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Abstract: Financial well-being is a key component of quality of life and overall well-being and is
likely to affect other aspects of quality of life, such as health and health care. The COVID-19 pandemic
presents an immense crisis of financial well-being among low-income entrepreneurs and has left
many small-scale entrepreneurs financially fragile. We argue that promoting the financial capability
of low-income entrepreneurs is effective in protecting their financial well-being from a crisis. To
examine the association between financial capability and the financial well-being of low-income
entrepreneurs, we use the 2016 National Financial Well-Being Survey, which provides the latest
and comprehensive measurement of financial capability, including financial knowledge, financial
skills, and access to financial products and services. Our analyses show that, compared to their
higher-income counterparts, low-income entrepreneurs have statistically lower levels of financial
well-being, financial knowledge, financial skills, and access to mainstream financial products; they
also have a statistically higher risk of using high-fee alternative financial products. In addition,
low-income entrepreneurs have larger barriers to accessing mainstream financial products than
low-income non-entrepreneurs. The results indicate that financial capability plays a significant role
in promoting the financial well-being of low-income entrepreneurs.

Keywords: financial well-being; financial capability; quality of life; well-being; entrepreneurship;
self-employment

1. Introduction

Small-scale/micro-entrepreneurs, small business owners, and self-employed individu-
als throughout the United States face a significant crisis due to the COVID-19 pandemic.
According to Fairlie (2020), the United States witnessed the largest decline on record in the
number of active business owners during the first few months of the pandemic, with a de-
crease of 3.3 million. Humphries et al. (2020) reported that at least 60% of small businesses
laid off employees during the April and May 2020 lockdown, while Lin et al. (2021) found
that the surge in unemployment was greater among workers in small firms than those
in large enterprises. More than half of the small businesses reported significant negative
impacts during the lockdown, and around 30% experienced similar effects throughout the
remaining months of 2020. Additionally, almost 75% of businesses reported a decline in
sales or revenue due to the lockdown, with small businesses suffering an estimated average
loss of 29% in sales (Bloom et al. 2021).

The pandemic has left small-scale/micro-entrepreneurs (especially those with low
incomes) financially fragile. Three-quarters of business owners in a survey had only enough
cash to cover two months of operation (Bartik et al. 2020; Fairlie 2020). The situation
is especially precarious for those small businesses owned by low-income individuals
and racial minorities. A lesson learned from the COVID-19 pandemic suggests that it is
important to promote financial security and financial well-being among entrepreneurs,
especially those who are financially vulnerable.
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Proactive preparation for potential financial risks would help low-income entrepreneurs
in the face of crises (such as the COVID-19 pandemic) and foster healthy and sustainable
entrepreneurship in the long run. The COVID-19 pandemic provides an opportunity to
reconsider effective strategies toward financial security and greater financial well-being for
low-income entrepreneurs. For example, low-income entrepreneurs may need access to
appropriate and beneficial financial services and policies (e.g., credit, loan, public subsidies,
and financial guidance services) and improve their financial knowledge, skills, and man-
agement. Financial relief packages provided by the federal and state government for small
businesses during the pandemic testifies to the notion of expanding access to beneficial
financial services for low-income entrepreneurs. Extra resources and support from the
government are especially effective in helping them pull through hard times.

As a key component of quality of life and overall well-being, financial well-being is
defined as a condition “of being financially healthy, happy, and free from worry” (Joo 2008).
The U.S. Consumer Financial Protection Bureau (CFPB) describes financial well-being
as a four-part concept that encompasses the ability to manage day-to-day finances, the
freedom to make financial choices, the capacity to withstand financial shocks, and progress
towards long-term objectives (CFPB 2015). Individual and family financial well-being
likely has considerable impacts on other aspects of quality of life, such as health and health
care. For example, wealth and asset accumulation may contribute to health disparities
due to varying factors in the residential environment, including access to critical health-
promoting resources. Economic circumstances and financial hits in the aftermath of the
COVID pandemic have had a critical impact on the physical and mental health of millions
of people, including low-income entrepreneurs (Fang and Huang 2022a). In addition,
financial incentives as health intervention have been widely tested to have positive impacts
on multiple health behaviors and outcomes across different social and cultural contexts
(Fang and Huang 2022b; Sun Sicong et al. 2021). Thus, financial well-being is not only one
aspect of quality of life, but a social determent of health.

Financial well-being is critical for low-income entrepreneurs and the development
of small businesses. On the one hand, small-scale/micro-entrepreneurs, small business
owners, and self-employed individuals may not be able to access employment-based
social benefit programs and therefore need an extra financial cushion for emergencies. For
example, health care coverage in the U.S. is largely tied to wage and salary employment,
and those self-employed are less likely to have employment-based health insurance (Gumus
and Regan 2015). On the other hand, lack of credit and lack of access to a range of financial
services (e.g., banking, tax and accounting services, insurance, and financial counseling)
present a formidable financial barrier to small-scale/micro-entrepreneurship, particularly
for low-income and financially vulnerable populations (Arping et al. 2010; Idris and Agbim
2015; Langely 2014). They may not even have the financial knowledge or skills necessary
to explore financial services and resources, plan new businesses, or make the right financial
decisions in their pursuits of financial security and well-being (Ondiek et al. 2013; Wong and
Aspinwall 2004). Therefore, it is important to assess the financial well-being of low-income
entrepreneurs, including their financial knowledge and skills (ability to act) and access to
mainstream financial services (opportunity to act). This holistic approach that considers both
the “ability to act” and “opportunity to act” is referred to as financial capability (see Figure 1
for the Financial Capability Framework) (Huang et al. 2022; Sherraden 2013).

In the wake of the 2007 financial crisis, there has been a growing interest in financial ca-
pability as a determinant of financial well-being across the world (Atkinson and Messy 2011;
Xiao et al. 2022). We argue that building financial capability—improving both financial
knowledge/skills and financial service access—is a practical way to create a supportive
ecosystem for successful entrepreneurship among low-income individuals and for the
betterment of their financial well-being. For low-income entrepreneurs, economic success
and quality of life partly lie in access to effective financial capability services.
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The notion of financial capability has received augmenting attention as it encompasses
not only an individual’s traits and ability (i.e., financial knowledge, skills, and attitudes)
necessary for making financial decisions but also financial opportunities in the formal or
informal infrastructure that provides a precondition for financial decisions. According
to Sherraden and Huang (2019), the development of financial capability is established
upon access to beneficial financial products, services, and policies (known as financial
inclusion) that offer the possibility to take action, as well as financial knowledge and skills
that provide the ability to act.

Financial capability differentiates itself from the conventional notion of financial liter-
acy, which refers to “a set of individual qualities, including knowledge and skills, attitude,
habit, motivation, confidence, self-efficacy and behavior” (Sherraden 2013). While financial
literacy can be “improved by financial education, guidance, and advice” (Collins 2014), an
individual’s “ability to act” may be constrained by barriers in financial institutions that
limit one’s access to financial products and services. Therefore, to improve entrepreneurs’
financial capability and financial well-being, it is not enough to improve financial liter-
acy/knowledge; barriers in financial institutions must be removed for better financial access
(Sherraden and Huang 2019; see Figure 1). The latter is particularly crucial for low-income
entrepreneurs as they often lack access to loans, bank and investment accounts, insurance,
and other beneficial products essential for business start-ups and entrepreneurial activities.

The framework of financial capability and its impacts on financial well-being has been
empirically examined in terms of different outcomes for a variety of populations. For exam-
ple, Huang et al. (2013) found that access to a specific financial service—Child Development
Accounts for asset building—motivated parents to apply their financial knowledge to ac-
cumulate wealth designated for their children. Another study (Huang et al. 2015) showed
that material hardship among older Asian immigrants was shaped by both their access to
financial services and financial literacy. The link between financial capability and material
hardship (as an indicator of financial well-being) is found to be evident in other popula-
tions as well (such as mothers with young children and low-income households) (Huang
et al. 2022; Sun Sicong et al. 2021). However, few studies have applied the framework of
financial capability to examine the financial well-being of low-income entrepreneurs. To fill
the gap in knowledge on financial well-being and financial capability among low-income
entrepreneurs, we analyze nationally representative cross-sectional data from the 2016
National Financial Well-Being Survey (NFWS) collected by the CFPB. Focusing on a unique
population of low-income entrepreneurs, our results illustrate the theoretical discussion
of financial well-being and financial capability. The study also compares low-income
entrepreneurs with low-income non-entrepreneurs and higher-income entrepreneurs.

2. Methods
2.1. Data and Sample

We examine the financial well-being of low-income entrepreneurs and its relationship
with financial capability using the data from the 2016 NFWS (CFPB 2017). The NFWS
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aims to understand individual financial well-being in the United States, and its survey
instrument includes a variety of validated measures of finance-related concepts and of-
fers a unique opportunity for testing our research questions. The NFWS sample, which
was taken from the GfK Knowledge Panel—the most significant probability-based non-
volunteer online panel in the United States—is a reflection of the non-institutionalized
adult population of the United States in 2016. Furthermore, survey weights were used to
adjust for discrepancies in sampling and non-response. Self-employment status (Yes/No)
is used to define entrepreneurship. Setting the low-income cut-off line at the 200% federal
poverty line, we compare the status of financial well-being and financial capability of
low-income entrepreneurs (n = 134) with those of low-income non-entrepreneurs (n = 1342)
and higher-income entrepreneurs (n = 402). The total size of three sample groups is 1878
(see Table 1).

Table 1. Three groups in the analytic sample (N = 1878).

Group Sample Size

Low-income entrepreneurs (household income < the 200% federal poverty line) 134
Low-income non-entrepreneurs (household income < the 200% federal poverty line) 1342
Higher-income entrepreneurs (household income ≥ the 200% federal poverty line) 402

2.2. Measures

The Financial Well-Being Scale. The standardized 10-item financial well-being scale,
created by the CFPB, is designed to assess individuals’ perception of their financial status,
with statements such as “I am behind with my finances,” “I am just getting by financially,”
and “I am securing my financial future.” The scale uses a five-level Likert response system,
ranging from “completely” to “not at all,” and has a value from 0 to 100, with higher scores
indicating better financial well-being. The four elements of financial well-being that the
scale aims to capture are control over one’s finances, capability to absorb a financial shock,
being on track to meet financial goals, and freedom to enjoy life, including having resources
for vacations or pursuing further education.

The Financial Knowledge and Financial Skill Scales. The financial knowledge and financial
skill scales are utilized as two primary independent variables for assessing the ability to
act, which is a critical aspect of financial capability. Proposed by Knoll and Houts (2012),
the 10-item financial knowledge scale includes items regarding one’s understanding of
long-term investment returns, benefits of diversification, life insurance, and so on. The
range of the financial knowledge scale is (−2.05, 1.27). A larger scale value means better
financial knowledge.

The financial skills scale, consisting of 10 items, assesses an individual’s capacity to
act on knowledge and information to manage their household finances, according to the
CFPB (2017). Examples of the items include “I can make complex decisions” and “I know
when to seek advice about my money.” Respondents rate their level of agreement on a
Likert scale ranging from “completely” to “not at all” or from “always” to “never.” The
resulting scale score ranges from 0 to 100, with higher scores indicating higher levels of
financial skill.

Financial Access. The number of financial services and products possessed by a survey
participant (ranging from 0 to 5), such as bank savings or checking accounts, health insur-
ance, nonretirement investments, pensions, and retirement accounts, is used as a substitute
to measure access to and utilization of financial services (opportunities to act). In addition,
we count the number of risky and high-fee alternative financial products (0–5), includ-
ing payday loans, pawn loans, reloadable cards, nonbank money transfers, and nonbank
cashing or purchasing used by respondents as a negative indicator of financial access.

2.3. Analyses

We first report descriptive statistics of financial well-being, financial capability, and
demographic and socioeconomic characteristics of the three groups in the sample. Next,
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we present estimates from a linear regression model which uses the four focal independent
variables (i.e., financial knowledge, financial skills, financial access, and risky financial
products) to predict the financial well-being for each of the three groups; demographic char-
acteristics (all variables in Table 2) are controlled for in these regression analyses. Finally,
we apply Chow tests to statistically compare the differences in regression coefficients of
four independent variables across the three groups. We hypothesize that financial knowl-
edge, financial skills, and financial access are positively, and risky financial products are
negatively, associated with financial well-being. Given the relatively small sample size of
low-income entrepreneurs (n = 134), we set the statistical significance at the 0.10 level. All
analyses are adjusted by the NFWS survey weight.

Table 2. Weighted sample characteristics (N = 1878).

Variable
Percentage or Mean (SD)

Low-Income
Entrepreneurs

(n = 134)

Low-Income
Non-entrepreneurs

(n = 1342)

Higher-Income
Entrepreneurs

(n = 402)

Age category a

18–24 8.86 10.43 4.70
25–34 25.95 23.82 18.48
35–44 23.39 14.19 13.98
45–54 24.28 14.16 28.07
55–61 6.64 10.28 15.15
62 and above 10.87 27.11 19.62

Female a 47.34 52.56 40.89

Race and ethnicity a

Non-Hispanic white 34.41 48.54 69.62
Non-Hispanic black 19.96 17.22 7.05
Non-Hispanic other 3.20 7.24 6.63
Hispanic 42.42 26.99 16.71

Education a

High school and below 48.42 50.71 17.95
Some college 29.33 33.52 21.11
College degree and above 22.25 15.78 60.94

Married status a

Married 37.22 38.84 61.09
Living with partner 50.69 52.59 30.52
Others 12.09 8.58 8.40

Household size a 2.96 (1.55) 2.85 (1.43) 2.43 (1.15)

Household income a

Less than $20,000 55.62 45.68 0.00
$20,000–$29,999 17.27 27.88 3.04
$30,000–$39,999 14.71 16.56 6.53
$40,000–$49,999 6.96 6.21 7.71
Above $50,000 5.44 3.67 82.73

Metropolitan resident a 91.79 81.99 88.18
Source: Authors’ tabulations with data from the 2016 National Financial Well-Being Survey. SD = standard
deviation. a The differences among the three groups are statistically significant at the 0.10 level.

3. Results
3.1. Sample Characteristics

Table 2 summarizes the weighted demographic characteristics of low-income en-
trepreneurs (n = 134), low-income non-entrepreneurs (n = 1342), and higher-income en-
trepreneurs (n = 402). Of the low-income entrepreneurs surveyed, over a third were under
34 years old, while half were aged 35-61, and about 10% were 62 or older. Approximately
47% of the sample identified as female. Non-Hispanic white individuals comprised ap-
proximately one-third of respondents (34%), with a significant percentage identifying as
non-Hispanic black (20%) or Hispanic (42%). Just over half of respondents had completed
education beyond high school (29% with some college and 22% with a bachelor’s degree or
higher), and 37% were married. On average, households consisted of nearly three people,
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with over half of respondents reporting household income below $20,000. Over 91% of
respondents lived in metropolitan areas.

There are statistical differences in these demographic characteristics between low-
income entrepreneurs and the other two groups. Compared to low-income non-entrepreneurs,
low-income entrepreneurs are younger, less likely to be female, more likely to be Hispanic,
with higher educational attainment, living in a larger household, and more likely to be in
the lowest income category (<$20,000) and live in metropolitan areas. Compared to higher-
income entrepreneurs, low-income entrepreneurs are also younger but more likely to be
female and Hispanic, less likely to be married, with lower educational attainments, and
more likely to be in the lowest income category (<$20,000) and live in metropolitan areas.

3.2. Financial Well-Being and Financial Capability

The means of the five financial measures are presented in Table 3. The results show that
higher-income entrepreneurs have significantly higher mean scores for financial well-being,
knowledge, and skills compared to low-income entrepreneurs and non-entrepreneurs.
However, there is no statistically significant difference in these three financial measures
between low-income entrepreneurs and non-entrepreneurs. In terms of financial products,
low-income entrepreneurs own fewer mainstream financial products and use more alter-
native financial products compared to low-income non-entrepreneurs and higher-income
entrepreneurs. Additionally, low-income entrepreneurs face more obstacles when accessing
financial services.

Table 3. Financial well-being and financial capability (N = 1878).

Financial Well-Being and
Financial Capability

Low-Income
Entrepreneurs

(n = 134)

Low-Income
Non-entrepreneurs

(n = 1342)

Higher-Income
Entrepreneurs

(n = 402)

Financial well-being score 47.76 47.05 56.65 a

Financial knowledge score −0.68 −0.64 0.10 a

Financial skill score 47.97 46.56 52.99 a

Mainstream financial products 1.32 b 1.73 c 2.74
Use of risky financial products 0.64 b 0.49 c 0.24

a The mean differences between higher-income entrepreneurs and low-income entrepreneurs and non-
entrepreneurs are statistically significant at the 0.10 level. b The mean differences between low-income en-
trepreneurs and higher-income entrepreneurs and low-income non-entrepreneurs are statistically significant at
the 0.10 level. c The mean differences between low-income non-entrepreneurs and higher-income entrepreneurs
are statistically significant at the 0.10 level.

3.3. Regression Results

Regression analyses in Table 4 suggest that, among low-income entrepreneurs, fi-
nancial skills (b = 0.32, p < 0.01) are positively associated with their reported financial
well-being. In addition, financial knowledge (b = −3.22, p < 0.05) and risky financial prod-
ucts (b = −3.31, p < 0.05) are negatively associated with financial well-being. A one-point
increase in the financial skill score is correlated with an increase of 0.32 points in the finan-
cial well-being score, while a one-point increase in the financial knowledge score or one
more use of risky financial products is correlated with a decrease of about 3.3 points in the
financial well-being score. However, positive financial access is not statistically associated
with individual financial well-being (p = 0.18) in this subsample, probably due to the weak
statistical power of the small sample size.

For low-income non-entrepreneurs, both financial knowledge (b = −0.17) and risky
financial products (b = −2.52, p < 0.01) are negatively related to self-reported financial
well-being, but only the relationship between the use of risky financial products and
financial well-being is statistically significant. Both financial skills (b = 0.28, p < 0.01) and
financial access (b = 0.92, p < 0.01) have statistically significant and positive associations
with individual financial well-being. For higher-income entrepreneurs, only financial skills
(b = 0.33, p < 0.01) and financial access (b = 0.93, p < 0.05) have positive associations with
individual financial well-being.



J. Risk Financial Manag. 2023, 16, 181 7 of 10

Table 4. Regression analyses to predict financial well-being (N = 1878).

Variables
Low-Income

Entrepreneurs
(n = 134)

Low-Income
Non-entrepreneurs

(n = 1342)

Higher-Income
Entrepreneurs

(n = 402)

Financial knowledge −3.22 ** −0.17 1.82 *
Financial skills 0.32 *** 0.28 *** 0.33 ***
Financial access 1.19 0.92 *** 0.93 **

Use of risky financial products −3.31 ** −2.52 *** −0.80
* p < 0.10; ** p < 0.05; *** p < 0.01.

The Chow tests suggest that regression coefficients of financial skills, financial access,
and the use of risky financial products do not differ statistically across the three groups.
However, the positive correlation between financial knowledge and financial well-being
is stronger for low-income non-entrepreneurs and higher-income entrepreneurs than for
low-income entrepreneurs.

While not reported in Table 4, the results of control variables indicate that several
demographic characteristics are statistically associated with the financial well-being of
low-income entrepreneurs. For example, older adults (>62), Hispanic respondents, and
those with higher household incomes are more likely to report a higher financial well-being
sore. Married respondents have a lower level of financial well-being compared to their
non-married counterparts; marriage may indicate the need for extra financial resources for
low-income entrepreneurs to meet the household’s basic needs (e.g., childcare). Finally,
respondents living in a large household are more likely to have a higher financial well-
being score.

4. Discussion

Entrepreneurship brings great pecuniary and non-pecuniary benefits for individuals. It
not only provides opportunities for economic development and gains (Berglann et al. 2011)
but also offers greater freedom and job satisfaction (Bianchi 2012; Hamilton 2000;
Larsson and Thulin 2019). It is also a viable path to upward mobility, especially for mi-
norities and immigrants. For many poor individuals, entrepreneurship is appealing as an
avenue towards economic self-sufficiency and the American Dream (Laney 2013). Yet pur-
suing entrepreneurship can be especially challenging for low-income individuals, in part
due to a lack of education, skills, capital and social contacts (Acs 2008; Kugler et al. 2017)
and in part due to the poor infrastructure, labor supply, labor skills, and financial services
in low-income areas (Acs 2008; Choguill 1999; Leyshon and Thrift 1995). Despite all these
disadvantages, it is still believed that more low-income people would participate in en-
trepreneurial activities if impediments and disincentives were removed. In addition, with
appropriate policies and programs devised for aspiring low-income individuals, they can
become successful entrepreneurs (Sherraden et al. 2004). In the wake of the COVID-19
pandemic and the aftermath it left on low-income entrepreneurs, we suggest that pro-
moting financial capability among low-income entrepreneurs be an effective strategy to
protect their financial well-being from future crises. This study contributes to the literature
by empirically examining the association between financial capability and the financial
well-being of low-income entrepreneurs.

In this study, we analyze the 2016 NFWS data to investigate the financial well-being
of low-income entrepreneurs and how it relates to financial capability, including financial
knowledge, financial skills, and access to mainstream financial products and services. We
focus on financial concepts because managing personal and business finances have become
increasingly important and complex. To do so, individuals need to have access to a range of
financial services and products, which often require the exercise of advanced financial skills.
Many of these products and services are commonly used, such as online shopping, payment
systems, consumer credit, home mortgages, educational loans, insurance, and retirement
plans, and are subsidized by public policies. For example, in the United States, policies
provide incentives for retirement savings by offering tax benefits for plan contributions
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and earnings. Entrepreneurs need these financial services and products for their business
and financial well-being; nonetheless, they are often excluded from policy-subsidized
employment-based benefits, which may otherwise become more accessible if operated
through financial services and products (e.g., employment-based health insurance). At the
same time, small-scale entrepreneurs need financial skills to take advantage of the policies
and benefits, especially those targeting small businesses (e.g., government-subsidized small
business loans). All of these have made financial capability critical for entrepreneurs.

The findings show that, compared to higher-income counterparts, low-income en-
trepreneurs have statistically lower levels of financial well-being, financial knowledge,
financial skills, and access to mainstream financial products; they also have a statistically
higher risk of using high-fee alternative financial products. Low-income entrepreneurs
also have more barriers than low-income non-entrepreneurs to access mainstream financial
products. As a result, they are more likely to use high-risk alternative financial services.
The use of high-fee and risky financial products has a strong and negative association with
the financial well-being of low-income entrepreneurs.

A surprising finding is that financial knowledge has a negative association with
the financial well-being of low-income entrepreneurs, and this association is statistically
different from that for the other two groups. It is probably because, among low-income
entrepreneurs, those with more financial knowledge are also more aware of the financial
barriers and more concerned about their financial well-being. These barriers may negatively
affect their entrepreneurship and the use of appropriate and beneficial financial services.
Once they are equipped with better access to mainstream financial services and products,
then financial knowledge will play a positive role in promoting financial well-being, as
is observed in higher-income entrepreneurs and low-income non-entrepreneurs. In other
words, financial knowledge as a determinant of financial well-being depends on the external
opportunities to access appropriate and beneficial financial services and policies. This
finding further supports our argument that financial capability differentiates itself from
financial literacy/financial knowledge, and the latter, by itself, is not adequate to support
the financial well-being of low-income entrepreneurs.

Findings from this study point to the importance of financial capability, especially
financial skills and financial inclusion, in the financial well-being of low-income en-
trepreneurs. In order to promote the financial well-being and financial capability of
low-income individuals and prepare them for emergencies and crises, there is a need
to create a comprehensive financial guidance and policy support system, especially on pro-
moting financial inclusion or “opportunity to act”. During the pandemic, emergency fund
programs and public assistance at various levels have helped low-income entrepreneurs
absorb negative economic shocks and achieve long-term success. The Paycheck Protection
Program, established by the CARES Act in 2020, is a federal-level initiative that offers
loan forgiveness to small business borrowers who meet certain conditions. The Small
Business Administration and the U.S. Department of the Treasury support this program.
The Economic Injury Disaster Loans program, also administered by the Small Business
Administration, provides relief loans to small businesses and nonprofit organizations that
suffered a temporary loss of revenue. State and local governments also provide aid and
loan programs for small businesses. In 2020, about 75% of small businesses requested
Paycheck Protection Program loans, nearly 30% requested Economic Injury Disaster Loans,
and about 10% requested Small Business Administration loan forgiveness. These initiatives
and programs aim to alleviate the impact of economic crises on small businesses and
provide support for their recovery. These programs not only substantially increase small
business entrepreneurs’ access to financial services and resources not offered by the market
but also improve their financial capability.

5. Conclusions

To summarize, financial well-being, as a unique aspect of quality of life, can have
significant impacts on overall well-being and health. Few studies have examined the
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financial well-being of low-income entrepreneurs. Using the concept of financial capa-
bility, our study provides a unique approach to the financial well-being of low-income
entrepreneurs. The study has several limitations. While the 2016 NFWS data provides a
national representative sample and well-established measurement for financial capability
and financial well-being, it was collected before the COVID-19 pandemic. Therefore, future
research should further examine how the pandemic has affected the links between financial
capability and financial well-being when such data is made available. In addition, given
the small sample size of low-income entrepreneurs in the study and the cross-sectional
correlation design, it is not possible to identify the causal impacts of financial capability
on financial well-being. These limitations should be addressed in future research. Solid
research on the financial capability framework for low-income entrepreneurs will provide
a conceptual and empirical foundation for effective policies, programs, and interventions
that benefit low-income entrepreneurs’ financial security and financial well-being.

Author Contributions: Conceptualization, B.G. and J.H.; methodology, J.H.; software, J.H.; validation,
B.G. and J.H.; formal analysis, J.H.; investigation, B.G. and J.H.; resources, B.G.; data curation, J.H.;
writing—original draft preparation, B.G. and J.H.; writing—review and editing, B.G. and J.H.;
visualization, J.H.; supervision, J.H.; project administration, J.H.; funding acquisition, B.G. and J.H.
All authors have read and agreed to the published version of the manuscript.

Funding: This research was funded by the Kauffman Foundation, grant number G-201806-4478.

Institutional Review Board Statement: The project involves existing data sets which do not meet
the definition of human subjects research requiring IRB review.

Informed Consent Statement: Respondent consent was waived due to the public-available sec-
ondary survey data used in the study.

Data Availability Statement: Link to the publicly archived datasets is https://www.consumerfinance.
gov/data-research/financial-well-being-survey-data/ (accessed on 20 January 2023).

Acknowledgments: This project was supported by a grant from the Kauffman Foundation. The
opinions and conclusions expressed here are solely those of the authors and should not be construed
as representing the opinions or policies of the sponsoring agency.

Conflicts of Interest: The authors declare no conflict of interest.

References
Acs, Zoltan. 2008. State of literature on small-to medium-sized enterprises and entrepreneurship in low-income communities.

In Entrepreneurship in Emerging Domestic Markets. Boston: Springer, pp. 21–45.
Arping, Stefan, Gyöngyi Lóránth, and Alan Morrison. 2010. Public initiatives to support entrepreneurs: Credit guarantees versus

co-funding. Journal of Financial Stability 6: 26–35. [CrossRef]
Atkinson, Adele, and Flore-Anne Messy. 2011. Assessing financial literacy in 12 countries: An OECD/INFE international pilot exercise.

Journal of Pension Economics & Finance 10: 657–65.
Bartik, Alexander, Marianne Bertrand, Zoe Cullen, Edward Glaeser, Michael Luca, and Christopher Stanton. 2020. The impact of

COVID-19 on small business outcomes and expectations. Proceedings of the National Academy of Sciences 117: 17656–66. [CrossRef]
Berglann, Helge, Espen Moen, Knut Røed, and Jens Fredrik Skogstrøm. 2011. Entrepreneurship: Origins and returns. Labour Economics

18: 180–93. [CrossRef]
Bianchi, Milo. 2012. Financial development, entrepreneurship, and job satisfaction. Review of Economics and Statistics 94: 273–86.

[CrossRef]
Bloom, Nicholas, Roberts Fletcher, and Ethan Yeh. 2021. The Impact of COVID-19 on US Firms. No. w28314. Cambridge: National

Bureau of Economic Research. [CrossRef]
Choguill, Charles. 1999. Community infrastructure for low-income cities: The potential for progressive improvement. Habitat

International 23: 289–301. [CrossRef]
Collins, Michael. 2014. Financial Coaching: An Asset Building Strategy (Asset Funders Network Brief). Madison: University of Wisconsin-

Madison, Center for Financial Security. Available online: http://cfs.wisc.edu/briefs/AFN_FinacialCoaching_august.pdf
(accessed on 20 January 2023).

Consumer Financial Protection Bureau. 2015. Financial Well-Being: The Goal of Financial Education. Washington, DC: Consumer Financial
Protection Bureau.

https://www.consumerfinance.gov/data-research/financial-well-being-survey-data/
https://www.consumerfinance.gov/data-research/financial-well-being-survey-data/
http://doi.org/10.1016/j.jfs.2009.05.009
http://doi.org/10.1073/pnas.2006991117
http://doi.org/10.1016/j.labeco.2010.10.002
http://doi.org/10.1162/REST_a_00156
http://doi.org/10.3386/w28314
http://doi.org/10.1016/S0197-3975(98)00053-8
http://cfs.wisc.edu/briefs/AFN_FinacialCoaching_august.pdf


J. Risk Financial Manag. 2023, 16, 181 10 of 10

Consumer Financial Protection Bureau. 2017. National Financial Well-Being Survey: Public Use File User’s Guide. Washington, DC:
Consumer Financial Protection Bureau.

Fairlie, Robert. 2020. The Impact of COVID-19 on Small Business Owners: The First Three Months after Social-Distancing Restrictions. NBER
Working Paper No. 27462. Cambridge: National Bureau of Economic Research. [CrossRef]

Fang, Shu, and Jin Huang. 2022a. Social workers can help adults with complex needs with financial wellbeing. BMJ 378: o1928.
[CrossRef]

Fang, Shu, and Jin Huang. 2022b. Financial incentives for health should be standard practice. BMJ 376: o179. [CrossRef]
Gumus, Gulcin, and Tracy Regan. 2015. Self-employment and the role of health insurance in the U.S. Journal of Business Venturing 30:

357–74. [CrossRef]
Hamilton, Barton. 2000. Does entrepreneurship pay? An empirical analysis of the returns to self-employment. Journal of Political

Economy 108: 604–31. [CrossRef]
Huang, Jin, Yunju Nam, and Eun Jeong Lee. 2015. Financial capability and economic hardship among low-income older Asian

immigrants in a supported employment program. Journal of Family and Economic Issues 36: 239–50. [CrossRef]
Huang, Jin, Yunju Nam, and Margaret Sherraden. 2013. Financial knowledge and child development account policy: A test of financial

capability. Journal of Consumer Affairs 47: 1–26. [CrossRef]
Huang, Jin, Michael Sherraden, Margaret Sherraden, and Lissa Johnson. 2022. Effective finance to increase financial well-being for

low-income families: Empirical examination and policy implications. Journal of Consumer Affairs 56: 1638–57. [CrossRef]
Humphries, John Eric, Christopher Neilson, and Gabriel Ulyssea. 2020. The Evolving Impacts of COVID-19 on Small Businesses Since the

CARES Act. Cowles Foundation Discussion Paper No. 2230. New York: New York University. [CrossRef]
Idris, Adama, and Kenneth Chukwujioke Agbim. 2015. Micro-credit as a strategy for poverty alleviation among women entrepreneurs

in Nasarawa State, Nigeria. Journal of Business Studies Quarterly 6: 122–43.
Joo, Sohyun. 2008. Personal financial wellness. In Handbook of Consumer Finance Research. Edited by J. J. Xiao. New York: Springer,

pp. 21–34.
Knoll, Melissa, and Carrie Houts. 2012. The financial knowledge scale: An application of item response theory to the assessment of

financial literacy. Journal of Consumer Affairs 46: 381–410. [CrossRef]
Kugler, Maurice, Marios Michaelides, Neha Nanda, and Cassandra Agbayani. 2017. Entrepreneurship in Low-Income Areas. US Small

Business Administration Office of Advocacy. Available online: https://www.sba.gov/sites/default/files/437-Entrepreneurship-
in-Low-income-Areas.pdf (accessed on 20 January 2023).

Laney, Kahliah. 2013. Launching Low-Income Entrepreneurs; New York: Center for an Urban Future. Available online: https://files.eric.
ed.gov/fulltext/ED555604.pdf (accessed on 20 January 2023).

Langely, Paul. 2014. Equipping entrepreneurs: Consuming credit and credit scores. Consumption Markets & Culture 17: 448–67.
Larsson, Johan, and Per Thulin. 2019. Independent by necessity? The life satisfaction of necessity and opportunity entrepreneurs in 70

countries. Small Business Economics 53: 921–34. [CrossRef]
Leyshon, Andrew, and Nigel Thrift. 1995. Geographies of financial exclusion: Financial abandonment in Britain and the United States.

Transactions of the Institute of British Geographers, 312–41. [CrossRef]
Lin, Ken-Hou, Carolina Aragão, and Guillermo Dominguez. 2021. Firm size and employment during the pandemic. Socius 7:

2378023121992601. [CrossRef]
Ondiek, Benedict Alala, Fredrick Ochieng Deya, and John Busaka. 2013. Cash management techniques adopted by small and medium

level enterprises in eldoret town, Kenya. Research Journal of Finance and Accounting 4: 90–96.
Sherraden, Margaret, and Jin Huang. 2019. Financial Social Work. Encyclopedia of Social Work. Available online: https://oxfordre.

com/socialwork/view/10.1093/acrefore/9780199975839.001.0001/acrefore-9780199975839-e-923 (accessed on 20 January 2023).
Sherraden, Margaret. 2013. Building blocks of financial capability. In Financial Education and Capability: Research, Education, Policy, and

Practice. Edited by Julie Birkenmaier, Margaret Sherraden and Jami Curley. New York: Oxford University Press, pp. 3–43.
Sherraden, Margaret, Cynthia Sanders, and Michael Sherraden. 2004. Kitchen Capitalism: Microenterprise in Low-Income Households.

Albany: SUNY Press.
Sun Sicong, Jin Huang, Darrell Hudson, and Michael Sherraden. 2021. Cash transfers and health. Annual Review of Public Health 42:

363–80. [CrossRef] [PubMed]
Wong, Kuan Yew, and Elaine Aspinwall. 2004. Characterizing knowledge management in the small business environment. Journal of

Knowledge Management 8: 44–61. [CrossRef]
Xiao, Jing Jian, Jin Huang, Kirti Goyal, and Satish Kumar. 2022. Financial capability: A systematic conceptual review, extension and

synthesis. International Journal of Bank Marketing 40: 1680–1717. [CrossRef]

Disclaimer/Publisher’s Note: The statements, opinions and data contained in all publications are solely those of the individual
author(s) and contributor(s) and not of MDPI and/or the editor(s). MDPI and/or the editor(s) disclaim responsibility for any injury to
people or property resulting from any ideas, methods, instructions or products referred to in the content.

http://doi.org/10.3386/w27462
http://doi.org/10.1136/bmj.o1928
http://doi.org/10.1136/bmj.o179
http://doi.org/10.1016/j.jbusvent.2014.01.001
http://doi.org/10.1086/262131
http://doi.org/10.1007/s10834-014-9398-z
http://doi.org/10.1111/joca.12000
http://doi.org/10.1111/joca.12484
http://doi.org/10.2139/ssrn.3584745
http://doi.org/10.1111/j.1745-6606.2012.01241.x
https://www.sba.gov/sites/default/files/437-Entrepreneurship-in-Low-income-Areas.pdf
https://www.sba.gov/sites/default/files/437-Entrepreneurship-in-Low-income-Areas.pdf
https://files.eric.ed.gov/fulltext/ED555604.pdf
https://files.eric.ed.gov/fulltext/ED555604.pdf
http://doi.org/10.1007/s11187-018-0110-9
http://doi.org/10.2307/622654
http://doi.org/10.1177/2378023121992601
https://oxfordre.com/socialwork/view/10.1093/acrefore/9780199975839.001.0001/acrefore-9780199975839-e-923
https://oxfordre.com/socialwork/view/10.1093/acrefore/9780199975839.001.0001/acrefore-9780199975839-e-923
http://doi.org/10.1146/annurev-publhealth-090419-102442
http://www.ncbi.nlm.nih.gov/pubmed/33395543
http://doi.org/10.1108/13673270410541033
http://doi.org/10.1108/IJBM-05-2022-0185

	Introduction 
	Methods 
	Data and Sample 
	Measures 
	Analyses 

	Results 
	Sample Characteristics 
	Financial Well-Being and Financial Capability 
	Regression Results 

	Discussion 
	Conclusions 
	References

