it is directly relevant to a person [20]. This can influence the 
financial knowledge that a person develops, as not encountering a product or service may lead to 
people having gaps in their knowledge. Social structures can also influence the behaviours of people, 
and through that the decisions that they make about the skills they want to develop [196]. Norms 
related to gender, class or race can all factor into decisions a person might make about developing 
their financial capability. For example, studies of college students highlight lower rates of financial 
literacy among young women compared to young men [197]. 
 
Social structures can play an explicit role in the development of financial capability, with programs 
that develop financial capability often being embedded in institutional forms of social structure. For 
example, financial education programs are sometimes embedded within school and university 
education programs [174], so that people undertake financial education as part of their wider 
education. Another instance where institutional structures can play a role in shaping personal 
financial capability levels is in the role that employers can play in educating their staff through 
employee financial literacy and financial capability training programs [198]. 
 
More subtly, social structures can play a role in how financial decision-making takes place. For 
example, social norms play an important role in the different roles that men and women have 
occupied within the household related to making economic decisions [199]. Men have traditionally 
occupied the role of ‘breadwinner’ and often of financial decision-maker, and in some households 
this continues to have an effect [191]. In conjunction with other factors, this can lead to differences 
between men and women around the relationship between financial capability, financial wellbeing 
and overall financial satisfaction [129]. In simple terms, this means that some men and women can 
have different priorities related to money and finance. 
 

Social structures and financial wellbeing 

Social structures play a pivotal role in supporting and shaping financial wellbeing [148]. There are a 
number of social structures that are especially relevant to financial wellbeing, with Table 1 
highlighting some of the key social structures that have the most influence. Being in a society with 
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stable social structures can support financial opportunities, and can enable people to develop their 
economic position [4]. When social structures are unstable it can create uncertainty and challenges 
for maintaining financial wellbeing.  

The most obvious structure that has an impact on financial wellbeing is the structure of the 
economy, and as discussed below, the financial wellbeing of many Australians has been impacted by 
significant shifts in the structure of the economy as a consequence of the COVID-19 pandemic. This 
represents a clear example where lots of shifts in individual relationships (individual workers having 
their employment suspended) have collectively shifted the fundamental makeup and functioning of 
the economy. Other structures relevant to financial wellbeing include the law, politics, education 
and family. As discussed in the example below with Lin, broader policy decisions translated into 
differences in her income, employment prospects, and through both of those into financial 
wellbeing. 

Social structures have started to feature in frameworks and definitions of financial wellbeing [4], as 
scholars are increasingly recognising the central role they play in shaping financial wellbeing. While 
structures have always been acknowledged as a driver of financial wellbeing, there is a wider 
appreciation that understanding their relationship with financial wellbeing is essential to 
understanding financial wellbeing. This growing recognition is encouraging more wide-ranging work 
on the drivers of financial wellbeing, with increased attention being given to the implications of 
specific economic policies and how they translate into downstream changes in financial wellbeing. 

The laws that govern financial practices in a country, as well as the way regulators enforce those 
regulations, can play a role in population financial wellbeing [59]. For example, regulations constrain 
the ways that credit providers and payday lenders can act, with it being a legal requirement for 
credit providers to engage in responsible lending practices in Australia [59]. Other laws can also 
influence financial wellbeing. For example, labour laws establish minimum wage standards, and also 
set conditions on the contracts that businesses can use to employ people. Recent trends towards 
zero-hours contracts are negatively impacting financial wellbeing for many people, as they can 
increase income volatility and make personal financial decisions harder [200]. 

Politics plays another important role in financial wellbeing for many Australian households. Because 
the governing party in Australia is responsible for various budgetary and governing decisions, it 
means that they determine the rate of social security support that people receive. When the rate of 
social security support was increased during the pandemic with the Coronavirus Supplement, it lifted 
an estimated 32% of Australian households out of poverty [104]. This represented a short-term 
boost in financial wellbeing for the households which received the increased level of support. Other 
political decisions can also impact jobs and employment throughout the economy, with the stimulus 
package announced in the 2020 Federal Budget expected to have a significant impact on the 
economy [201]. An alternative scenario might have resulted in a slower economic recovery, leading 
to higher levels of unemployment. 

 

Social structures and financial wellbeing outcomes for Indigenous Australians 

Indigenous Australians face unique challenges to their financial wellbeing that result in persistent 
differences in outcomes for their financial wellbeing. These challenges can range across the micro-
level, through to the meso-level and the macro-level as well. Some of these challenges are directly 
visible, while others operate more subtly. Addressing these issues is not an easy task, because they 
are deeply rooted in Australia’s complicated history and colonial past, and these issues continue to 
remain, for the large part, unresolved at any societal level.   
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More visible elements of the differences in financial wellbeing outcomes link to distinct socio-
economic disparities between the Indigenous and non-Indigenous population. These can reflect 
differences in various personal factors that drive financial wellbeing outcomes. For example, the 
Closing the Gap report highlights a number of disparities between Indigenous and non-Indigenous 
Australians linked to financial wellbeing outcomes – these include significant financial wellbeing 
drivers like education, employment, and health [202]. 

At the macro level the effects of colonialism persist as a component of the construction of many 
Australian social and legal institutions, and this remains as an issue for economic and social 
participation for many Indigenous Australians [203].  For example, government policies have tended 
to be paternalistic in their approach to Indigenous financial wellbeing without addressing the drivers 
of inequality. These paternalistic practices are at times linked to a wider ‘deficit discourse’ where 
Indigenous communities are constructed through their deficiencies [204]. Another dimension of this 
issue is the way that ‘vulnerability’ is constructed as a motivation for intervention, and used as a 
term that can result in disempowerment for those who are characterised as vulnerable [205]. 

Paternalistic policies remain a feature of attempts to address gaps in outcomes related to financial 
wellbeing, with the characterisation of Indigenous communities as dysfunctional driving the 
“intensive regulation of the Indigenous poor” [109]. The cashless welfare card highlights this 
dynamic in a striking way, with the card actively restricting the choices available to the recipient 
because they are deemed to be deficient at making appropriate financial decisions. The card 
positions recipients as flawed decision makers as opposed to disrupting structural barriers that push 
people into needing social assistance. This feeds into the problematic deficit discourse noted above.  

Historical abuse and discrimination towards Indigenous people mean that Indigenous Australians 
may have increased scepticism of government and organisations or institutions that have negatively 
impacted Indigenous people in the past. Importantly, these historically harmful power dynamics can 
be replicated in some of the areas that drive financial wellbeing outcomes; this represents an issue 
for gaining community participation with some government-led initiatives.  

Paternalistic approaches can frame Indigenous people as needing to be fixed or changed, and ignore 
the distinct cultural foundations which can drive some of the differences in attitudes and monetary 
decision-making. As we discuss in the full report, some of these differences in financial wellbeing 
outcomes between Indigenous and non-Indigenous Australians are tied to culturally different 
approaches to money [206]. For some Indigenous communities there is a more social approach to 
the sharing of resources, and this can mean that potential savings are shared with other members of 
the community, rather than being saved for a future period of time when the person might be in 
need [39]. To change the financial attitudes of these Indigenous Australians would in some ways 
thus be an imposition of non-Indigenous values about money, and in this way represent an act of 
colonial subjugation, where Indigenous views on the topic are not treated with sufficient respect. 
Given these views have an important element of building up community solidarity, changing these 
practices may also be harmful to communities. 

Supporting Indigenous financial wellbeing means identifying the continuing structural factors that 
drive negative financial wellbeing outcomes. As feedback from Indigenous communities has also 
highlighted, there needs to be a shift away from paternalistic approaches that repeat many of the 
issues present in Australia’s colonialist past, and a transition towards co-designed programs where 
Indigenous communities are in control. There also needs to be acknowledgement and efforts to 
address the structural disadvantages that Indigenous Australians face. These efforts also need to be 
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co-designed with input from Indigenous communities, so that they serve the interests of Indigenous 
Australians, based upon what they determine those interests to be [206]. 

 

Commentary on structures 

People are affected by different structures in different ways, and not all structural factors are 
relevant to everyone. Structural factors, like the state of the economy, can have a significant impact 
on the range of options and choices that are available to a person [190]. In turn, they can both 
support and constrain the behaviours that a person can undertake, and thus play a crucial role in a 
person’s financial wellbeing [31].  

When discussing the drivers of financial wellbeing, the relationship between structure and agency is 
commonly touched upon (for an extended discussion of these issues, refer to Appendix 2). Debates 
about the most effective policies to improve financial wellbeing highlight this disagreement, with 
some actions concentrating on addressing structural factors (e.g. addressing barriers to financial 
inclusion [59]), while others concentrate on changing behaviour (e.g. changing spending behaviour 
[207]) within the structures [115]. Structural factors are by their nature large, dealing with the wider 
structures around individuals. That makes them harder to address at an individual level, because 
while structures are malleable in principle, they require coordinated effort to change. Factors 
related to agency can be addressed more readily at the individual level, because they relate to how 
individuals make decisions, and can thus be influenced at the individual level. 

Structures arguably receive insufficient attention when trying to understand financial wellbeing. In 
the early stages of research and work on improving financial wellbeing, structural factors would at 
times be ‘acknowledged’ as important before conversations soon move to internal factors such as 
financial capability or access to products and services such as payday loans. This is reflected in the 
existence of regulations to control payday lenders and a National Financial Capability Strategy, but 
no national strategy, ‘North Star’ or ‘road map’ related to addressing structural barriers.  

It is important to recognise though that this is starting to shift. In the Australian context, there are 
organisations like Ecstra that explicitly recognise the importance of structural factors in shaping 
financial wellbeing outcomes [208]. Ecstra fund work that deals with structural issues, with support 
being provided to organisations like Global Sisters who are working to address some of the structural 
economic barriers women face in starting a business [208]. There are also organisations like 
Collaboration for Impact working explicitly with a systems approach to drive systems change in 
partnership with other organisations across a range of social issues [209]. Their calls for increased 
collaboration to create positive change are echoed in the findings at the end of this report [210]. 

 

Large-scale events, financial markets and other factors 
In addition to structural factors influencing financial wellbeing, large-scale events also have the 
potential to significantly impact a person’s financial wellbeing. They can disrupt business and 
employment relationships and dramatically affect the economy. People can lose savings when the 
stock market or housing prices are impacted, and they can lose future income through disruption to 
their employment. As we have discussed already, the pandemic is an event that has been a 
significant shock to the Australian economy, and one that has substantially impacted many 
households.  
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COVID-19 

The impact of the COVID-19 pandemic on the financial wellbeing of Australians has been complex. 
While everyone has been affected, not everyone has been affected equally, and different states 
have implemented differing levels of public safety-related economic restrictions. As our recent 
report on the impacts of COVID-19 on Australian financial wellbeing highlighted, the disruption 
caused to the economy by the pandemic has significantly affected the financial wellbeing of the 
Australian people [60]. The pandemic has applied pressure to Australian households in a variety of 
ways, with each of the areas mentioned above affected.  

The enforcement of public health directives has dramatically impacted employment throughout the 
economy, with significant reductions in hours worked in this year compared to last year [60]. This 
has caused an economic shock for many households, with a significant number of Australians having 
their income reduced by the pandemic. Coupled with the evidence that many Australian households 
were already in a precarious financial position prior to the pandemic [211], there are concerns about 
the longer-term impact that the crisis will have on those households. While eviction freezes were 
put in place, the reality is that many Australians are at risk of homelessness as a result of the 
pandemic [212]. 

While the effects of the pandemic have been felt throughout the economy, some groups have fared 
much worse than others. Much of the economic impact of the virus on households has been through 
losing employment, with disparities between groups that have had their employment affected. 
While the virus poses a greater health risk to older members of the community, younger Australians 
were more likely to have been significantly economically impacted by COVID-19 than older 
Australians [57]. 

Gender was also a significant factor in the economic impact of the pandemic, with young women 
more likely to lose employment than their male counterparts. Labour force participation declined by 
9.1% among young women, and by 7.9% among young men [57]. There is also a gender dimension to 
the impact of the pandemic on household labour, with school and daycare closures causing parents 
to increase their caring responsibilities during work hours [130]. Estimates from the US show that 
the gender gap in work hours increased among households where both parents were employed, 
with mothers reducing work time significantly more than fathers, especially for households with 
primary school-age or younger children [130].  

The Australian government’s policy response to the crisis has centred around stimulating the 
economy with a number of infrastructure building projects [201]. Commentators have noted that, 
while women were more impacted by the pandemic, these measures will disproportionately create 
jobs for men because of the gendered nature of the Australian labour market [57].  

The financial capabilities of many Australians have been tested through the decisions that they have 
had to make in order to adapt to their changed circumstances. Many Australians have had to 
interact with systems that they might not have previously been knowledgeable about, or they may 
have had to make complex financial decisions in a narrow timeframe that limited their ability to seek 
out assistance. One particularly noteworthy space where this kind of decision has had to be made is 
in relation to whether or not to access superannuation savings early [213]. Many households making 
this kind of decision were in a financially vulnerable position [213], and evidence from the US shows 
that those who were most financially vulnerable to the current crisis were likely to have lower levels 
of financial literacy [214].  

The pandemic has also intersected with issues related to financial inclusion. The changes and 
restrictions to how people can interact has significantly disrupted social structures like the education 
system, and also diminished the utility of some forms of social capital. With restricted in-person 
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contact, many interactions have rapidly transitioned to online and digital spaces [215], resulting in 
previous relationships being mediated through the lens of technological access. For those without 
access to adequate internet or a suitable platform to use to access online services, many resources 
have been rendered outside of their reach. Poorer rural communities can face lower rates of 
broadband and high-speed internet, as well as poor phone service connectivity, which can limit their 
ability to access financial technologies [161] – the usage of which has increased during the 
pandemic. 

With restrictions on leaving the home, people relying on in-person services have faced additional 
barriers to accessing services through the pandemic. As noted above, for disadvantaged households, 
a lack of access to in-person services can lead to financial exclusion, and so restrictions on travel may 
have increased their level of exclusion. Furthermore, many businesses made the decision to stop 
using cash payments as an option in their stores to reduce the risk of the transmission of the virus 
through the handling of money. This decision impacts the financial inclusion of unbanked members 
of the community, by restricting the places where they can pay with cash, and consequently, the 
places that they are able to shop.  

Other relationships that were based on in-person contact have been disrupted as well, with socially 
important organisations like sporting clubs closing for periods of the lockdown. In Victoria, 
significant disruption to in-person contact lasted longer than in other states, and there remain some 
restrictions on the types of activities that can be undertaken and the number of people who can be 
present at public and private spaces. The disruption for travellers around the country caused by 
lockdowns during the Christmas and New Year holiday period also demonstrated that the issue of 
lockdowns may continue for the foreseeable future. 

Some of the policy responses that were undertaken at the outset of the pandemic have supported 
the financial wellbeing of some of the most vulnerable households in the short and medium term. In 
particular, the increase to the rate of social security support lifted millions of Australians out of 
poverty for the duration of the payment increase. But these additional supports tapered off after the 
initial increase, resulting in a return to income poverty for millions of Australians. 

 

Global Financial Crisis 
The Global Financial Crisis dramatically impacted the global economy and triggered high levels of 
unemployment around the world. It has driven austerity politics in some countries, and has played a 
significant role in the restructuring of the global economy post-crisis. Some have argued that the 
crisis has been an important factor in driving increased rates of precarious employment in some 
countries. In countries like the United States, the crisis was linked to mortgage defaults and many 
people lost their homes. In the context of financial wellbeing this is significant, given the extent to 
which home ownership is one of the most valuable assets someone can have to support their 
financial wellbeing. 

The Global Financial Crisis had a strong negative impact on the financial wellbeing of many 
households around the world. Australia fared relatively well compared to other countries, but even 
so, the GFC resulted in a variety of negative effects on the financial wellbeing of a large number of 
Australians [124]. The long-term consequences of the GFC included significant lost earnings for 
people who entered the workforce during the crisis [216], as well as postponed retirement and a 
sharp decline in superannuation levels [217], and a deterioration in employment outcomes for 
young people since the crisis [218]. 

 



 

 
 
 

43 

Natural disasters 
Natural and man-made weather or climate-based events can significantly disrupt people’s lives and 
can result in substantial economic costs to both individuals and wider society [219]. In addition to 
the direct disruption that they cause, natural disasters can be traumatic and impact the emotional 
health of people, disrupting lives long after they occur. Australia faces a variety of risk factors related 
to natural disasters, and different segments of the population are exposed to different risks 
including drought, storm surges, floods, bushfires and tropical cyclones [125]. The disruption caused 
can be short- medium- and long-term, and thus the relationship between financial wellbeing and 
disasters is complex.   
Australia has a history of significant financial impact from natural disasters. In the short-term, 
natural disasters can disrupt a person’s life. At the milder end of the spectrum, a bushfire might 
require people to evacuate their property for an afternoon while the fire is brought under control. 
This could result in mild impact, like the loss of work for the afternoon, or it could result in a more 
severe impact, like property being damaged or a loss of crops. In instances of property damage, the 
person might not be insured, resulting in a significant loss of their assets. Even if they are insured, it 
can be a lengthy process to be reimbursed for their loss, in addition to being a traumatic experience. 
 

Government policies  
What are policies? 
There are competing approaches about how policy should be defined. In the context of government 
policies, or public policy, it usually understood as the ‘sum total of government action’ [58]. Simple 
definitions often define policy in relation to the total scope of government action, which means that 
ultimately public policy includes “anything government chooses to do or not to do” [220]. Some 
definitions are more complex, and are developed to understand the processes through which 
policies are made and remade. For those more complex definitions, factors like the goals of policy 
and the means through which they can be accomplished are also a part of the definition of what 
constitutes policy [221]. Public policy refers specifically to government; thus while what 
organisations and individuals do to shape policy matters, their influence on policy is distinct from the 
policies themselves [221]. 
 

Policies and financial wellbeing 
Public policy is important because it influences every aspect of our lives [58]. The widespread 
influence of public policy in our lives makes it a crucial factor in the overall financial wellbeing that 
people experience, and one that is not sufficiently discussed.  
The influence of public policy on financial wellbeing happens in both obvious and subtle ways. The 
influence of public policy can obviously be seen in the ways that it determines the laws that govern 
our economy, and thus sets the economic climate with which we engage in our day-to-day lives. 
More subtly, government policy can create and protect privilege for certain groups at the expense of 
others, and scholars who study public policy emphasise the importance of power in the creation of 
public policy [58].  
 
In the Australian context, a number of policies have a clear connection to financial wellbeing. Labour 
market regulation and the establishment of award rates play a crucial role in the structure of 
employment relations in this country [222]. The combination of the two sets expectations in terms 
of the hours employees work, and how much they are paid to do so [223]. They also set the 
minimum standards for entitlements like sick leave, and ensure that health and safety protections 
exist for workers. These all directly contribute to shaping the work life of the Australian population. 
 



 

 
 
 

44 

Public policy dictates the support that the government gives to disadvantaged groups and individuals 
in the wider economy. Because disadvantaged groups are also often those most vulnerable to 
experiencing financial hardship, the policy decisions that are made shape who experiences (or does 
not experience) financial hardship [34]. With many policies that specifically target marginalised and 
disadvantaged groups, there is also a question of which groups receive the support provided.  
 
Public policy plays a direct role in shaping outcomes related to many of the personal context factors 
that are associated with financial wellbeing. For example, policies that promote employment 
outcomes for women can reduce the impact that gender has in shaping financial wellbeing 
outcomes [224]. With significant gendered differences in caring responsibilities the provision of 
accessible low-cost childcare can improve financial wellbeing outcomes for women, by increasing 
their capacity to engage in the labour market [130]. In determining who is eligible for social security 
support, as well as the rate of social security support they are eligible for, public policy plays an 
important role in protecting many of the most vulnerable Australians from financial hardship [34]. 
For example, the decision to only include some groups in the support payments introduced at the 
beginning of the pandemic had a negative impact on the financial wellbeing of hundreds of 
thousands of vulnerable people [225]. 
 

Policies and financial capability, financial inclusion, personal context 
Public policy can play a crucial role in the financial inclusion and exclusion that people experience. In 
Australia, along with other stakeholders, the government has played an active role in improving the 
financial inclusion of Indigenous people through the support it has provided to programs that build 
financial inclusion [59]. Other policies have also been pursued, like the active role that has been 
taken to regulate payday lenders, when compared with other countries like Canada [59]. This 
provides a safer market for consumers in Australia, where they are at a lower risk of becoming 
overindebted and then experiencing financial exclusion. 
 
Other policies can have more subtle impacts on the financial wellbeing of the Australian population 
by affecting their financial inclusion. For example, decisions about the Australian broadband network 
impact internet speeds, and in some cases, limit capacity of isolated people to access the internet 
[34]. In turn, this can limit their ability to access certain financial products or services, and the online 
content that they might access – which has been linked to financial exclusion in other countries 
[161]. For example, poor internet connectivity can limit a person’s access to an online program 
aimed at improving financial literacy and confidence around financial decision-making; the person 
does not develop their financial capability because they cannot access the program.  
 
Public policy can also contribute to the financial capability of the population in a variety of ways. This 
can be through overt policies, like Australia’s creation of a National Financial Capability Strategy 
[152], and through more subtle things like choices about the structure of the national retirement 
system. In Australia, part of being financially capable and secure into the future requires an 
understanding of the superannuation system, and understanding how contributions relate to future 
retirement security. With a complicated superannuation system, there are some concerns that 
people can lack the financial literacy to make informed decisions about their superannuation [226]. 
A different system might not necessarily require the same technical knowledge and could thus 
potentially make being financially capable easier, in the sense that a person would need a lower 
amount of knowledge to be able to navigate their financial decisions. 
 
Other forms of policy can constrain the ways that people can use their financial capability, based 
upon specific personal factors. The recent ‘Robodebt’ policy that matched financial records from the 
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Australian Tax Office to Centrelink data resulted in some people having false debts created, and then 
having to deal with debt collection agencies, in some cases leading to a loss of money for people, 
many of whom were in low-income households [227]. Many individuals who were not familiar with 
debt collection processes were unsure of how to handle their debt notice, which resulted in debts 
that were falsely raised being paid [227].  
 

Commentary on policies 
The pandemic has been an important moment that has shed light on the significance of policy 
choices for supporting financial wellbeing. Many of the specific choices made during the pandemic 
have had direct and measurable consequences for the financial wellbeing of Australian households. 
At the same time, it has revealed the significance of existing policy choices and how those policies 
continue to influence financial wellbeing, either directly or indirectly. 
 
This means that the current moment highlights the importance of understanding how policies 
directly contribute to the structural conditions that either support or constrain financial wellbeing. 
When things are going well in the economy, the impact of structural conditions can be harder to 
identify. But in moments of crisis, the outcomes related to specific policy responses make visible the 
clear impact that policy has in shaping the structural conditions that people live within.  
 
Social security policy also has a strong connection to financial wellbeing. As discussed above, the 
rate of support provided to people on social security can directly affect the number of Australians 
living above or below the poverty line. When the rate of social security is inadequate, it can create 
additional barriers to improving financial wellbeing for a household by limiting their social 
participation [228]. Creating onerous or difficult application processes can also restrict access to 
social security, as individuals with lower human and social capital can find these processes harder to 
navigate [229]. Without adequate social security support, millions of Australians are at risk of either 
falling behind in meeting their expenses, or potentially having to live without access to housing or 
essential services. 
  



 

 
 
 

46 

A vignette to describe the complexity of factors that influences financial 
wellbeing: Meet Lin 
 
We present the following vignette in the context of COVID-19 to illustrate the complexity of micro-, 
meso- and macro-level relationships.  
 
Lin is a 36-year-old hospitality worker and a single parent living in Melbourne, Victoria with her 
9-year-old son. Each of those personal factors contributes to Lin’s overall experience of the 
pandemic, and each is linked to a decline in financial wellbeing since the onset of the pandemic.  
 
Lin has a very high level of financial capability. From a young age, her mother exposed her to 
financial concepts such as household budgeting, saving, expenditure and borrowing.  Early 
socialisation with money matters has meant that Lin knows the different avenues for securing 
financial support and all the rules that surround them. In other words, she is financially included and 
financially savvy. 
 
The hospitality sector has been one of the hardest-hit because of the lockdowns linked to the 
pandemic. While some financial support has been offered to hospitality venues, a large number have 
closed or significantly reduced their volume of work during the lockdown period. Let us imagine that 
the venue that Lin worked at was forced to close. Like many others in the hospitality sector, Lin was 
employed as a casual, and at the start of the pandemic had been working at her employer for nine 
months. Because Lin had worked as a casual employee for less than a year, she was not eligible for 
JobKeeper when the business closed down, and because of her ineligibility for JobKeeper, Lin lost 
her job and moved onto JobSeeker.  
 
In terms of immediate impact to her financial wellbeing, receiving the JobSeeker support payment 
meant that her initial support rate was lower than if she had instead received the JobKeeper 
payment. During the period of the second Victorian lockdown, the rate per fortnight for a parent 
receiving JobSeeker was $862 ($612 base rate, plus the $250 Coronavirus supplement), while the 
rate per fortnight for Tier 1 of JobKeeper was $1,200. Because Lin was ineligible as a casual for 
JobKeeper – the norm in her sector – she was $338 worse off per fortnight during the later stages of 
the second lockdown period (when those payment rates were in effect). 
 
A large number of households have seen a decrease in their incomes, and as a consequence have 
reduced their discretionary spending. This particularly impacts a sector like hospitality, which 
depends on revenue from discretionary expenditure, and although the lockdown has ended, it will 
take some time for employment in the sector to return to the levels seen prior to the pandemic. 
Lin’s job is one of the jobs that has not yet come back. That means that Lin has needed to look for 
employment in a new sector, and this is likely to impact her employment prospects.  
 
Being a primary caregiver also meant that for large periods of the pandemic Lin had to look after her 
son while schools in Victoria were closed. Because her son is 9 years old, he is too old for Lin to 
qualify for the Parenting Payment (the cut-off age for a single parent is 8). In Victoria, for large parts 
of the lockdown, only workers in permitted sectors were allowed to access childcare, so as an 
unemployed person, Lin was not able to access childcare during that time. This limited the scope of 
employment that Lin could apply for during the lockdown, and, she would have faced significant 
challenges around being able to work while her son needed to remain at home. Because women 
tend to be the primary caregivers for children in most households, these kinds of issues that limit 
employment opportunities have tended to impact women more than men. 
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While age can be a relevant factor when seeking employment – with both younger and older 
workers facing different challenges in accessing employment – these are normally small differences 
and not highly significant for employment outcomes. However, the recently announced JobMaker 
program makes Lin’s age directly relevant from a system and policy perspective. If Lin were 34 years 
old instead of 36, an employer that hired her would be eligible for a $100 per week subsidy to Lin’s 
wage, provided they met the rules for JobMaker Hiring Credit eligibility, and this subsidy would 
increase to $200 if she were 29 years old. In this case, her age makes her a less attractive employee 
to businesses that are eligible for the credit. This could lead to a longer period of unemployment for 
Lin, and negatively impact her financial wellbeing by limiting her capacity to increase her income.  
 
We can see that Lin’s financial wellbeing has been directly affected by the interaction of multiple 
micro-, meso- and macro-level factors. Even a small difference in her circumstances would have had 
very different effects on her financial wellbeing. Imagine if instead of working in the hospitality 
sector, that Lin had been working as a casual labourer. With a large injection of funding directly into 
the construction sector from the various economic stimulus measures announced through the 
second half of 2020, there are likely to be better short-term employment prospects in this sector. 
This means that Lin would have much better short-term financial wellbeing support; this is likely to 
feed into other outcomes down the line, as she would be able to replenish some of the savings she 
had to draw down on during the pandemic to meet the gap between her wage and the JobSeeker 
payment. 

12. Synthesis 
In this section we attempt to create an overarching, albeit simplified, map of the relationship 
between financial wellbeing and the concepts discussed in the sections above. We then use this map 
in the following section to illustrate how different programs and initiatives aim to improve financial 
wellbeing outcomes. To assist in this process, we also overlay Lin’s story onto a simplified map. Lin’s 
story helps to demonstrate the ways that subtle shifts in the different parts of the system interact, 
through the example of just one person. 
 
There are two basic mechanisms that exist for improving financial wellbeing based upon the 
influence of decision-making: you can make people better decision-makers, or you can make 
decisions easier. If you make people better decision-makers, they will be able to do more things with 
the resources that they have available to them. However, this may not be beneficial for people who 
are already maximising what they can do with the resources that they already have. The alternative 
is to make the decisions easier, and reduce the level of challenges that people face when making 
financial decisions. 
 

What are the mechanisms that link micro-, meso- and macro-level drivers to financial wellbeing?  

The primary way that the drivers influence financial wellbeing is by altering the ratio of income going 
into a household compared to the amount money going out through purchases and expenses (see 
Figure 1). As the example with Lin highlights, subtle shifts for a person at each level can have 
significant consequences for the money coming into and going out of their household. We map out 
some of these factors for Lin below (in Figure 2) to demonstrate the myriad of subtle differences for 
just one person. Each person would have a set of factors both enabling and constraining their 
financial wellbeing, with some being more or less important depending on their circumstances.  
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Figure 1 and Figure 2 provide a complementary way to think through the financial wellbeing system. 
Figure 1 provides the theoretical perspective, with the summary of the system for everyone, and 
Figure 2 demonstrates how this applies with a worked example. It is the complex experiences of 
people like Lin that highlight that there are a numerous meso- and macro-level drivers that can 
influence money going in and out of a household. For example, a decrease in interest rates provided 
by financial institutions (meso-level) reduces the amount of money leaving a household, which 
would help people service mortgage debts and meet their other expenses. For Lin, policy decisions 
around social security support services such as JobSeeker payments directly impacted her financial 
wellbeing. For other members of the community things like Aged Pension Payments and family 
assistance (macro-level) directly influence the level of income going into a household for those who 
are recipients of support.   

In some circumstances micro-, meso-, and macro-drivers could influence levels of financial stress and 
perceptions of control, without necessarily changing the ratio of money coming in versus going out 
of a household. For instance, upcoming policy change could directly produce (or allay) financial 
stress for relevant households. For example, reducing social protections against the risk that 
something goes wrong (through things like the reduction of government based healthcare support) 
can negatively impacts feelings of security, as individuals feel an increased sense of risk about if 
things do go wrong [33]. Likewise, the appearance of COVID-19 likely caused financial stress for 
businesses and individuals before the virus affected income levels. For Lin, she would have been 
stressed about her employment position before the business closed and she lost her employment. 
She would have also have potentially had her stress levels influenced by decisions around the 
accessibility of childcare – with it increasing or decreasing based upon whether she was able to 
access support. This highlights that people may also feel stress in anticipation of what may happen, 
even if their ability to meet their expenses has been relatively unaffected. An interesting point to 
note here is that financial stress is likely to have flow on effects, a point discussed further below. 
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Figure 1 Basic map of the concepts  

 
 
 

From a levers perspective, there are two basic mechanisms that exist for improving financial 
wellbeing: you can make people better decision-makers, or you can make decisions easier by 
reducing the challenges that people face. If you make people better decision-makers, they will be 
able to do more things with the resources that they have available to them. But this may not be 
beneficial for people who are already maximising what they can do with the resources that they 
already have. The alternative is to make the decisions easier, and reduce the level of challenges that 
people face when making financial decisions. For example, the decisions that people make in 
relation to the superannuation and retirement savings are quite complex, and significantly impact 
their future financial security. Some aspects of this are complex out of necessity (like offering 
different kinds of risk portfolios in relation to how a person’s money is invested), but others could be 
simplified (like the process to consolidate and combine multiple funds). Insights from areas of 
research like behavioural economics demonstrate that the people are more willing to do things that 
they find easier. Simplifying processes is one such way to nudge people towards taking a more active 
role in things like financial decision-making and retirement planning [230], which have important 
financial wellbeing implications. 
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As we highlight with the example of Lin, she is a financially capable individual, and is making the 
most out of the money that her income provides. Making her a better decision-maker would not 
shift her financial wellbeing. But making the decisions easier, by increasing the level of support she 
received, would help improve her situation. For some processes related to accessing social security 
support, complexity can make it hard for people to understand their eligibility for support, and can 
lead to people who are eligible not receiving support because they do not understand the system 
fully. Rather than requiring them to better understand the requirements, an alternative approach 
would make the eligibility requirements simpler to understand. For example, at the beginning of the 
pandemic eligibility requirements of various kinds for JobSeeker were waived (like the asset test) to 
help make it easier for people to identify if they were eligible [231].   

 

Complexity and reciprocation 
The relationships between micro-, meso- and macro-level factors are highly complex. The sections 
outlined above suggest a uni-directional relationship of factors related to financial wellbeing. This 
makes sense from an intervention perspective; there are multiple points to intervene with the 
purpose of improving financial wellbeing. These relationships are indicated by arrows moving from 
left to right in Figure 1 above However, the relationships between concepts are actually cyclic, 
reciprocating, bi-directional and/or compounding. In Figure 1, this is represented by a single large 
arrow going from right to left. Some examples are provided as follows: 
 

• What was perceived to be low financial capability among people in Australia (micro-level) 
prompted the establishment of a National Financial Capability Strategy (macro-level) with 
the purpose of improving financial capability, which is assumed to increase financial 
wellbeing (micro-level).  

• The experience of very low financial wellbeing (micro-level) creates a downward spiral of 
poverty [116], whereas wealth creates further wealth (micro-level). This feedback loop 
enhances the structural divide between the haves and the have nots (macro-level). 

• Some individuals’ reliance on predatory lenders to meet expenses (micro-level) has 
prompted government regulation of this sector (macro-level) [59] as well as the emergence 
of organisations providing alternative loan systems (meso-level) [176]. These actions are 
designed to improve financial inclusion and financial wellbeing as a result [232]. 

• Individual household decisions about the division of labour within the household (micro-
level), especially in relation to caregiving arrangements, can translate into (macro-level) 
trends that result in a gender pay gap [130]. But these decisions are also influenced by the 
lower wages that women are often earning in their household already, because of various 
features related to the labour market (macro-level). 

The influence of meso- and macro-level factors on financial wellbeing depends on personal 
context. 
Meso- and macro-level factors can influence financial wellbeing via financial inclusion and financial 
capability, or by directly altering the funds going in and out of a household. However, the relative 
influence of meso- and macro-level factors on financial wellbeing heavily depends on personal 
context. Some examples are: 

• There is a racialised dimension to the placement of banking services in the United States, 
which means that Black and Hispanic neighbourhoods are faced with a different set of 
financial providers, including more high-cost lending options [93] 

• The financial ramifications of COVID-19 are greater for women [57] and those working in 
certain industries (e.g. service sector, entertainment sectors) [42] 

• Increasing rates of employer superannuation contributions will be of greater financial 
benefit to those with higher incomes [233] 
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• The gendered implications of the economic stimulus package will help men more than 
women because of the gendered structure of the labour market in Australia [57] 

• There are gendered differences in superannuation levels among older cohorts where men 
have spent more time in the labour force than women, for couples that have separated it 
can mean that older women face increased risk of poverty in retirement [234] 

• Changes to the rate of social security most directly impact low income households [104] 

The mechanisms that link financial capability and inclusion with financial wellbeing 

As shown in Figure 1, there are actually two ways that financial capability and financial inclusion can 
arguably influence financial wellbeing (positively or negatively). The primary mechanism is by 
altering the amount of income going into a household and/or the amount money going out through 
purchases and expenses. A secondary mechanism is by boosting perceptions of control and/or 
enabling people to feel more secure about their future.  

From a financial capability perspective, an individual may not have good money management skills, 
and this could lead to overspending (behaviour). The consequence is money leaving the household 
that could have been used for reducing debt, increasing savings, or paying expenses. The same 
individual may have little confidence (an attitude) with money and be worried about their financial 
future (feeling financially secure) as either a cause of or a result of those money management skills. 
One goal of financial capability interventions is to address these issues. In this example, exposure to 
the intervention could help the person control their spending, which would reduce the amount of 
money leaving the household, making more available to meet expenses. In theory the individual 
would feel more in control of their finances and less worried because: 

1. they had more money available to meet their expenses with some left over, and/or  
2. training helped to build their confidence with money and a more positive attitude towards 

their financial situation.  

From a financial inclusion perspective, an individual could be assisted through a no-interest or low-
interest loan, which increases the money going into the household (temporarily), and decreases the 
amount of money leaving the household through what would otherwise have been a high-interest 
loan. This enables an individual to pay debt or meet their expenses, at least in the short term. This 
process would theoretically reduce stress about money and boost people’s perceptions of control 
over their finances. Note that in this scenario, the effect of financial inclusion on financial wellbeing 
is only via funds moving in and out of the household. This contrasts with a financial capability 
approach that can theoretically boost perceptions of control and security without necessarily 
influencing cashflows.
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13. Implications 
 
Figure 1 illustrates a basic understanding of the factors that influence financial wellbeing. This is 
not novel information; it represents an approximation or adaptation from what is ‘known’ from 
existing financial wellbeing research. This report has simply presented findings from different 
areas in one place. Building a full map of the system that is empirically grounded requires 
further work, which will be conducted in the future. This section is a critique and discussion of 
the existing models, and the different issues that they are linked to, especially the issues of 
structure and agency. The issues discussed feed into why a systems approach is one that will 
help improve the work being undertaken across the sector, and help explain why such a 
development is necessary. 

Structure and agency 

In sociology and wider social theory there is widespread debate over whether structure or 
agency is more important in understanding human freedom and the choices that people make. 
These debates play out over the different interventions designed to improve financial wellbeing, 
as well as the various concepts used to interpret financial wellbeing. At the risk of over-
simplification, Figure 1 suggests there are two types of factors that can influence financial 
wellbeing – structures and the individual, through their own agency. Put another way, there are 
factors which are within an individual’s control and those which are not.  

Macro-level factors are clearly beyond the scope of individuals to control — yet they have a 
direct influence on individual financial wellbeing. At the same time, personal context and 
personal choices can also impact an individual’s financial wellbeing. Some of these are factors 
that people have full control over, while for others, they may only have a degree of control. 
Improving financial wellbeing requires addressing both those factors that are beyond the control 
of any one individual, and also helping people with the factors that they can control. 

The diagram in Figure 1 shows the extent to which people are limited in what they can control, 
and are affected by the structures around them. They only have control over one portion of the 
figure, whereas the structural elements impact upon them. For example, earlier in the report, 
we discussed the significant role that government policies play in shaping the financial wellbeing 
of the Australian population. Basic policy choices, like the level of support offered by various 
government payments and allowances, determine the level of income for many Australian 
households. Successful interventions into the financial wellbeing space are both constrained and 
supported by these various macro-level factors. These are factors that are outside of an 
individual’s control, that is, they are factors that are outside of their agency. 

Complexity and systems 
Although we have discussed the reciprocal and compounding relationships between financial 
wellbeing and the major factors that affect it, our model still does not do justice to the 
complexity of the system. For example, our model does not fully consider:  

• All of the macro-level, meso-level and personal context factors that can influence 
financial wellbeing 

• the relationships between macro-level, between meso-level and between personal 
context (micro-level) factors 

• how macro-level factors influence meso-level factors and vice versa 

• the multitude of feedback loops between elements of the model. 
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Building a stronger understanding of the connections across these different areas remains a 
significant gap within the financial wellbeing literature. Systems analysis is a complex process 
that leverages work at the meta level. However, it is an important process for the social purpose 
sector to complete because it identifies the leverage points for systems change [71, 235], 
highlights potential unintended or perverse consequences of particular actions [236], and 
provides the foundation for a coordinated set of responses. Without such an understanding and 
a sound evidence base, the sector will not have the information it needs to create genuine social 
change. 

One way to start the systems analysis process is to understand and map how those experiencing 
financial hardship experience the system and contrast this against how meso- and macro-level 
actors construct the problem. In section 8, we describe how the social purpose sector and those 
experiencing hardship could participate in this process. 

Meso-level responses 
Assumptions 
The three example responses we discussed above (NCFS, FIAP, and NAB Assist) place substantial 
weight on creating social change (explicitly or implicitly) through the flow-on effects of 
improving financial wellbeing for individuals. More generally, for macro-level change to 
materialise via pathways like this, the following conditions (and many others not listed here) 
need to be met:  

• There needs to be evidence that any given response does lead to an increase in financial 
wellbeing, and not just in the short-term. This is important with respect to creating the 
desired effect, but also to help in the accumulation of resources needed to scale up. 

• Assuming the intervention is effective, a substantial number of individuals need to be 
exposed to it, in order to produce macro-level change. 

• The benefits of any intervention are not ’cancelled out’ by other factors. 

• There is funding to support initiatives, both in their current form and as they look to 
scale up. 

Unfortunately, the evidence for what works to improve financial wellbeing is sparse at best. This 
is not because different approaches do not work, rather it is because the question of what works 
is not well answered. A major reason for this is insufficient funding to undertake rigorous 
evaluation [237] over a long enough time period for a change in financial wellbeing to 
materialise.  

Should there be a greater focus on the macro level? 
Excepting the NFCS’s aim to influence education policy, there is limited focus on directly 
influencing macro-level factors in our three examples. This is not to say that there are no 
responses in Australia that try to achieve this; for example, there are organisations like the 
Australian Council of Social Services which aim to directly influence policy through public 
advocacy and directly lobbying key stakeholders. However, the example responses that we have 
discussed will take a significant period of time to shift beyond the specific space that they 
operate in and create wider social change. This means that groups who are more adversely 
affected by macro-level factors will likely continue to experience financial hardship for some 
time to come. Therefore, it may be useful to identify different ways of directly influencing 
macro- and meso-level factors that would supplement these approaches.  

The need to coordinate the sector. 
This report presented just three initiatives, which were discussed in the context of how different 
they were in how they sought to improve financial wellbeing. The diversity in these initiatives’ 
approaches highlights just how complex the space is, and how subtle differences in approach 
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translate into entirely different actions to improve financial wellbeing. This immediately raises 
the question: how many other meso-level organisations are aiming to promote financial 
wellbeing? What are their intended mechanisms? While we have argued throughout this report 
that there is a need for a more systems-oriented approach to financial wellbeing across those 
working in the space, there are some that are starting to make that shift, and others which are 
already use a systems approach. But it is an open question how many are doing that kind of 
work right now, and how they might be better coordinated. 
 
This report has discussed approximately 75 different relationships or combinations of factors 
that influence financial wellbeing. This could arguably represent the need for 75 different 
responses. Clearly, no single organisation can be expected to address all factors. Instead, social 
purpose organisations leverage their strengths to enact their purpose. However, if there is 
relatively little focus on the factors that matter the most and too much focus on factors that 
have limited impact on financial wellbeing, then change may take a long time to occur. A strong 
understanding of the financial wellbeing system and effective coordination is needed to identify 
the levers that drive financial wellbeing outcomes. 
 
Unfortunately, there is limited coordination within the sector, excepting the NFCS, and only in 
financial capability (an agency approach). There is no formalised coordination among 
organisations looking to address structural barriers, although leaders like Ecstra and ACOSS are 
working to address these issues. This is an important gap, because without coordination there is 
a risk of duplication, inefficiency, or even interventions that are unknowingly working against 
each other.5 The social purpose sector would benefit from a North Star and/or road map to 
change. It would also benefit from a more public discussion about the need for coordination to 
change the role played by structural drivers of financial wellbeing. 

What is the role of the general public? 
Each of the responses is targeted at people who are disadvantaged in some way. Again, the 
NFCS is an exception because it looks to promote financial capability for everyone, not just those 
with low financial wellbeing. This focus on disadvantaged people gives rise to the question: 
What is the role of the general population in shaping responses to the issue of financial hardship 
and disparities in financial wellbeing? This is an important question, because individuals and 
their own beliefs about structure and agency influence which political parties are in power and 
how those parties behave. At the broadest level, the general population’s attitude towards 
financial hardship (a macro-level factor) ranges anywhere from “financial hardship is created by 
societal factors and is therefore a government issue to address” (a structural perspective) to 
“financial hardship is the result of individual deficiencies and is the responsibility of the 
individual to address” (an agency perspective – micro-level) [238]. Understanding the nexus of 
structural and agency, attitudes, politics and political decision-making is therefore vital in 
developing effective responses. 
  
Summary 
This report has highlighted six main points for consideration by the social purpose sector: 

1. Social structures and individual agency are both important for improving financial 

wellbeing. However, it is the relationship between the two that is especially critical in 

disrupting the system. 

 
5 At the time of writing Treasury were undertaking a stock take of financial capability initiatives 
across Australia. 
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2. There is currently a very limited understanding of the financial wellbeing system and its 

complexity. Until we can map and understand that system, the sector will be under-

resourced in designing and implementing interventions. 

3. Across the example responses and perhaps the sector more broadly, there is a focus on 

creating measurable change at the population level by influencing more and more 

individuals. This approach carries many assumptions. 

4. Likewise, there appear to be limited interventions focused on macro-level factors in our 

examples, and this may also be the case across the sector. Put another way, the sector’s 

efforts appear most focused on individuals (often in relation to their agency).  

5. The evidence on what works to improve financial wellbeing is inadequate. Without this 
evidence the sector is further disadvantaged. 

6. No single organisation can be expected to address all the factors. However, effective 

coordination of activities may help to create a unified approach that would drive 

change. Unfortunately, there is currently no systematic and comprehensive 

coordination among the multitude of social purpose organisations working to improve 

financial wellbeing. 

The penultimate section of this report describes how CSI is working across some of these areas 
and where it aims to assist the social purpose sector. 

14. Next steps 

Throughout this report we have argued that the complexity of improving financial wellbeing is 
often understated. There is no single program or ‘silver bullet’ to magically change financial 
wellbeing outcomes across the entire population. Instead, there are a complex set of connected 
factors that need to be addressed together to improve the systems that drive financial 
wellbeing. To help make this argument, we have provided an in-depth discussion of the 
structural factors that both drive and are associated with financial wellbeing, and we have used 
these structural factors as a starting point to discuss the complex relationships that underpin 
financial wellbeing outcomes.  

We have discussed the current literature on financial wellbeing, and our discussion 
demonstrates how the current literature provides a clear identification of most of the factors 
associated with financial wellbeing. The next phase in financial wellbeing research is developing 
a more nuanced understanding of how the different factors that influence financial wellbeing 
are connected to each other. However, because the current research on financial wellbeing 
often lacks a systems perspective, it is hard to compare the importance of each factor associated 
with financial wellbeing. This is why we have argued throughout the report for the adoption of a 
systems perspective, which can allow for greater ease of comparison across the various levers 
we can use to improve financial wellbeing. In turn, building up a detailed understanding of the 
linkages and relative strengths between drivers of financial wellbeing can enable more effective 
interventions.  

Above we provide a theoretical model of the current financial wellbeing environment in the 
Australian context. It is a significant first step towards adopting a systems approach to financial 
wellbeing, but there is more to be done. An important component still to be done is the 
empirical mapping of the financial wellbeing environment in Australia. Systems thinking 
approaches highlight that we need to include the lived experience of people as a component of 
how we understand systems, because our theoretical understanding of the issues can often miss 
important issues that people encounter in the real world.  
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Based upon our findings in the main report, we suggest key changes in the financial wellbeing 
space moving forward: 

• It is time to expand the scope of the levers we use to improve financial wellbeing, to 
include the structural drivers of financial wellbeing outcomes. 

• Addressing structural drivers requires increased coordination among the stakeholders in 
the financial wellbeing space; no one actor can create systems change alone. 

• We need to better evaluate how the different levers are connected to each other and 
can therefore be used together as part of a suite of measures to improve financial 
wellbeing. 

CSI is committed to working on each of these factors, with work being undertaken across three 
areas moving forward: 

1. Building up the evidence base on what works to promote financial wellbeing 
2. Improving coordination across the financial wellbeing sector 
3. Mapping the financial wellbeing system. 

These three steps each combine to help give us a blueprint for systems change. The first step 
ensures that we are maximising the resources we dedicate to improving financial wellbeing, by 
helping to make clear which interventions are most effective. The second step ensures that we 
build the capacity to drive system-level change – coordination is needed because no one actor 
can change the system on their own. The third step will help to develop a detailed picture of 
how the different drivers of financial wellbeing fit together. By mapping the system, we will 
have a much stronger foundation to guide the interventions being made into the system, and 
we will be able to concentrate on the most effective levers for change. 

The next stage of our Amplify Financial Wellbeing Insights work explicitly evaluates the impact of 
different programs on financial wellbeing. As discussed in the programs section above, financial 
wellbeing programs can operate using different logics, thus targeting different factors that are 
associated with financial wellbeing outcomes. Distinguishing between these different logics and 
understanding the effectiveness of different types of interventions is necessary for improving 
financial wellbeing outcomes.  

15. Call to action. 

In writing this report we are asking the social purpose sector to lift its gaze above individual or 
agent-based drivers of financial wellbeing to embrace the complexity of the system, and to work 
together to create macro-level change. It is easy to acknowledge complexity but then continue 
to focus on drivers that centre on the individual. Unfortunately, we have been doing this for a 
long time and without significant change in financial wellbeing. We believe there is no better 
time to do this, given that most Australians are being affected by a large-scale macro-level factor 
(the pandemic). For organisations already focusing on system-level barriers, we hope you will 
act as champions and the sector will undoubtedly look to you for guidance in the future. 

This report is a call to reorient the way we are approaching financial wellbeing across the wider 
Australian population. While financial wellbeing is complex, there are levers that can be pulled 
to improve financial wellbeing today. To select the right levers, we need to rethink how we 
approach financial wellbeing. We encourage those aiming to enhance financial wellbeing to 
think about the structural changes that they can be involved in to help drive improved financial 
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wellbeing among the Australian population. There are leaders across the social purpose sector 
already adopting a systems perspective, and striving towards systems change. We need to 
amplify those efforts and work together in ways that build up collective pressure for change. 

We are also asking for the sector’s help in achieving our goal to map the financial wellbeing 
system. We recognise that what we are asking is difficult, but we cannot do it alone. If you are 
interested or just want to stay abreast of our activities, we ask that you sign up to our mailing 
list, and we will get in contact with you again soon. 
 
We also invite people to share their comments on the report with us. We are particularly 
interested in the successes you’ve had in creating systems change, even if it is just steps in the 
right direction. Which drivers of financial wellbeing do you deal with most directly in your work? 
Which levers do you have the most capacity to influence? What are your next steps?  

16. Conclusion. 

In this report we have argued that to reduce disparities in financial wellbeing, the social purpose 
sector must assist individuals as well as addressing the structural barriers that hold people back. 
To do this, we need to use systems thinking to engage with the complexity in the financial 
wellbeing ecosystem, and help identify the best levers for change.  

We know there is a multitude of organisations aiming to improve financial wellbeing in diverse 
ways. In Australia there is a lack of coordination outside of the financial capability area. This is 
important because not all organisations in the social purpose sector can be expected to do 
everything; rather, organisations should work to their strengths. If coordinated appropriately, 
the sector can address structural barriers, understand what other organisations are doing, 
identify and fill gaps, and complement each other’s work. Coordinating the sector would create 
the foundation for collaboration towards a shared goal of reducing disparities in financial 
wellbeing. 

This piece of work is about changing the way we think about financial wellbeing, to move away 
from an individualised approach, and towards a systems-based one. Making this shift opens up a 
range of different levers which have previously been underexplored as options to improve 
financial wellbeing. Systems-level change can be harder to accomplish, but the results can be 
worth the additional effort. Systems-level changes offer the opportunity to have widespread 
impact, driving improvements in financial wellbeing for the wider population, as opposed to 
more individually oriented solutions which only impact the individuals engaged in the specific 
program.  
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17. Appendices 
 

Appendix 1: The Capability Approach 

There are competing traditions related to conceptualising human agency, reflecting competing 
perspectives on the relationship between human agency and personal context. In turn, these 
various perspectives influence the extent to which different factors are considered significant 
for understanding financial wellbeing. It is important to understand the basic foundations of 
these competing perspectives because they heavily inform the theoretical foundations through 
which programs and interventions related to financial wellbeing can be understood.  

In basic terms, theories of human agency can be broken up into accounts that emphasise 
internal or external factors [190]. While many accounts include both aspects, they tend to 
emphasise the significance of one over the other. These translate into models of human agency 
that either concentrate on the internal workings of a person, or on the external material and 
structural conditions that influence that person [190]. Orthodox economic approaches like 
rational choice theory tend to favour internal accounts, and deal with what motivates and 
influences the decision-making processes that people go through [239]. Materialist and 
structuralist accounts instead concentrate on how structures and access to resources can 
significantly influence the choices that people make [240]. 

Theories of human agency modelled on rational choice theory were an early component of work 
on consumer choice and later became a key feature of work associated with financial literacy 
[73]. Rational choice theory is particularly prominent in behavioural economics, an area which 
has influenced the research linked to financial literacy. Insights from behavioural economics 
have increasingly demonstrated that consumers do not tend to behave in ways that align with a 
rational choice model, and more nuanced models have started to be developed related to 
bounded rationality [73]. Even with these newer modifications and qualifications, rational choice 
theory continues to be highly influential in the financial wellbeing space through the role it plays 
in understanding financial decision-making, and in the influence it has on conceptualising 
financial capability [31]. 

More recently, work from the capability approach has been used to critique rational choice 
models of human agency [241], and it is becoming a popular framework to understand human 
agency and wellbeing, especially in relation to poverty [242]. Through that work on poverty 
alleviation the capability approach has become influential in social work, and subsequently it has 
been drawn upon by those in the social work tradition who engage with financial wellbeing 
[172]. In particular, it has been used to highlight the significance of structural factors as crucial 
to understanding financial wellbeing and financial capability [115]. 

The capability approach is an approach to human agency where the central question is what is a 
person plausibly able to do or be [90]. Rather than just concentrating on their rights as a way to 
understand how free a person is, the capability approach extends beyond this and encourages 
us to consider the wider factors around a person that actually influence the choices they make 
and the options that are available to them. For example, in the framework of human agency 
proposed by the capability approach, we should seriously consider the financial resources a 
person has access to when we evaluate the options available to them. If they lack sufficient 
money to do something, then they are not actually free to do it, even if they might be legally 
permitted to do so. 

Over the last four decades, the development of the Capability Approach to human development 
has drawn on these ideas to help to highlight the complex and multidimensional factors that 
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influence wellbeing [90, 242, 243]. These insights from the Capability Approach have been 
applied to argue that we need a more complex model of financial wellbeing [61, 172]; a model 
that takes a deep account of personal context and the structural conditions that people exist in 
[150]. In the Capability Approach, these structural conditions can lead to a variety of constraints 
on choices for people, and through them, people can have the range of options available to 
them restricted [190].  

Through the lens of the Capability Approach, the significance of the personal factors unique to 
each person becomes highly visible, as each element of our personal context can translate into 
different constraints or enablers of our financial wellbeing. Instead of asking how should people 
go about making choices, we might instead ask how do people actually make choices? This can 
contrast with the rational choice model, where the personal context is treated as less significant, 
and not taken to directly influence how a person might perceive the options available to them. 
In rational choice models, the central factors influencing choices are those that are located 
within the person; things like the knowledge that they have and the biases that might directly 
influence how they make decisions. According to these models, people will make rational 
choices as long as we help them overcome the internal challenges that they face, such as having 
a sufficient level of knowledge or their internal biases. 
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Appendix 2: Structure and Agency 
 
Structures operate outside of an individual’s control and can influence their financial wellbeing 
directly or via the meso level. For example, governments can directly influence an individual’s 
financial wellbeing through the of provision of social support systems (e.g. JobSeeker). The social 
structure of capitalism influences how organisations operate (e.g. profit-driven), which can 
influence an individual’s financial wellbeing negatively (e.g. the activities of payday lenders) or 
positively (e.g. growing wealth for the already wealthy). 
 
It is not known whether structures or an individual’s agency have the greatest impact on 
financial wellbeing. While it is tempting to suggest that structures are the most influential, we 
know that people exhibit resilience to financial shocks [47]. We also know that some people 
with limited economic resources have high levels of financial capability, which assists them to be 
in control of their finances and meet their expenses [244]. As Prendergast [244] states: 
 

It should be kept in mind that, while on average a group may perform relatively poorly 
on a particular behaviour this does not mean all members of the subgroup perform 
poorly on that behaviour. For example, as a group those renting their home perform 
less well than others on financial control; nevertheless, slightly more than one in ten 
people in this situation have scores that place them in the top 20% of the population 
on this. 

 
In this sense, an approach that focuses on reducing the effects of damaging structures may draw 
too much on a deficit model, rather than a strengths-based model which is often preferred, 
especially for working with Indigenous communities [204]. On the other hand, there are many 
factors that are genuinely outside of an individual’s control, where even the highest level of 
financial capability will not prevent a decline in financial wellbeing. The effect of COVID-19 on 
the economy and the employment market is a pertinent example.  
 
Although there can be arguments posed for the relative importance of structure and agency, the 
two are inextricably linked. Social structures are simultaneously created by individuals while also 
constraining (and enabling) their behaviour. Until there is evidence to the contrary it is therefore 
assumed that structure and agency are both important in influencing financial wellbeing, and 
that the relationship between the structure and agency should be at the forefront of 
intervention design. 

- Structures are the only reason that context factors, such as one’s gender, matter for 
financial wellbeing, since they are the mechanism through which those context factors 
have an impact. 

- Structure and agency are inextricably linked. While it may not be possible for a single 
initiative to tackle structure and agency, different actions all touch on them both to 
varying degrees. 

 
Ultimately, improving financial wellbeing requires an approach that incorporates both structural 
elements and agency-focused elements. People need help with the things that are beyond their 
control, and they need support to improve the things that are within their control.   
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