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Foreword

Neoliberalism and financialization have had pervasive effects on social welfare policies and provision across the world. These effects have been felt by
citizens in developed and less-developed countries alike, although their
precise nature, speed of implementation, and consequences differ both
between these two broad groupings of countries and within them.
Neoliberal political ideology and economic theory had its roots in the
doctrines of Friedrich Hayek and, later, Milton Friedman and espouses
less state control and regulation of the economy. Individual freedom and
well-being, it is maintained, can only be guaranteed by free global markets. In the words of Harvey (2005) it is:
… a theory of political economic practices that proposes that human well-being
can best be advanced by the liberating individual freedoms and skills within an
institutional framework, characterised by strong property rights, free markets
and free trade. The role of the state is to create and preserve an institutional
framework appropriate to such practices.

Its two most prominent proponents were Ronald Reagan and Margaret
Thatcher, although the ideology has permeated governments across the
world as well as key development organizations like the International
Monetary Fund and World Bank. In developed countries it has led to
widespread privatization of state-run services, including a market-based
approach to social welfare. In many less-developed countries it formed the
bedrock of the development of such services.
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As such, neoliberalism provided the foundation for a process of financialization, defined as:
… the increasing role of financial motives, financial markets, financial actors
and financial institutions in the operation of the domestic and international
economies. (Epstein 2005)

While this took place at a number of levels, it is the financialization of
the everyday (Martin 2002; Van der Zwan 2014) that is most directly relevant to the lives of ordinary citizens. This has seen financial services play
an ever greater role as individuals take on responsibility for their own social
welfare and that of their families. A corollary of this has been the shift in
focus from individuals as citizen beneficiaries of state-provided welfare services to their role as consumers in the financial services marketplace.
This shift in policy and practice raises a number of questions:
• Have the markets responded with appropriate products and services
that promote the financial resilience and financial well-being of all
individuals and their families?
• Are individuals able to make appropriate decisions that promote
financial resilience and financial well-being?
• Is consumer protection regulation fit for purpose?
And, consequently,
• Can a market-based approach ensure the financial resilience and financial well-being of all, including people who are poor or marginalized?
Taking the response of financial markets, first, individuals require access to
a range of products and services in order to meet their own social welfare
needs and those of their family. This includes credit, savings (and pensions),
insurance, and transactional banking. And in all of these areas, there has been
a rapid increase in the number and variety of products offered by mainstream
financial services providers. Despite this, academic and other researchers have
questioned whether access to financial services and products is both universal
and appropriate to all sections of the population—that is whether or not there
is full financial inclusion. Such studies have found a number of key market
failures in developed economies that disproportionately affect poor and other
marginalized people (see e.g., Buckland 2012; Kempson et al. 2000; Leyshon
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and Thrift 1996) and raise challenges for providers of banking services in lessdeveloped countries where financial inclusion is not the norm (Kempson et al.
2004). These include restricted access by poor and marginalized people
(through risk assessment, money laundering regulations, lack of physical
access, and lack of marketing), inappropriate product or service design, including inappropriate terms and conditions, affordability, and psychological and
cultural barriers including a lack of trust in mainstream providers. In other
words, a combination of exclusion and self-exclusion.
This has resulted in the emergence of a range of alternative providers
who seek to fill the gap. These include a range of not-for-profit microfinance organizations, especially in less-developed countries, offering credit
and savings products in particular. They also include commercial companies offering credit products such as payday loans and banking in the form
of check cashing (often referred to as “fringe banks” (Caskey 1994)) particularly in Anglophone-developed economies and mobile telephone
banking, such as M-PESA in Kenya and bKash in Bangladesh, bringing
simple transaction banking to large numbers of people without access to
mainstream banking services in less-developed countries. As this book
notes, some of these new services promote the financial well-being of poor
and vulnerable people, some actually harm it, and many simply do no
harm but with no demonstrable benefit either.
There have also been concerted efforts by both national governments
and inter-state bodies to promote greater financial inclusion which have
led to the creation of a worldwide network, the Alliance for Financial
Inclusion. But, as the World Bank has noted:
…effective financial inclusion means responsible inclusion… Financial inclusion does not mean increasing access for the sake of access… (World Bank 2014)

This brings us to the second question: Are individuals able to make
appropriate decisions that promote their own financial resilience and well-
being and that of their families? Neoliberal policies implemented through
a process of financialization of the everyday lives of citizens have led to a
rapid growth in the number and diversity of products offered by a variety
of providers, spanning the mainstream, not-for-profit and alternative commercial providers. Consequently, citizens must operate in an increasingly
complex financial marketplace to meet their own social protection needs
and those of their household. This has raised concern about the extent to
which they are equipped to do so.
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The earliest manifestation of this concern was in studies of financial
literacy, which assessed knowledge levels of particular populations or
groups within them and interventions developed that sought to raise
knowledge levels. This approach is in line with standard economic theory
that well-informed individuals will act rationally, and when they fail to do
so, it is because they either lack information or are unable to understand
or use it (Garcia 2013).
In the mid-2000s, however, a discussion began in earnest about whether
policymakers should focus more on what people do rather than what they
know—giving rise to the concept of financial capability, led by the Financial
Services Authority, the then UK regulator (Atkinson et al. 2006). This
approach has proved to be very influential in the thinking of policymakers.
At much the same time, behavioral economists were raising similar concerns about the focus on knowledge, arguing that psychological factors are
the main determinants of the behavior of individuals. These included traits
such as present-bias, loss aversion, overconfidence, use of heuristics, confirmation bias and inertia, or status quo bias (World Bank 2015).
More recently still, researchers and policymakers have turned their attention to the outcomes of the decisions and actions of individuals as they seek to
meet their social protection needs—giving rise to surveys of financial wellbeing, which encompass both current finances and resilience for the future.
The most recent of these is investigating the relationships between financial
well-being, financial capability, financial literacy, psychological traits, and
socio-economic environmental factors. Early reports seem to show that financial well-being is primarily determined by a combination of behaviors (most
notably spending restraint, borrowing restraint, and active saving) and environmental factors that are beyond the control of individuals. Knowledge does
have an indirect effect, by influencing these behaviors, but it is a minor role
compared with psychological factors (Finney 2016; Kempson et al. 2017).
As with financial inclusion, many national governments and regulators
along with inter-state bodies have promoted strategies to raise levels of
financial literacy and capability. Much of this work has been led by the
Organisation for Economic Co-operation and Development (OECD)
through their International Gateway for Financial Education network
(known as IGFE) (OECD 2015).
With the greater use of a diversity of financial services by a wider range
of citizens, including many who are potentially vulnerable, it is appropriate
to ask whether consumer protection regulation is fit for purpose. The neoliberalist approach has tended to dominate much of the thinking with
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regard to regulation of financial services in recent years, with an emphasis
on information and disclosure by providers, supplemented by financial
education of “consumers”. However, as noted above, the knowledge individuals have plays a fairly minor and indirect role in determining their
financial well-being; personality traits are far more important. More
importantly, early results of research on the determinants of financial well-
being show that a focus on the individual alone will not ensure their financial resilience and well-being. Structural factors also matter and call for
structural solutions. In other words, we need a shift from the current regulatory focus on the individual as consumer to one where the individual is
seen as both citizen (with rights) and consumer (with responsibilities).
Looked at from this perspective—of individuals as citizen-consumers—it is
clear that a market-based approach to social welfare cannot ensure the
financial resilience and well-being of all.
That is the conclusion of this book, which offers a critical and constructive overview of policy, practice, and academic research across all of the
areas discussed above, with a focus on poor and other marginalized people
and on their access to credit and transaction banking services in particular.
In doing so It critiques the changes associated with this process while at the
same time not idealizing past development practices or socio-economic realities and … endeavours to cast particular light on the problematic consequences for poor and marginalised people. It looks at the roles played by
mainstream providers, NGOs, and other not-for profit institutions, as well
as new commercial players such as payday loan companies in some developed economies (the Global North), microfinance providers mainly in
less-developed economies (the Global South), and mobile phone-based
services in less-developed ones across developed and developing countries.
The book concludes with a review of the role that the state plays and needs
to play to ensure that the financial resilience and financial well-being of
vulnerable people are promoted and not undermined by the processes or
financialization and marketization of social welfare. As such it is relevant
to policymakers, providers of products and services for individual citizen
consumers and researchers alike.
Emeritus Professor, School of Geographical
Elaine
Kempson
Sciences, University of Bristol, Bristol, UK
December 2017
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