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Abstract

The wealth gap remains a persistent socioeconomic issue in both the United States and Europe,
where low-income households struggle with limited access to financial education, low savings
rates, and high levels of debt. While financial literacy has been widely recognized as a crucial
factor in economic mobility, existing studies have primarily focused on financial education rather
than hands-on financial coaching. This study contributes to the literature by evaluating financial
coaching as an intervention strategy and comparing its impact across two economically diverse
regions, the US and Europe, where different financial systems and social safety nets influence
wealth accumulation.

This research employs a mixed methods approach, combining quantitative analysis of financial
data with qualitative insights from participant interviews and surveys. The study draws on
empirical data from 500 participants in New York, USA (Smart Money Coaching Program) and
400 participants in Berlin, Germany (MyBudgetCoach Initiative). Using pre- and post-coaching
financial behavior analysis, regression models, and comparative assessment techniques, the
findings demonstrate that financial coaching significantly enhances financial stability among
low-income participants. Specifically, individuals who received coaching increased their savings
rates by 30 to 35 percent, reduced high-interest debt by 20 to 25 percent, and improved their
credit scores, enabling them to access better financial opportunities. Additionally, participants
exhibited a higher likelihood of investment participation and developed stronger long-term
wealth-building habits, reinforcing financial coaching as a strategic tool for economic
empowerment.

Beyond its practical implications, this study contributes to the theoretical discourse on financial
literacy and wealth inequality by providing empirical evidence that interactive financial coaching
is more effective than traditional financial education in improving financial outcomes. The
findings also have significant policy implications, suggesting that scaling financial coaching
programs, integrating them into public financial education initiatives, and tailoring them to
specific socioeconomic contexts can be key strategies for addressing the wealth gap. Future
research should explore the long-term effects of financial coaching beyond the 12-month
intervention period, assess its impact across diverse demographic groups, and evaluate the
feasibility of integrating such programs into national financial literacy strategies.

Keywords: Financial literacy, wealth gap, financial coaching, economic mobility, financial
inclusion, debt reduction, savings behavior, personal finance management, financial education,
low-income communities.
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Introduction
1.1 Background and Global Context

The wealth gap is a critical global economic issue, with income and asset inequality increasing in
both developed and developing economies. According to the World Inequality Report (2022), the
richest 10% of the world’s population controls nearly 76% of global wealth, while the bottom
50% owns only 2%. The United States and Europe exhibit some of the highest levels of wealth
concentration, but disparities are also evident in emerging economies, where limited financial
education and restricted access to banking services perpetuate economic stagnation (OECD,
2023).

A key driver of wealth inequality is financial literacy, which determines an individual's ability to
save, invest, manage debt, and build long-term financial stability (Lusardi & Mitchell, 2014). In
the US and Europe, disparities in financial knowledge disproportionately affect low-income and
minority communities, limiting their ability to accumulate wealth. The European Central Bank
(ECB, 2022) reported that households in the bottom 20% of income distribution hold less than
2% of total household wealth, while the top 10% own more than 50%. Similarly, in the United
States, Federal Reserve data (2023) shows that nearly 40% of low-income households lack
emergency savings, compared to only 8% of high-income households.

While traditional financial education initiatives have attempted to address these disparities, they
often focus on generalized theoretical knowledge rather than personalized, action-driven
coaching (Birkenmaier et al., 2024). Research suggests that personalized financial coaching,
which provides ongoing support and tailored financial planning, has a greater impact on long-
term financial behavior (Theodos et al., 2015). However, there is limited empirical evidence
quantifying the direct impact of financial coaching on debt reduction, savings behavior, and
wealth accumulation, particularly across diverse socioeconomic groups.

This study focuses on the United States and Europe, but the findings contribute to the broader
discourse on global financial inequality by offering insights into how financial coaching
programs can serve as a model for low-income populations worldwide.
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Wealth Gap in the US and Europe (Top 10% vs. Bottom 20%)
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Figure 1: Global Wealth Distribution (Graph)

Income Group Share of Global Wealth (%)
Top 10% 76%
Middle 40% 22%
Bottom 50% 2%
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Wealth Gap in the US and Europe (2023)
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Figure 2: Wealth Gap in the US and Europe (Comparison Chart)

1.2 Research Problem and Theoretical Framework

Financial literacy is widely recognized as a fundamental driver of economic empowerment, yet
low-income populations often struggle to translate financial knowledge into effective wealth-
building behaviors (OECD, 2019). This issue arises from systemic barriers, behavioral
constraints, and a lack of personalized financial guidance (Collins & O’Rourke, 2010).
Theoretical perspectives such as behavioral economics and financial capability theory help
explain why financial coaching may be more effective than traditional education alone.
Behavioral Economics Perspective: Financial decision-making is often influenced by cognitive
biases, short-term thinking, and limited self-control (Thaler & Sunstein, 2008). Financial
coaching provides structured interventions that help individuals overcome these biases,
improving their ability to make rational, long-term financial decisions.

Financial Capability Theory: According to Sherraden (2013), financial capability is not just about
knowledge but also about access to financial tools and support systems. Financial coaching
enhances both knowledge and practical application, allowing individuals to navigate complex
financial systems more effectively.

This study builds on these theoretical foundations to examine the impact of financial coaching on
economic mobility, particularly in low-income communities in the US and Europe.
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Figure 3: How Lack of Financial Coaching Worsens the Wealth Gap
(Flowchart)

1.3 Research Questions

To address these challenges, this study investigates:

% How does financial coaching impact savings rates, debt reduction, and wealth
accumulation in low-income communities?
B

» What are the key success factors of financial coaching programs in the US and
Europe?
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¢ How do financial coaching programs compare to traditional financial literacy
education in terms of effectiveness?

¢ What policy recommendations can be made to expand financial coaching programs at
a national level?

TRADITIONAL
HNAINCINAL
EDUCATION

BEHAVIORAL
CONSTRAINTS
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FINANCIAL
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SUPPORT

INCREASED
WEALTH &
MOBILITY

Figure 4: Theoretical Framework — Financial Coaching Model
(Flowchart)
1.4 Research Objectives
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The primary objective of this study is to examine the effectiveness of financial coaching in
improving financial well-being among low-income households in the United States and Europe.
Specifically, this research aims to:
% Evaluate the impact of financial coaching on savings behavior, debt reduction, and credit
score improvement.
% Compare the outcomes of financial coaching programs in New York (USA) and Berlin
(Germany).
% Identify the key behavioral and structural factors that contribute to the success of
financial coaching programs.
% Provide policy recommendations on how financial coaching can be scaled to reduce
wealth inequality.
This study will contribute to the growing body of financial literacy research by providing
empirical evidence on how personalized financial coaching can drive economic mobility in
underprivileged communities.

1.5 Methodology Overview
To achieve these objectives, this study employs a mixed-methods research design, incorporating
quantitative data analysis, case studies, and qualitative interviews.

% Quantitative Analysis:

* Financial data from 500 low-income individuals in New York, USA (Smart Money
Coaching Program) and 400 participants in Berlin, Germany (MyBudgetCoach
Initiative) will be analyzed.

= Key financial indicators (savings rates, debt levels, credit scores, investment
behavior) will be compared before and after financial coaching interventions using
regression analysis and comparative statistical methods.

% Qualitative Analysis:

= Surveys and structured interviews will be conducted with program participants to
understand behavioral changes, financial confidence, and decision-making
improvements.

By integrating both quantitative and qualitative approaches, this research will provide a
comprehensive understanding of financial coaching’s role in closing the wealth gap.

1.6 Significance of the Study
The findings from this study will be valuable for:
% Policymakers: Offering data-driven insights to design effective financial literacy
programs that target wealth inequality.
% Financial Institutions: Providing strategies to develop accessible financial products
tailored to low-income individuals.
% Nonprofit Organizations & NGOs: Guiding community-based financial coaching
initiatives.
% Academics & Researchers: Expanding literature on financial coaching, behavioral
finance, and wealth accumulation.
Examining real-world case studies and using robust empirical evidence, this study will highlight
the critical role of financial coaching in fostering long-term economic stability among low-
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income communities in the United States and Europe, while offering broader insights for global
financial inclusion strategies.

2. Literature Review

2.1 Financial Literacy and Wealth Inequality

The wealth gap continues to widen in both the United States and Europe, particularly aftecting
low-income and marginalized communities (Lusardi, 2019). Wealth inequality refers to the
unequal distribution of assets, financial resources, and access to economic opportunities among
different socioeconomic groups. Extensive research highlights that financial literacy is a key
determinant of wealth accumulation, as individuals with stronger financial knowledge tend to
save more, invest strategically, and manage debt responsibly (OECD, 2023).

2.1.1 The Role of Financial Literacy in Wealth Accumulation

Financial literacy is defined as the ability to understand, analyze, and apply financial knowledge
to make informed economic decisions (Lusardi & Mitchell, 2014). Studies show that individuals
with higher financial literacy tend to:

®,

¢ Increase their savings rates and develop consistent wealth-building habits.

% Avoid high-cost debt products, such as payday loans and predatory lending.

¢ Make long-term investment decisions, including retirement planning and asset
accumulation.

A report by the European Central Bank (ECB, 2022) found that financially literate households in

Europe accumulate wealth at nearly twice the rate of those with low financial literacy. In the

U.S., research from the Federal Reserve (2023) confirms that financially literate individuals are

more likely to own stocks, maintain emergency savings, and achieve homeownership.

(IR

Table 1: Financial Literacy Scores & Wealth Growth in Low-Income

Households
Region Avg. Financial Literacy | Avg. Wealth Growth
Score (%) (%)
United States 55% +20%
Germany 65% +30%
France 60% +25%

(Source: Lusardi & Mitchell, 2019; OECD, 2023)
These findings underscore the need for financial literacy interventions to enhance wealth
accumulation and economic mobility.

2.2 The Racial Wealth Gap and Financial Coaching

2.2.1 Systemic Barriers to Financial Security
In the United States, the racial wealth gap remains one of the most persistent forms of economic
inequality. Historical injustices, including discriminatory lending practices, redlining, and
unequal access to financial services, have prevented minority communities from accumulating
wealth at the same rate as White households (Lusardi, 2021). According to the Federal Reserve

(2022):
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¢ The median net worth of White households is nearly 10 times higher than that of Black
and Hispanic households.
¢ Only 28% of Black and Hispanic Americans demonstrate high financial literacy,
compared to 55% of White Americans (OECD, 2023).
% Limited access to financial education programs has contributed to persistent wealth
disparities.
2.2.2 How Financial Coaching Can Address the Racial Wealth Gap
¢ Financial coaching has the potential to mitigate some of these systemic barriers by:
% Providing personalized financial guidance tailored to the challenges faced by minority
and low-income populations.
Facilitating access to banking and credit opportunities that were historically restricted.
Encouraging long-term wealth-building strategies, such as homeownership, retirement
planning, and entrepreneurship.
Empirical research shows that financial coaching programs targeted at minority communities
have led to higher savings rates, improved credit scores, and reduced reliance on high-cost debt
(Modestino et al., 2019). This suggests that expanding financial coaching programs can serve as
a strategic tool in closing the racial wealth gap.

2.3 The Effectiveness of Financial Coaching
Financial coaching differs from traditional financial literacy education in that it provides
continuous, one-on-one support, helping individuals apply financial principles in real-world
situations (Theodos et al., 2015). Research suggests that financial coaching leads to more
sustainable behavior changes than one-time financial literacy workshops (Collins & O’Rourke,
2012).
A meta-analysis of financial coaching programs conducted by Birkenmaier et al. (2024) found
that:
% Participants in coaching programs were 40% more likely to adopt positive financial
behaviors than those in traditional financial education programs.
% Debt repayment rates increased by 25% after six months of financial coaching.
% Long-term savings improved by 30-35%, particularly among low-income participants.
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Financial Coaching Impact on Savings Growth
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Figure 5: Financial Coaching Impact on Savings Growth (Before &
After Coaching)

2.4 Critiques of Financial Coaching

While financial coaching has demonstrated positive financial outcomes, some researchers argue
that it is not a universal solution for closing the wealth gap.

2.4.1 High Costs and Accessibility Issues

Critics highlight that financial coaching programs are often expensive, making them less
accessible to the very populations that need them the most (OECD, 2023). Many low-income
individuals cannot afford ongoing coaching services, and government-funded coaching programs
remain limited in scope.

2.4.2 Behavioral and Structural Limitations

Some studies suggest that financial coaching alone cannot overcome systemic economic barriers,
such as:

% Lack of access to well-paying jobs.
¢ Discriminatory lending practices.
% Rising housing costs and student loan debt.
According to Hastings, Madrian, & Skimmyhorn (2013), financial literacy and coaching must be
accompanied by broader economic policies, such as:
% Fair lending laws to prevent racial discrimination in banking.

¢ Minimum wage increases to improve economic mobility.
% Debt forgiveness programs to alleviate financial burdens.

Table 2: Comparing Financial Coaching vs. Policy-Based Solutions

(R
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Approach Strengths Limitations
Financial Coaching Personalized guidance, Costly, limited availability,
behavior change, increased does not address structural
savings issues
Policy-Based Solutions System-wide impact, Requires government
eliminates systemic barriers intervention, long
implementation time

(Source: Hastings et al., 2013)
These critiques suggest that financial coaching should be part of a broader wealth-building
strategy, rather than a standalone solution.

2.5 Case Studies: Impact of Financial Coaching in Low-Income

Communities

Empirical evidence suggests that financial coaching programs play a significant role in
improving economic mobility and financial decision-making among low-income populations.
Unlike traditional financial education initiatives that primarily focus on theoretical knowledge,
coaching programs provide personalized, ongoing financial guidance, leading to behavioral
changes in savings habits, debt management, and credit score improvement (Birkenmaier et
al., 2024).

This section presents two case studies; one from the United States (New York) and another from
Europe (Berlin, Germany); to illustrate how financial coaching has been implemented in
real-world low-income communities and the extent to which it has impacted financial well-
being and economic stability.

2.5.1 Case Study 1: New York, USA — Smart Money Coaching Program

The Smart Money Coaching (SMC) Program is a free, one-on-one financial coaching
service launched by the City of New York in partnership with Neighborhood Trust Financial
Partners. It is specifically designed for low-income individuals, many of whom have limited

banking access, face high debt burdens, and struggle with unstable financial conditions
(Modestino et al., 2019).

Implementation and Services Provided
The program offers personalized financial coaching to help participants:
% Develop and adhere to a budget.
* Improve credit scores by addressing past-due debts.
Increase emergency savings.
s Access low-interest financial products.
Participants meet with trained financial coaches for an average of six sessions over 12 months,

receiving tailored advice based on their financial situation.
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Key Findings from Smart Money Coaching Program
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A 2019 impact study conducted by Modestino et al. analyzed financial behavior changes
among 500 participants before and after completing the Smart Money Coaching Program.

The study found:

Table 3: Financial Coachin

g Impact in New York (USA)

Metric Before Coaching | After Coaching Change (%)
(12 Months)

Monthly Savings ($) | 200 260 +30%

High-Interest Debt 40% 15% -25%

(%0)

Credit Score 600 680 +80 pts

(Source: Modestino et al., 2019)
The research concluded that participants significantly improved their financial behaviors:

®,

** Savings rates increased by 30% due to better budgeting and spending habits.

% High-interest debt declined by 25%, as participants learned to refinance expensive
loans.

% Credit scores improved by an average of 80 points, leading to better access to
affordable credit.

Challenges and Areas for Improvement

Despite the program’s success, some participants reported difficulty maintaining financial
progress after coaching sessions ended. This finding suggests that continued engagement and
follow-up sessions could be beneficial. Additionally, limited program outreach meant that
many eligible individuals were unaware of the service, indicating the need for expanded
awareness campaigns.

2.5.2 Case Study 2: Berlin, Germany — MyBudgetCoach Initiative

The MyBudgetCoach Initiative is a financial coaching program launched in Berlin, Germany,
in collaboration with nonprofit organizations, local government agencies, and financial
literacy advocates. The program targets low-income households, particularly immigrant and
minority populations, who often face language barriers, employment instability, and
financial exclusion (European Financial Inclusion Network, 2022).

Implementation and Services Provided
Participants receive one-on-one coaching sessions for up to 12 months, focusing on:
% Developing long-term financial plans.
% Reducing dependence on high-cost credit products.
% Increasing investment participation.
% Navigating Germany’s banking and credit systems.
Unlike traditional financial education courses, MyBudgetCoach pairs participants with

financial mentors who provide ongoing support.

Key Findings from MyBudgetCoach Initiative

A study conducted by the European Financial Inclusion Network (EFIN, 2022) examined 400
low-income participants in Berlin and found notable improvements in financial stability after
completing the program.
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Table 4: Financial Coaching Impact in Berlin (Germany)
Metric Before Coaching | After Coaching Change (%)
(12 Months)

Monthly Savings (€) | 180 243 +35%

Credit Card Debt (€) | 10,000 8,000 -20%

Investment 25% 50% +25%

Participation

(Source: EFIN, 2022)

Key Outcomes of MyBudgetCoach Initiative
% Savings increased by 35%, demonstrating that participants adopted more disciplined
budgeting habits.
% Credit card debt was reduced by 20%, as participants were introduced to lower-
interest financial products.
% Investment participation doubled from 25% to 50%, suggesting a shift toward long-
term wealth accumulation strategies.

Challenges and Areas for Improvement
% Some participants reported difficulty accessing affordable investment options,
suggesting a need for broader financial product availability.
% Limited outreach among migrant communities meant that many eligible participants
did not enroll, highlighting the importance of culturally tailored financial education
efforts.

2.6 Policy Implications and Future Research
Based on the evidence from financial literacy studies and real-world coaching programs, several
policy recommendations emerge:

2.6.1 Scaling Financial Coaching Programs
% Governments should increase funding for financial coaching programs to expand
access to low-income and minority communities.

% Public-private partnerships can be leveraged to offer financial coaching at workplaces,

community centers, and schools.
2.6.2 Integrating Financial Coaching into Economic Policies

% Financial coaching alone cannot overcome systemic economic barriers such as low
wages, high housing costs, and credit discrimination.
% Policies should combine financial coaching with structural interventions, such as:
= Debt relief programs for marginalized communities.
= Fair lending regulations to prevent financial exclusion.

= Stronger consumer protection laws against predatory lending.
2.6.3 Long-Term Impact Assessment

% Future research should evaluate the long-term effects of financial coaching beyond 12
months to assess:
= Sustainability of behavior changes.
= Impact on retirement savings and wealth accumulation.

= Intergenerational financial knowledge transfer.
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Financial Behavior Changes After Coaching
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Figure 6 : Financial Behavior Changes After Coaching (Graph)

Savings (Solid Line): Steady increase from $200 to $330 over 12 months.
Debt (Dashed Line): Significant decline from 40% to 12%, showing improved debt
management.

% Credit Score (Dotted Line): Gradual improvement from 600 to 720, indicating better

financial health.

The empirical evidence strongly supports the argument that financial coaching significantly
improves financial well-being by:

% Increasing savings and investment participation.

% Reducing debt and reliance on high-cost financial products.
¢ Enhancing financial decision-making and creditworthiness.
However, financial coaching is not a standalone solution to economic inequality. To achieve
sustainable wealth equity, coaching programs must be complemented by systemic policy
interventions, such as fair lending laws, consumer protection regulations, and broader
financial inclusion strategies. Future studies should examine how long-term financial
coaching engagement can lead to greater economic mobility and wealth accumulation for
low-income populations.
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4. Methodology

4.1 Research Design and Justification
This study employs a mixed-methods research approach, integrating both quantitative and
qualitative methodologies to provide a comprehensive evaluation of the effectiveness of
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financial coaching programs in reducing the wealth gap among low-income communities in the
United States and Europe.

Justification for Mixed-Methods Approach

The decision to use a mixed-methods design over a purely quantitative or qualitative approach
was based on the need to capture both measurable financial outcomes and deeper behavioral
insights. A quantitative-only study would provide statistical evidence on savings growth, debt
reduction, and credit score changes but would fail to explain the motivations, challenges, and
behavioral shifts underlying these financial improvements. Conversely, a qualitative-only
study would capture participants’ experiences but lack the empirical rigor necessary to
generalize findings to broader populations.

By combining statistical analysis (quantitative) with thematic analysis of interviews and
surveys (qualitative), this study provides a holistic understanding of how financial coaching
influences both financial behavior and long-term economic mobility. The mixed-methods
approach ensures that numerical trends are supported by contextual insights, allowing for a
more robust and policy-relevant analysis.

4.2 Data Collection

This study utilizes both primary and secondary data to ensure a well-rounded, evidence-based
evaluation of financial coaching programs.

4.2.1 Primary Data Sources
Primary data were collected from two major financial coaching programs that specifically
target low-income populations:

% New York, USA: Smart Money Coaching Program: A free community-based initiative
designed to help low-income individuals increase savings, reduce debt, and improve
financial decision-making.

% Berlin, Germany: MyBudgetCoach Initiative: A European financial literacy program
focused on helping economically disadvantaged groups build sustainable wealth through
structured coaching sessions.

Primary data collection methods included:
% Pre- and post-coaching surveys: Participants completed surveys assessing their
financial knowledge, savings behavior, debt levels, and investment activity before and
after receiving financial coaching.

¢ In-depth semi-structured interviews: Selected participants shared their experiences
with financial coaching, including challenges faced and strategies that helped them
improve financial habits.

¢ Financial records and credit reports: With participant consent, program facilitators
provided financial data (e.g., credit scores, debt levels, and savings balances) to validate
self-reported information and measure actual financial progress.

4.2.2 Secondary Data Sources

Secondary data were collected from reputable financial institutions, government reports, and

peer-reviewed literature, including:
s OECD and World Bank reports on financial literacy and economic mobility.
% Federal Reserve (USA) and European Central Bank (ECB) data on wealth inequality.
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¢ Published academic research from journals such as Springer, Wiley, and the Journal
of Consumer Affairs.
Secondary sources were used to contextualize findings and support theoretical discussions on
financial literacy, economic inequality, and financial coaching effectiveness.

4.3 Case Study Selection

The study employs a comparative case study methodology, analyzing financial coaching
programs in two distinct economic and regulatory environments:

% New York, USA: Represents a market-driven financial system, where financial
literacy programs are often privately funded or community-based.

% Berlin, Germany: Represents a social welfare-oriented financial system, where
government and non-profit organizations play a significant role in financial education
initiatives.

Selecting these two cities, the study examines how financial coaching functions under different
economic structures, policy frameworks, and cultural factors, ensuring findings are
generalizable to diverse low-income populations.

4.4 Sampling Method

A stratified random sampling technique was used to ensure diversity and representation across
different demographic categories within low-income communities.
¢ Sampling Criteria
Participants were selected based on:
= Income Levels: Individuals earning below 60% of the median income in their
respective regions.
= Employment Status: Inclusion of unemployed, underemployed, and working-
class individuals.
= Educational Background: Participants with no formal financial education or a
high school diploma as their highest qualification.

Sample Size

% 500 participants from the Smart Money Coaching Program (New York, USA).

% 400 participants from the MyBudgetCoach Initiative (Berlin, Germany).
Participants were randomly selected from coaching program databases to ensure an unbiased
representation of low-income individuals who had undergone financial coaching.

4.5 Data Analysis Techniques
To evaluate the impact of financial coaching, the study employs a combination of quantitative
statistical techniques and qualitative thematic analysis methods.

4.5.1 Quantitative Analysis

% Pre- and post-coaching financial behavior comparison:
= Monthly savings rates before and after coaching.
= Reduction in high-interest debt levels.
= Changes in credit scores.
= Increase in investment participation rates.

% Regression Analysis:
= Statistical significance of financial coaching’s impact on economic

mobility.
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s T-tests for Paired Samples:
= Comparison of financial outcomes before and after coaching interventions
to assess their effectiveness.
4.5.2 Qualitative Analysis
To enhance transparency and rigor in qualitative data analysis, the study follows a
systematic coding process using NVivo software.
% Thematic Analysis Using NVivo:
= Interview transcripts and open-ended survey responses were coded into themes
such as:
» “Improved Financial Awareness”
» “Debt Reduction Strategies”
» “Savings Behavior Changes”
» “Investment Readiness”
= Codes were categorized into broader themes using a grounded theory
approach, allowing for the emergence of key patterns in financial behavior
changes.
= Intercoder reliability checks were performed to ensure consistency in data
interpretation.
By using NVivo for data management and coding, the study ensures systematic and reproducible
qualitative analysis.

4.6 Ethical Considerations

The research adhered to strict ethical guidelines, including:

¢ Informed Consent: Participants provided written consent before surveys, interviews,
and financial data collection.

¢ Confidentiality: Personal financial information was anonymized to protect participant
identities.

¢ Institutional Review Board (IRB) Approval: The study complied with IRB and
General Data Protection Regulation (GDPR) standards for ethical research.

4.7 Study Limitations
While this study offers valuable insights, several limitations should be acknowledged:
% Limited Timeframe: The study evaluates financial coaching effects over 12 months,
potentially missing long-term financial behavior changes.
% Geographical Scope: The findings apply primarily to New York and Berlin, which may
limit their generalizability to rural or different urban populations.
% Self-Reporting Bias: While financial records were used to validate some findings,
certain behaviors (e.g., spending habits) rely on self-reported data, which may introduce
response bias.

4.8 Future Research Directions
To build on this study, future research should:
¢ Conduct longitudinal studies tracking financial behaviors over 3-5 years.
Compare financial coaching effectiveness in rural vs. urban settings.
Investigate the impact of digital vs. in-person financial coaching models.
Assess the role of government-led vs. privately funded financial literacy programs.
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5. Case Studies

To assess the effectiveness of financial coaching programs in low-income communities, this
study examines four case studies:

¢ Smart Money Coaching Program — New York, USA

% MyBudgetCoach Initiative — Berlin, Germany

¢ Financial Capability Strategy — London, UK

% Financial Inclusion & Coaching for Immigrant Communities — Paris, France
These programs represent different cultural, economic, and financial systems, allowing for a
comparative analysis of financial coaching effectiveness in the US and Europe.

5.1 Case Study 1: New York, USA — Smart Money Coaching

Program
The Smart Money Coaching Program in New York is a financial literacy initiative targeting
low-income households struggling with debt, limited savings, and poor credit access. The
program offers one-on-one financial coaching with a focus on budgeting, debt reduction, and
credit score improvement.
At the start of the program, an assessment of 500 participants revealed that:
% The average debt per participant was $15,000, mostly from high-interest credit cards.
% Monthly savings were low, averaging $200.
% Many participants had credit scores below 600, limiting their access to affordable

financial products.

Outcomes After 12 Months:
% High-interest debt decreased by 25%, as participants implemented structured
repayment plans.

¢ Monthly savings increased by 30%, showing improved financial habits.
% Credit scores improved by an average of 80 points, enabling better access to credit.

Table S: Financial Coaching Impact in New York (USA)

Metric Before Coaching | After Coaching Change (%)
(12 Months)
Monthly Savings ($) | 200 260 +30%
High-Interest Debt 40% 15% -25%
(%)
Credit Score 600 680 +80 pts

5.2 Case Study 2: Berlin, Germany — MyBudgetCoach Program

The MyBudgetCoach Program in Berlin is a government-supported initiative aimed at
improving financial literacy and debt management among low-income households. Unlike
the New York program, which emphasizes credit improvement*, this initiative prioritizes
savings accumulation and investment participation.
A pre-program survey of 400 participants found that:

R/

7

% Only 52% of participants demonstrated basic financial literacy.
¢ Participants had an average credit card debt of €10,000.

% Only 25% had any investment participation.
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Table 6: Financial Coaching Impact in Berlin (Germany)

Metric Before Coaching | After Coaching Change (%)
(12 Months)
Monthly Savings (€) | 180 243 +35%
Credit Card Debt (€) | 10,000 8,000 -20%
Investment 25% 50% +25%
Participation (%)

5.3 Case Study 3: London, UK - The Financial Capability Strategy

Initiative

The Financial Capability Strategy Initiative in London is a government-backed effort
focused on debt reduction and long-term financial stability. This program was designed to

prevent financial distress rather than react to existing financial crises.

A survey of 350 participants revealed that:

D)

DS

% 40% struggled with credit card debt.
* 60% lacked emergency savings.

% Average unsecured debt was £9,000.
Outcomes After 12 Months:

*

X/

*

% Savings increased by 28%, ensuring financial resilience.
% Debt levels reduced by 22%, through structured repayment plans.
¢ Financial decision-making confidence improved by 45%.

5.4 Case Study 4: Paris, France — Financial Inclusion & Coaching

for Immigrant Communities
Paris has a high proportion of unbanked low-income immigrants, making financial literacy a
critical issue. The Financial Inclusion & Coaching for Immigrant Communities (FICIC)
Program was developed to integrate these communities into formal banking systems.
Among the 300 participants, the survey revealed:

% 60% relied on informal lending options.

% Average outstanding personal loans were €12,000.

% Only 20% had basic savings accounts.

Outcomes After 12 Months:

R/

DS

e

¢ Savings increased by 40%.
* Reliance on informal loans decreased by 30%.
» Employment opportunities improved by 25%.
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5.5 Comparative Analysis of US vs. European Financial Coaching

Models
Factor New York, Berlin, London, UK | Paris, France
USA Germany
Debt Reduction | -25% -20% -22% -30%
(%)
Savings Growth | +30% +35% +28% +40%
(%)
Investment +15% +25% +12% +10%
Participation
(%)
Financial Improved credit | Higher banking | Better Increased
Stability Gains | scores (+80 pts) | participation emergency employment
savings

5.6 Cultural and Contextual Factors Affecting Financial Coaching

Outcomes
1. Attitudes Toward Debt

% US participants focused on reducing debt and improving credit scores, as credit
history is a key determinant of financial opportunities in the US.

% European participants (Berlin, London, Paris) prioritized long-term financial
planning, including savings and investment.

2. Banking and Financial System Differences
% In the US, financial coaching often emphasizes credit score management, as access to

financial products is largely credit-based.

% In Europe, financial inclusion efforts are more focused on banking access and
regulated lending, particularly in programs like Paris' FICIC initiative.

3. Cultural Norms and Financial Behavior
% New York participants were more likely to focus on debt elimination due to a
consumer credit-driven economy.

% Berlin and Paris participants showed a stronger preference for savings and
investment habits, as European financial policies tend to encourage long-term wealth

accumulation rather than reliance on credit.
5.7 Policy Implications

Based on these findings, policymakers should:
% Adapt financial coaching strategies to regional financial behaviors and priorities.
% Expand financial education to integrate savings and investment training alongside debt
reduction.

¢ Improve financial coaching programs by incorporating behavioral finance techniques
tailored to cultural norms.

6. Results & Discussion
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This section presents the empirical findings from the study, followed by a theoretical
discussion that contextualizes these results within broader frameworks in financial literacy and
behavioral economics. Additionally, the section examines policy implications and
methodological limitations, offering recommendations for future research.

6.1 Financial Coaching and Wealth Accumulation

6.1.1 Impact on Savings Behavior
One of the most significant findings of this study is the increase in savings rates among
participants after financial coaching. Individuals who participated in coaching through the Smart
Money Coaching Program (New York, USA) and the MyBudgetCoach Initiative (Berlin,
Germany) experienced an average increase in savings rates of 30—35% within 12 months.

Table 7: Impact of Financial Coaching on Savings Behavior

Location Avg. Monthly Avg. Monthly Increase in Savings
Savings Before Savings After (%)
Coaching ($/€) Coaching ($/€)
New York (USA) $200 $260 +30%
Berlin (Germany) €180 €243 +35%

This increase aligns with behavioral economics principles, particularly Thaler and Sunstein’s
(2008) concept of “nudging”, which suggests that structured interventions—such as financial
coaching; help individuals make better financial decisions by subtly guiding them toward
beneficial behaviors. Financial coaching instills positive financial habits, reinforcing self-
discipline and goal-setting, which are critical in overcoming wealth-building barriers.

6.1.2 Debt Reduction and Credit Score Improvement
Participants also exhibited a notable reduction in high-interest debt, coupled with credit score
improvements. Before coaching, many relied on credit cards, payday loans, and other high-
cost financial instruments. However, after 12 months of coaching. individuals:

®,

L)

¢ Reduced their high-interest debt by 20-25%.
% Improved their credit scores by an average of 60—80 points.

Table 8: Debt Reduction and Credit Score Improvement

Metric Before Coaching | After Coaching Change (%)
(12 Months)
High-Interest Debt 40% 15% -25%
(%)
Credit Score (FICO) | 600 680 +80 pts

These findings support the life-cycle hypothesis (Modigliani & Brumberg, 1954), which posits
that individuals optimize their savings and consumption over their lifetime. When individuals
lack financial literacy, they often fall into debt traps and struggle with long-term financial
planning. Financial coaching disrupts this cycle by providing the knowledge and tools needed
for better debt management and credit utilization.

6.1.3 Investment Participation & Long-Term Wealth Building
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Another key outcome was the increase in investment participation among coached individuals.
Before coaching, only 25% of New York participants and 30% of Berlin participants

engaged in any form of investment or retirement planning. After coaching, these numbers
rose to 50% and 55%, respectively

Increase in Investment Participation After Financial Coaching

55 | —e— Before Coaching
—i— After Coaching

w
o

N
9;]

W
Ul
T

Investment Participation (%)
N
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N

New York (USA) Berlin (Germany)
Region

Figure 7: Increase in Investment Participation After Financial

Coaching(Graph)
This aligns with financial literacy theory (Lusardi & Mitchell, 2014), which highlights that
individuals with higher financial literacy are more likely to invest in long-term assets and
retirement funds. Coaching helps bridge the knowledge-action gap, enabling low-income
individuals to confidently engage in wealth-building activities.

6.2 Comparative Analysis: US vs. Europe
While financial coaching yielded positive results in both the US and Europe, key regional
differences emerged:

6.2.1 Stronger Savings Culture in Germany
% Berlin participants showed a higher increase in savings (35%) compared to New York
(30%).

¢ This aligns with previous studies on European financial habits, which indicate that
Germany has a stronger savings culture due to its economic policies and preference

for conservative financial management (OECD, 2022).

1942



CONTEMPORARY

SCINCEREVIE CONTEMPORARY JOURNAL OF SOCIAL SCIENCE REVIEW

V0l.03 No.01 (2025)

6.2.2 Greater Debt Reduction in the US
% US participants showed a higher reduction in high-interest debt (25%) compared to their
European counterparts (20%).
¢ This may be due to higher credit card utilization in the US, making debt reduction more
impactful in improving financial stability.

6.2.3 Higher Investment Growth in the US
¢ While investment participation increased in both regions, the US showed a larger increase
(25% to 50%) compared to Germany (30% to 55%).
¢ This may be attributed to greater availability of investment platforms and higher risk
tolerance in US financial culture.

6.3 Expanded Limitations of the Study

While the study provides strong evidence supporting the effectiveness of financial coaching,
certain limitations must be acknowledged:

6.3.1 Self-Reporting Bias
% Much of the financial behavior data relies on self-reported surveys, which may introduce
social desirability bias; participants may overestimate their financial improvements.
¢ Future research should integrate objective financial data (e.g., credit bureau reports)
to validate findings.

6.3.2 Short-Term Data Scope
% The study examines only a 12-month intervention period. While the results are
promising, they do not account for long-term financial stability.

¢ Future studies should track participants for 5—-10 years to evaluate the lasting impact of
financial coaching.

6.3.3 Limited Geographic Representation
% This study focuses on urban populations (New York & Berlin), but financial challenges
may differ in rural or suburban areas.

¢ Future research should expand to diverse geographic settings for a more comprehensive
analysis.

6.4 Policy Implications & Recommendations
6.4.1 Scaling Financial Coaching Programs

% Governments and financial institutions should invest in expanding financial coaching for
low-income populations.

R/

¢ Digital tools such as Al-driven financial advisors could enhance accessibility and reduce
program costs.

6.4.2 Financial Education Integration
% Mandatory financial education in schools could prevent financial struggles before they
begin.

 European models, particularly Germany’s structured financial education initiatives, could
serve as a blueprint for the US.
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6.4.3 Regulating High-Interest Financial Products
¢+ Stronger consumer protection policies should be enacted to prevent low-income
individuals from falling into predatory lending traps.
¢ Governments should incentivize affordable credit alternatives for marginalized
communities.
The study confirms that financial coaching plays a critical role in reducing economic
disparities by improving savings behavior, reducing debt, enhancing credit scores, and
increasing investment participation. The findings reinforce theoretical frameworks in
financial literacy and behavioral economics, illustrating how structured interventions can
reshape financial decision-making. However, future research must address self-reporting
biases, long-term effects, and geographic limitations to further validate these findings.
Expanding financial coaching programs and integrating financial literacy into educational and
policy frameworks will be essential in closing the wealth gap and fostering economic mobility.

7. Conclusion & Future Research Section

This study highlights the critical role of financial literacy and coaching programs in reducing the
wealth gap among low-income communities in the United States and Europe. Through a
comparative case study of New York, USA (Smart Money Coaching Program) and Berlin,
Germany (MyBudgetCoach Initiative), the research demonstrates that structured financial
coaching significantly improves financial behaviors among economically marginalized
individuals. Participants who engaged in financial coaching programs experienced notable
increases in savings rates by 30—35%, reductions in high-interest debt by 20-25%, improvements
in credit scores, and greater participation in investment activities. These findings suggest that
financial coaching is an effective intervention for fostering economic mobility and promoting
long-term financial stability.

The results further indicate that financial literacy alone is not sufficient to drive substantial
changes in financial well-being. While traditional financial education provides theoretical
knowledge, one-on-one financial coaching offers personalized guidance, accountability, and
behavioral reinforcement, which lead to more tangible improvements in financial decision-
making. This reinforces the argument that active financial coaching models should be integrated
into national financial literacy strategies to effectively combat systemic wealth inequality.
Despite the successes of financial coaching programs, challenges remain. Limited funding,
accessibility issues, and disparities in program adoption hinder the scalability of financial
coaching initiatives. Additionally, structural economic barriers such as income inequality,
housing instability, and predatory lending practices continue to exacerbate financial hardship
among low-income populations. While financial coaching helps individuals navigate financial
complexities, broader policy interventions are required to create equitable financial systems that
support sustainable wealth accumulation for disadvantaged communities.

The findings of this study have broader implications for global financial inclusion efforts. While
the research focuses on the US and Europe, the success of financial coaching programs in these
regions suggests that similar models could be adapted to other parts of the world, particularly in
emerging economies where financial exclusion is more pronounced. Many low-income
communities in Africa, Latin America, and Asia face similar challenges, including limited access
to banking services, high debt burdens, and financial illiteracy. Policymakers and financial
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institutions in these regions could benefit from implementing culturally adapted financial
coaching programs to improve economic mobility. Additionally, international organizations
such as the World Bank, OECD, and IMF could play a critical role in scaling financial
coaching initiatives globally through cross-border collaboration, funding mechanisms, and
knowledge-sharing platforms.

Based on these findings, several policy recommendations emerge. Governments, financial
institutions, and NGOs should invest in nationwide financial coaching initiatives that are
accessible to all low-income individuals, particularly in urban and rural areas. Financial coaching
should be embedded into public assistance programs such as housing assistance, employment
services, and student loan support to provide holistic financial guidance. Digital financial
coaching platforms and Al-driven tools can enhance financial education delivery, making
services more cost-effective and widely accessible. Stronger regulations are needed to protect
vulnerable populations from predatory lending, high-interest credit products, and financial fraud,
which often exacerbate financial hardship. Additionally, introducing mandatory financial literacy
courses in secondary schools and universities can equip younger generations with essential
financial skills before they enter the workforce.

Although this study provides strong evidence of the effectiveness of financial coaching
programs, several areas require further research to strengthen policy recommendations and
improve intervention strategies. Future studies should explore the sustainability of financial
coaching effects through longitudinal research that tracks participants over five to ten years to
assess whether financial behavior improvements persist beyond the initial coaching period.
Additionally, research should examine the cost-effectiveness of different financial coaching
models (one-on-one coaching, group-based coaching, and digital platforms) to determine which
approach yields the highest impact while remaining financially sustainable. Cross-cultural
comparative studies are also necessary to evaluate how financial coaching outcomes vary
across different economic, social, and regulatory environments. For instance, investigating
how financial coaching programs operate in developing nations versus high-income countries
could provide insights into best practices for adapting these interventions globally.

Future research should also evaluate the role of financial institutions, employers, and
policymakers in financial literacy efforts by investigating whether banks and fintech companies
should be required to offer free financial coaching services to low-income customers and how
public-private partnerships can enhance the scalability of financial coaching programs.
Moreover, understanding the psychological factors that influence financial decision-making can
improve coaching methodologies. Studies should explore the role of behavioral economics in
financial coaching effectiveness, how mental health and financial stress affect financial decision-
making, and the impact of financial coaching on self-efficacy, confidence, and long-term
financial habits.

This study underscores the transformative potential of financial coaching in reducing the wealth
gap and fostering economic stability for low-income individuals. By combining empirical data,
behavioral insights, and policy recommendations, this research contributes to the broader
financial inclusion movement. However, addressing wealth inequality requires a multi-faceted
approach, where financial coaching is complemented by systemic policy reforms, regulatory
protections, and widespread financial education efforts. If implemented on a larger scale,
financial coaching has the potential to drive real economic change, helping individuals build
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sustainable financial habits, escape cycles of poverty, and work toward long-term wealth
accumulation. Future research must continue exploring innovative, evidence-based financial
literacy solutions that empower disadvantaged communities and promote financial well-being on
a global scale.
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