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health—the conditions in which people live, work, and play 
that affect access to resources—contribute to health inequal-
ities (Commission on Social Determinants of Health., 
2008). Financial capability is one of the social determinants 
that could affect health through many pathways and mecha-
nisms. Financial capability, the combination of the ability 
to act and the opportunity to act (Sherraden, 2013), could 
be related to multiple health-related risk and protective fac-
tors. For instance, through greater access to financial ser-
vices and products and improved financial knowledge and 
skills, individuals can optimize their financial behavior. 
With higher levels of financial capability, individuals may 
be better equipped to manage financial stress, avoid material 
hardships, gain access to medical care, and increase healthy 
behaviors, such as affording gym memberships and fresh 
vegetables and fruits.

Why do we care about the relationship between finan-
cial capability and health? Shouldn’t income and wealth be 
enough when considering the effect of financial resources 
on health? First, financial capability offers a multidimen-
sional and potentially comprehensive intervention that can 
address social disadvantages. As Braverman et al. (2011) 
point out, multifaceted social interventions can operate 
simultaneously to address social disadvantages and health 

Introduction

Financial resources are essential to maintain health and 
well-being in individuals and households (Adler & Stew-
art, 2010; Link & Phlean, 1995; Sun et al., 2021; Williams 
& Collins 1995). Financial capability is receiving growing 
attention by both policymakers and social work practitio-
ners as a viable area of intervention to increase financial 
resources, as well as reduce poverty and inequality (Fong et 
al., 2017; M.S. Sherraden et al., 2013). However, its health 
consequences are understudied. Social determinants of 
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inequalities. To elaborate, improving people’s financial 
capability is actionable, practical, and modifiable in ways 
that may reduce poverty and inequality in society. Second, 
the relationship between financial capability and health 
could inform financial capability policy design and imple-
mentation to better secure people’s well-being.

To the authors’ knowledge, the theoretical argument that 
financial capability is a social determinant of health has yet 
to be established. Further, there is a paucity of research that 
has empirically investigated the relationship between finan-
cial capability and health, independent of commonly studied 
social determinants such as race, gender, income, education, 
and employment.

This paper combines three U.S. national surveys in the 
RAND American Life Panel to investigate the relation-
ship between financial capability and its health outcomes 
four years later in the general U.S. population. This paper 
advances current research by (a) discussing theories and 
conceptualizations that bridge financial capability and 
health, (b) isolating the effects of financial capability on 
health independent of income and other SEP indicators, 
and (c) empirically assessing the longitudinal relationship 
between financial capability and health. Below, we first con-
ceptualize financial capability using the capability theory, 
then review empirical evidence on financial capability and 
health. To establish the theoretical link between financial 
capability and health, we position financial capability as a 
social determinant of health using the theory of fundamental 
causes and intersectionality. Next, we present the research 
aims and hypotheses of the present study.

Literature Review

Conceptualizing Financial Capability

Capability theory emphasizes that people’s combined capa-
bilities are composed of both internal capabilities and 
external conditions(Nussbaum, 2001, 2011; Sen, 1987). 
The capability approach looks beyond an individualistic 
sense of well-being and focuses on “the real opportunities 
you have regarding the life you may lead” (Sen, 1987, p. 
36). According to capability theory, people with enhanced 
knowledge and skills and access to social institutions and 
their external environment can take advantage of the oppor-
tunities that they have, maximize life chances, and build 
secure and fruitful lives (Nussbaum, 2002; Robeyns, 2005; 
Sen, 1993).

In this vein, financial capability has been defined as the 
interaction of people’s ability to act (knowledge and skills) 
and opportunity to act (financial inclusion in services, prod-
ucts, and policies) to improve financial well-being (Johnson 

& M.S. Sherraden, 2007). Financial capability is a person-
in-environment approach that takes into account individual 
ability, and also what is possible, including access to safe 
and affordable financial products and services, and poli-
cies that offer financial access and build assets (Kondrat, 
2002; M.S. Sherraden et al., 2018). In the financial capa-
bility framework, social and economic structures generate 
financial socialization and education opportunities, as well 
as financial policies, services, and products.

Equipped with financial knowledge and skills, and greater 
access to financial services and products, people with higher 
levels of financial capability have a wide range of positive 
outcomes. We propose a comprehensive approach to mea-
sure financial capability with latent constructs that include 
financial literacy (both objective and subjective) and finan-
cial access. In this paper, we extend the financial capabil-
ity framework and look beyond the financial outcomes of 
financial capability to focus on health and well-being.

Empirical Evidence on Financial Capability and 
Health

Empirical studies that examine the relationship between 
financial capability and health have focused on individual 
knowledge and behavior. For example, one study conducted 
in Britain documented that financial capability—concep-
tualized as people’s abilities to make ends meet and their 
money management—has significant and substantial effects 
on psychological health beyond those associated with 
income and material well-being (Bennett et al., 2012; Tay-
lor et al., 2011) examined the relationship between health 
literacy and financial literacy with respect to health-promot-
ing behaviors and health status in older persons. Bennett et 
al. found that financial literacy is more strongly associated 
with mental health than health literacy. Meyer (2017) sug-
gested that financial literacy should be included in patients’ 
healthcare decision-making and behavior. A recent study 
finds that financial health, conceptualized as spending, 
saving, borrowing, and planning, is associated with self-
rated physical health and depressive symptoms (Weida et 
al., 2020). These studies focus on the relationship between 
individual financial literacy and financial behaviors and 
health. Another study found individual level financial fac-
tors (e.g., having a household budget, carrying a credit card 
balance) were associated with being unable to visit a doc-
tor and medication nonadherence due to cost (Allmark & 
Machaczek, 2015; Mitchell, 2020) discussed the relation-
ship between financial capability and disability and health 
from the perspective of the capability approach to welfare 
and justice. The authors conclude that the current approach 
to financial capability over-emphasizes individual factors 
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and recommend more attention be given to social and envi-
ronmental factors at various levels.

Regarding financial capability at the structural level, a 
growing body of research regarding financial inclusion 
and health has been emerging. Using data from the Health 
and Retirement Study, one study found that bank account 
ownership is associated with better mental health, but not 
physical health among older Hispanics in the United States 
(Aguila et al., 2016). Singh and colleagues (2019) ascer-
tained that ownership of a bank account is associated with 
improved reproductive and maternal health services utili-
zation and behavior in India. A study in Ghana found that 
financial inclusion is positively associated with self-rated 
health and negatively associated with psychological distress 
among older adults (Gyasi & Adam, 2020). Another study 
found that financial inclusion results in improved mental 
health of household heads in Nigeria (Ajefu et al., 2020).

Overall, the current state of research on the relationship 
between financial capability and health has three gaps. First, 
empirical studies generally lack theoretical discussion on 
the conceptual link between financial capability and health. 
Second, studies on financial capability pay more attention 
to individual ability than structural factors, such as financial 
access and financial inclusion. Third, researchers seldom 
take both individual factors (financial literacy) and struc-
tural factors (financial access) into account when measuring 
financial capability. The present study adds to this body of 
empirical evidence with a national U.S. sample, as well as 
a multidimensional measurement of financial capability. In 
the paragraphs below, we specify the social determinants of 
health framework, discuss the theory of fundamental causes 
and the intersectionality theory, and propose a conceptual 
model for the present study.

Theoretical Framework

Social Determinants of Health

Health, as defined by the World Health Organization 
(WHO), is “a state of complete physical, mental and social 
well-being and not merely the absence of disease or infir-
mity” (WHO, n.d., para.1). The WHO’s Commission on 
Social Determinants of Health (CSDH) defines social 
determinants of health as “the conditions in which people 
are born, grow, live, work and age” and “the fundamental 
drivers of these conditions’’ (CSDH, 2008, p.26). Upstream 
social determinants refer to the macro factors—such as eco-
nomic resources, education, and racial discrimination—that 
fundamentally shape the downstream determinants, such as 
medical care, health-related knowledge, attitudes, beliefs, 
and behaviors (Braveman et al., 2011). Policymakers and 

academics have put increasing emphasis on understanding 
and addressing the fundamental causes, or upstream factors, 
of health inequities (Braveman et al., 2011). However, social 
determinants are complex and conceptual clarity should be 
established to inform interventions.

Theory of Fundamental Causes

According to the theory of fundamental causes, Link and 
Phelan (1995) define fundamental causes as access to 
resources that are linked to money, power, privilege, social 
support, and social networks. They help individuals avoid 
risks that can (a) affect multiple disease outcomes over time 
through multiple risk factors, and (b) continue to affect dif-
ferent outcomes when a person’s risk profile changes. These 
fundamental causes include, but are not limited to race/
ethnicity, gender, or socioeconomic position (SEP). We 
hypothesize that financial capability, which combines peo-
ple’s ability and opportunity to act, is associated with greater 
access to resources, which leads to desirable health effects. 
The link between financial capability and health may not be 
direct. Pathways may include material conditions, environ-
mental factors, psychosocial conditions, health behaviors, 
and medical care (Sun et al., 2021).

Race, gender, and SEP are key social status categories 
that predict health disparities in society (Geiger, 2006; 
Krieger et al., 1993; Link & Phelan, 1995; Williams, 2005). 
Historical and contemporary structural inequalities that 
have resulted in differential access to financial resources 
have long-lasting effects on a population’s health. Below, 
we present how financial capability is fundamental to health 
by discussing its interaction with race, gender, and SEP 
using intersectionality theory.

Intersectionality

The concept of intersectionality or intersectional approach 
has become influential in contemporary social science 
research (Collins & Bilge, 2020; Homan et al., 2021). 
Briefly, intersectionality is a framework and analytic tool 
to conceptually reflects overlapping systems of oppres-
sion such as racism, sexism, classism, and other forms of 
oppression (Collins, 2000; Crenshaw, 1991). Intersectional-
ity highlights social inequalities across socially constructed 
groups based on race, gender, and class (among others) 
shaped by the confluence of intersecting systems of oppres-
sion (Cho et al., 2013). Guided by intersectionality, below 
we discuss the intersections of race, gender, and financial 
capability, and how they are connected to health.
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Harbury & Hitchens 1977; Pearce, 1978). For example, 
from their inception, cash assistance policies limited Black 
mothers’ access, especially in southern states (Neubeck & 
Cazenave, 2001).

Socioeconomic Position, Financial Capability, and Health

Like race and gender, socioeconomic position (SEP) is a 
fundamental determinant of health. Furthermore, race is 
linked to SEP (Braveman et al., 2005; Nuru-Jeter et al., 
2018). SEP is complex and multifactorial, and one size does 
not fit all (Braveman, 2005). The most used measures of SEP 
are income, education, and occupational status. Researchers 
have suggested that wealth is an important SEP measure; 
however, it is difficult to measure in practice (Braveman et 
al., 2005; Pollack et al., 2007; Williams & Collins, 1995). 
Williams & Collins (1995) observe that each SEP measure 
has advantages and limitations, and evidence shows that 
failure to measure SEP comprehensively may lead to over-
looking or obscuring the contribution of SEP to health, such 
as the etiology of racial/ethnic disparities (Pollack et al., 
2007).

The financial capability and assets-based policy struc-
ture actively create inequality based on SEP. For example, 
asset building tax subsidies disproportionately benefit 
middle to high income households (Steuerle et al., 2014; 
Steuerle, 2016). Nearly 80% of the benefits for the four 
largest asset-building tax incentives (for homeownership, 
financial investment, retirement saving, and education) go 
to households in the top income quintile (Greer & Levin, 
2014). The amount of subsidies is large, exceeding cash 
assistance to low-income people (Sherraden, 1991).

The Present Study

In this paper, we propose that financial capability (financial 
literacy and financial access combined) is an important SEP 
indicator that is rooted in history and continues to shape SEP 
distribution in the population. The key question is, can finan-
cial capability affect health independent of other commonly 
studied SEP indicators, such as income and education? If 
the answer is yes, financial capability should be clearly 
defined, conceptualized, and operationalized(independent 
of frequently measured social determinants), and be incor-
porated into population health research.

Research Aims and Hypotheses

To address the research gap, this paper aims to reconceptu-
alize financial capability in health research by strengthen-
ing the understanding of structural context. To achieve this, 
we measure financial capability holistically using a latent 

Race, Gender, Financial Capability, and Health

Race is at the forefront of the conceptualization of socio-
economic and health inequities (Sun et al., 2020). Indeed, 
research has identified racism as the root cause of health 
inequalities (Phelan & Link, 2015; Williams et al., 2019). 
Racial disparities in health are well documented (Link & 
Phelan, 1995; Markides & Coreil, 1986; Williams & Collins, 
1995). It is not a coincidence that the COVID-19 pandemic’s 
weight falls disproportionately upon African Americans, 
Native Americans, and Latinx populations (Webb Hooper 
et al., 2020). Here, we emphasize inequalities in financial 
capability as manifestations of structural racism. Structural 
racism involves “macro level systems, social forces, insti-
tutions, ideologies, and processes that interact with one 
another to generate and reinforce inequities among racial 
and ethnic groups” (Gee & Ford, 2011, p. 116).

The history of financial capability and asset building 
policies is crucial to understanding how structural racism 
fuels contemporary socioeconomic inequity. Race and gen-
der are primary social factors that are linked to the history 
of economic oppression and exploitation among vulnerable 
groups, especially Black Americans, Latinx Americans, 
Native Americans, and women (Sherraden et al., 2018). 
Through racist laws and practices, these groups have been 
systematically denied or stripped of assets in multiple 
forms, such as self, land, natural resources, possessions, 
culture, and money (Anderton & Brauer, 2016; Dewees & 
Foxworth, 2013; Oliver & Shapiro, 2006). Further, federal 
policies that were designed to build financial capability and 
assets, such as the Homestead Act, Social Security, mini-
mum wage, Homeowners’ Loan Corporation, and the G.I. 
Bill, disproportionately benefit white Americans, but often 
exclude communities of color (Geisler, 2011; Katznelson, 
2005; Rothstein, 2014; Williams Shanks et al., 2015).

This history contributes to the unequal distribution of 
resources that continue to yield long-lasting effects on socio-
economic and health inequities. Racial residential segrega-
tion today is a manifestation of racist policies that produced 
and perpetuate socioeconomic and health disadvantages 
through differential access to education, employment, asset 
building opportunities, and health-promoting resources 
(Williams, 2001). Geography matters, as illustrated by large 
differences in life expectancy by zip code, reaching 20 to 30 
years in some cases, even among communities adjacent to 
each other (Robert Wood Johnson Foundation, n.d.).

Like race, gender reflects access to resources, power, and 
privileges. Women have fewer socioeconomic resources, as 
is evident in wage and wealth gaps (Chang, 2010; Deere 
& Doss, 2006). Gender intersects with race, which leaves 
women of color in a particularly disadvantaged position 
in financial capability and asset holding (Goldin, 1990; 
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Mitchell, 2007; 2008), and one binary measure of whether 
the respondent has received financial education (yes or no).

Health. Health measures are extracted from the ALP 
Effects of Financial Crisis Survey in 2012 and 2016. The 
latent construct of health is measured by five indicators, 
including life satisfaction, self-rated health, depression, 
worn out, and happiness (Hurd & Rohwedder, 2010; Hurd 
et al., 2014). Life satisfaction is measured by the ques-
tion “Taking all things together, how satisfied are you with 
your life as a whole these days?” Responses range from 1 
(very satisfied) to 5 (very dissatisfied). Self-rated health is 
assessed by “Would you say your health is excellent, very 
good, good, fair, or poor?” Depression is measured by 
the question “Overall in the last 30 days, how much of a 
problem did you have with feeling sad, low, or depressed? 
Responses range from 1 (none) to 5 (extreme). Lastly, worn 
out and happiness are assessed by “Overall in the last 30 
days, how much of the time have you felt worn out / been a 
happy person? Responses range from 1 (all of the time) to 
6 (none of the time). Health measured as a latent variable 
in 2016 was modeled as the key dependent variable in this 
study. The latent variable of health measured in 2012 was 
controlled for as a time-lagged variable in the analysis.

Covariates. Following the theoretical discussion on 
social determinants of health, we control for race/ethnicity, 
gender, and other common SEP indicators, namely income, 
education, and employment. Additionally, we control for 
age, marital status, number of children in the household, and 
insurance coverage. All covariates were measured in 2012.

Statistical Analysis

The structural equation modeling (SEM) approach exam-
ines measurement as well as relationships between finan-
cial capability and health. SEM allows researchers to model 
relationships across latent constructs by accounting for 
measurement errors (Kline, 2015). As the model chi-square 
is sensitive to larger sample size, multiple model fit indi-
ces, such as comparative fit index (CFI), Tucker-Lewis 
index (TLI), and root mean square error of approximation 
(RMSEA) with a 90% confidence interval (CI), were used 
to select appropriate SEM model (Wang & Wang, 2012). 
According to Hu & Bentler (1999), a good SEM model 
is evaluated by a non-significant chi-square, CFI and 
TLI > 0.90, and RMSEA < 0.05 with upper bound of the 90% 
CI < 0.08.

A measurement model of financial capability and health 
was conducted first to see if the model has a reasonable fit. 
In this study, we construct three latent variables of finan-
cial capability (in 2012) and health (both in 2012 and 
2016). We model health variables longitudinally, correlat-
ing the residuals for the same item across time. To examine 

construct that combines financial literacy, financial educa-
tion, and financial access. The key question of this paper is 
whether financial capability is an independent social deter-
minant of health, while controlling for other socioeconomic 
factors. We hypothesize that after controlling for other com-
mon indicators, financial capability has a positive and statis-
tically significant longitudinal association with health.

Methods

Data and Sample

This study uses data from the 2012 National Financial 
Capability Study linked with the 2012 and 2016 American 
Life Panel (ALP) Effects of the Financial Crisis Survey. In 
2012, the National Financial Capability Study administered 
an additional online survey to a nationally representative 
sample selected within the ALP. The final sample of ALP 
mirrors the demographic compositions in NFCS in terms of 
race, age, and income composition (Angrisani et al., 2016). 
The ALP is a probability sample–based panel of persons 
aged 18 and above, undertaken within the RAND Labor and 
Population (Pollard & Baird, 2017). Since November 2008, 
ALP Effects of Financial Crisis Survey has asked a series 
of questions relevant to the economic crisis at regular inter-
vals, including indicators of emotion and physical health 
(e.g., happiness, depression, life satisfaction). Although 
ALP is internet-based, the sample does not have selection 
bias due to lack of internet access by providing Web TV 
with Internet access subscriptions, and email accounts for 
those who did not have the internet (Hurd & Rohwedder, 
2010). In this study, we combined those three data sources 
from ALP to get respondents’ financial capability measured 
in 2012 and health (measured in both 2012 and 2016). The 
final analytic sample size is 3,803.

Measures

Financial capability. All the financial capability indicators 
come from the 2012 National Financial Capability Study. 
Guided by the financial capability framework, we measure 
financial capability to include financial literacy, financial 
access, and financial education. The latent construct of 
financial capability consists of nine indicators, including 
financial access, measured by ownership of four financial 
products (checking account, saving account, retirement 
plan, and credit cards; Birkenmaier & Fu 2019), three ordi-
nal measures related to subjective financial literacy (good 
at math, good at day-to-day financial matters, self-rated 
financial knowledge; Xiao et al., 2015), and the sum of cor-
rectly answered six financial literacy questions (Lusardi & 
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the missing values, and the results are aggregated using 
Rubins’ rule (Rubin, 1987). As the items of financial capa-
bility and health involved binary and ordinal measurement, 
the weighted least square mean and variance (WLSMV) 
adjusted estimator is used. All the analyses are performed 
using Mplus 7.4.

Results

Table 1 presents the sample demographic characteristics. 
The proportion of females (58%) was slightly greater than 
males (42%). The mean age of the sample was 49 years. 
Non-Hispanic Whites take up 71%, whereas Non-Hispanic 
Black and Hispanics take up around 10% and 15%, respec-
tively. Most respondents were married (54%), currently at 
work (60%), had health insurance (84%), and had education 
levels below bachelor’s degree (60%). About a quarter of 
the respondents had income less than $25,000.

Measurement Model of Financial Capability and 
Health

The measurement model including three latent variables 
of financial capability and health yielded a good model 
fit (χ2 = 1106.018, p < .001; CFI = 0.978; TLI = 0.974; 
RMSEA = 0.042 [90% CI: 0.040–0.045]), and all factor load-
ings (in standardized estimates) were all significant at 0.001 
level. The result showed that financial capability was posi-
tively correlated with health status, but the effect is stronger 
in 2012 (r = .43, p < .001) than in 2016 (r = .31, p < .001). The 
correlation between health in the two time points was 0.80. 
Table 2 presents these findings.

Structural Model for the Effect of Financial 
Capability on Health

Figure 1 shows the results of the structural model of the 
effect of financial capability on health status based on 20 
imputed data sets, and all the latent variables were con-
trolled for covariates. The model also showed a good 
model fit (χ2 = 2358.014, p < .001; CFI = 0.953; TLI = 0.944; 
RMSEA = 0.041). Results showed that, controlling for the 
baseline health status, financial capability in 2012 was 
positively associated with health status in 2016 (β = 0.288, 
p < .001). The finding indicates that higher levels of finan-
cial capability led to better health status in four years, and 
the effect size for the effect of financial capability on health 
was between small to moderate level (Cohen’s f2 = 0.10).

Table 3 presents the effects of covariates on latent 
variables of financial capability and health. Overall, age 
(β = 0.23, p < .001) and income (β = 0.44, p < .001) were 

how financial capability affects health in a four-year span, 
we use lag SEM model by controlling for latent health in 
2012. All the latent variables are controlled for covariates 
in the SEM analyses. Both factor loadings and paths were 
presented in standardized estimates, and standardized paths 
should be at least 0.20 to be considered meaningful (Chin, 
1998). Additionally, the Cohen’s f2 (Cohen, 1988) was used 
to assess the effect size of the paths using the cutoff points 
for small (f2 ≥ 0.02), medium (f2 ≥ 0.15), and large effect 
(f2 ≥ 0.35). As missing occurred in covariates and cannot be 
imputed using full information maximum likelihood estima-
tion, we created 20 multiple imputation data sets to impute 

Table 1 Sample characteristics
Variable % or M 

(SD)
Gender
Male 41.69
Female 58.31
Age 48.66 

(16.09)
Race/ethnicity
Non-Hispanic White 71.11
Non-Hispanic Black 10.36
Hispanic 14.60
Other 4.21
Marital status
Married 54.11
Not married (single, separated, divorced) 45.89
Education
College degree 40.50
No college degree 59.50
Household income
Less than $5,000 3.30
$5,000–$7,499 1.77
$7,500–$9,999 2.25
$10,000–$12,499 2.82
$12,500–$14,999 2.68
$15,000–$19,999 4.49
$20,000–$24,999 6.17
$25,000–$29,999 5.78
$30,000–$34,999 6.60
$35,000–$39,999 5.16
$40,000–$49,999 9.85
$50,000–$59,999 9.46
$60,000–$74,999 11.14
$75,000 or more 28.54
Numbers of children 0.84 

(1.19)
Working status
Working (self-employed, work full-time, work part-time) 60.29
Not at work (homemaker, student, employed, retired) 39.71
Whether have health insurance
Yes 83.80
No 16.20
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(education, and employment) and health. Income had a 
small yet negative association with health four years later.

Discussion, Implications, and Limitations

Using longitudinal data from the RAND American Life 
panel, we find that financial capability has a positive and 
longitudinal association with health, controlling for other 
SEP indicators. This study demonstrates that financial 
capability is an independent social determinant of health. It 
can be theoretically and conceptually defined, empirically 
measured, and can inform clinical interventions that may 
improve population health and well-being. The association 
between financial capability and health has profound impli-
cations for research, practice, and policy. Below, we discuss 
the implications and limitations of this study and future 
directions for research.

First, this study provides an empirical test of the rela-
tionship between financial capability and health. However, 
a limitation of this study is that it remains unclear whether 
the association is causal. There may be unobserved indi-
vidual and structural factors not captured in the data used in 
this study—such as stressful life events, personality traits, 
and neighborhood effects—which could affect both respon-
dents’ financial capability and their health. More empirical 
research should be conducted to examine whether the rela-
tionship between financial capability and health is causal. 
Data availability remains a primary challenge. Few datasets 
document both financial capability (especially the structural 
component) and health. Randomized controlled trials and 
quasi-experiments that improve financial capability could 
examine health impacts in addition to economic well-being. 
Panel surveys that examine financial capability and health 
should measure both financial capability and health to make 
research in this area possible.

Second, this study finds a positive and longitudinal asso-
ciation between financial capability and health. However, 
the nuances and mechanisms of the relationship are not 
addressed in this study because of data availability. Future 
research should test potential pathways and mechanisms 
to inform policy and practice. Theory and conceptual clar-
ity play an important role in this regard. First, mediators 
between financial capability and health could help elucidate 
pathways and inform intervention. Empirical examina-
tions should be guided by theories and mechanisms should 
be purposefully tested instead of only examining program 
input and expected measurable outcomes using a black 
box model. Second, given the theoretical framework and 
historical context of financial capability, it is highly likely 
that heterogeneous effects exist in the relationship between 
financial capability and health. Future research should seek 

positively correlated with financial capability. Further-
more, respondents who were male (β = 0.10, p < .001), had 
a college degree (β = 0.24, p < .001), were married (β = 0.06, 
p < .01), employed (β = 0.10, p < .001), and insured (β = 0.13, 
p < .001), were found to have higher levels of financial 
capability. Racial differences were also observed, as Non-
Hispanic Black (β = −0.10, p < .001), Hispanic (β = −0.10, 
p < .001), and people in other racial groups (β = −0.04, 
p < .01) had lower levels of financial capability compared 
to Non-Hispanic White. As for the effects of covariates 
on health, findings show that gender, marital status, and 
income were correlated with health status. Males had bet-
ter health status compared to their female counterparts at 
baseline (β = 0.07, p < .001). Married (β = 0.08, p < .01) and 
respondents with higher income (β = 0.25, p < .001) had bet-
ter health at the baseline, but they had poor health in 2016.

To summarize, we find that financial capability had a pos-
itive, longitudinal association with health, after controlling 
for other SEP and demographic factors, and lagged health. 
However, we did not find significant longitudinal associa-
tions between race, gender, and two other SEP indicators 

Table 2 Results of Measurement Model
Latent variables Items Estimates 

(λ or r)
Financial capability 
(2012)

(C1) Checking account 0.93***
(C2) Saving account 0.70***
(C3) Retirement plan 0.74***
(C4) Having credit card 0.58***
(C5) Day to day financial matters 0.53***
(C6) Good at math 0.33***
(C7) Financial knowledge 0.51***
(C8) Financial literacy questions 0.62***
(C9) Financial education 0.33***

Health status (2012) (H1a) Life satisfaction 0.72***
(H2a) Self-rated health 0.62***
(H3a) Depression 0.83***
(H4a) Worn out 0.64***
(H5a) Happy 0.86***

Health status (2016) (H1b) Life satisfaction 0.73***
(H2b) Self-rated health 0.63***
(H3b) Depression 0.78***
(H4b) Worn out 0.63***
(H5b) Happy 0.85***

Correlation
Financial capability (2012) ↔ Health status (2012) 0.43***
Financial capability (2012) ↔ Health status (2016) 0.31***
Health status (2012) ↔ Health status (2016) 0.80***
Note. λ = item factor loading (standardized) for latent variables; 
r = standardized correlation. Results were estimated using weighted 
least square to correct the categorical nature of indicators. Model 
fit: χ2 = 1106.018, p < .001; CFI = 0.978; TLI = 0.974; RMSEA = 0.042 
(0.040–0.045)
***p < .001
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to understand the potential moderating effects of race/eth-
nicity, gender, and other factors.

Third, the study has implications for conceptualization 
and measurements of financial capability in health studies. 
With regard to conceptualization, the impact of financial 
capability on health should be separated from more com-
monly used measures of socioeconomic indicators, such as 
income and education. Regarding measurement, we mea-
sured financial capability using a latent construct combin-
ing financial literacy and financial access. Whereas this 
approach is innovative by incorporating both individual and 
structural aspects of financial capability, one latent construct 
of financial capability precludes further examination of 
underlying mechanisms and the relative importance of vari-
ous components of financial capability. To inform potential 
malleable policy levers, researchers should examine which 
aspect of financial capability should be targeted to improve 
health and wellbeing most effectively. Future research that 
evaluates financial capability should not only measure 
both financial literacy and financial access, but also model 
financial literacy and access as separate constructs. Finan-
cial capability is multidimensional and context-specific. 
Testing the nuance of subcomponents of financial capabil-
ity and their relation to health can better inform actionable 
steps on how to improve financial capability to improve 

Table 3 Effects of Control Variables on Latent Variables of Financial 
Capability and Health Status

Financial 
capability 
(2012)

Health 
status 
(2012)

Health 
status 
(2016)

Latent variables
Financial capability (2012) 0.29***
Health status (2012) 0.80***
Control variables
Age 0.23*** 0.02 −0.07
Gender (ref: female) 0.10*** 0.07** −0.05
Race/ethnicity (ref: Non-Hispanic 
White)
Non-Hispanic Black −0.10*** 0.02 0.02
Hispanic −0.10*** −0.01 0.02
Other −0.04** 0.01 −0.02
Education (ref: no college degree) 0.24*** 0.03 −0.05
Marital status (ref: not married) 0.06** 0.08** −0.09**
Employed (ref: not employed) 0.10*** 0.02 0.01
Number of children −0.04 −0.04 0.02
Income 0.44*** 0.25*** −0.10*
Insured (ref: not insured) 0.13*** 0.03 −0.05
Note. All the estimates were standardized estimates. Results were 
estimated using weighted least square (WLSMV) to correct the cat-
egorical nature of indicators with 20 imputed data sets
Model fit: χ2 = 2358.014***, p < .001; CFI = 0.953; TLI = 0.944; 
RMSEA = 0.041. ***p < .001

Fig. 1 Structural path model.
Note. Factor loadings for each latent construct were standardized, and 
all factor loading were significant at p < .001 level. Paths showed in 
figure were standardized estimates. All latent variables were controlled 

for covariates. Results were estimated using weighted least square 
(WLSMV) to correct the categorical nature of indicators with 20 
imputed data sets. Model fit: χ2 = 2358.014***, p < .001; CFI = 0.953; 
TLI = 0.944; RMSEA = 0.041. ***p < .001
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Conclusion

This study provides a theoretical foundation for considering 
financial capability as an independent social determinant of 
health. Race is primary in this conceptualization. Indeed, 
socioeconomic and health inequities are rooted in histori-
cal socioeconomic injustices. We propose that financial 
capability is a separate construct from other SEP indicators, 
namely income, education, and employment.

This study is among the first efforts to empirically test 
the relationship between financial capability and health 
using a U.S. national sample. We find that controlling for 
other common SEP indicators and lagged health, financial 
capability is positively associated with health outcomes 
four years later. This paper suggests that financial capabil-
ity is conceptually different from commonly used measures 
of SEP and can have multidimensional measurements that 
include both financial literacy and financial access.

Current policies and program efforts that aim to expand 
financial access and improve people’s financial knowledge 
and skills may have beneficial effects on health and well-
being. Future policy and program evaluations should docu-
ment health effects and test the relationship across diverse 
populations. Just as improving financial capability is not 
only changing individual financial behaviors, improving 
population health is not only changing individual health 
behaviors and medical care utilization. Both require the 
structural level change to reverse racial, socioeconomic, and 
health inequity. As Walters et al. (2016) stated, “health is not 
created in a clinic, and we cannot rely on traditional health 
services alone to heal the wrongs of history and persistent 
inequality” (p. 7). The current COVID-19 pandemic pres-
ents a timely opportunity for meaningful action by social 
work and public health professionals to advocate for con-
tinued and increased structural level interventions targeting 
financial capability to reverse inequality.
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population health. For example, how to provide effective 
financial guidance and education, as well as how to make 
financial policies, products and services benefit vulnerable 
populations. Regarding health measures, a limitation of the 
current study is that we use self-reported health measures 
rather than clinical diagnoses in this study. Future research 
should consider moving beyond simple self-reported mea-
sures and consider adding clinical data to produce higher 
quality research evidence on the relationship between finan-
cial capability and health. To provide a more comprehensive 
picture of the health consequences of financial capability, 
researchers should examine an array of health outcomes.

Fourth, the study has implications for social work and 
public health practice. Based on these findings, social work 
and public health professionals should consider integrating 
financial capability and health services. For example, ser-
vices could provide financial coaching, credit counseling, 
financial resources and guidance in clinic settings. Finan-
cial assessments could be integrated alongside health and 
psychological assessments into human service protocols, 
given the fundamental role of financial capability in shap-
ing people’s physical and psychological health outcomes. It 
is important to know if clients have health insurance and if 
the health care is affordable. Furthermore, personnel serving 
low-income and other vulnerable populations in for-profit, 
nonprofit and public sectors should all receive financial 
capability content training and have the basic financial 
knowledge and professional capacity to be able to provide 
basic financial guidance.

Fifth, this study has policy implications. Future financial 
inclusion policies could help to achieve desirable outcomes 
that are beyond economic well-being. Implementation of 
FCAB policies could address upstream causes of health 
inequalities. Financial capability lies in both individual 
knowledge and skills, but also in the availability of finan-
cial policies, products, and services. Public health and social 
work professionals who seek to improve health and well-
being should consider not only improving individual knowl-
edge and skills, but also making financial policies, products, 
and services available, affordable, accessible, and appro-
priate. Friedline et al. (2020) recently reviewed research 
on families’ financial stress and well-being published in 
the Journal of Family and Economic Issues between 2010 
and 2019. They recommend that future research should pay 
greater attention to the structural economy and economic 
environments.
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