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Abstract:                                        This paper deals with the issue of financial literacy as one of
the professional competencies of social workers to prevent or
solve socio-economic problems of clients. A practical example
is presented of resolving the financial problems of a client of
a non-profit  social  organization,  a homeless  shelter  in  the
Czech Republic. Through knowledge and experience in finan-
cial literacy issues, the educated social worker is able to deter-
mine the extent and causes of material need persuade the client
to cooperate, as well as mobilize him toward alleviating or
eliminating his unfavorable financial situation.
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Introduction
Despite the many cautions given to the whole

of  today's  society, more  and more  individuals
find  themselves  in  an  unfavorable  socio-eco-
nomic situation due to socio-economic problems
they have caused themselves or have been unable
to prevent. Low economic and financial literacy
manifests itself without distinction among all tar-
get social groups with  the exception of young
children. Typically, financial problems are caused
by, e.g.: the loss of a job; imprisonment; break-
down of a marriage; loss of a partner; death of
a family member; loss of housing; as well as the
aforementioned low financial literacy. Frivolous
decisions to purchase uncertified financial prod-
ucts from banks or non-banking institutions can
bring an individual into debt, which may in turn
cause him and his family, and thus the overall
community, to fall into a state of poverty. Within
various social service institutions, social workers
regularly face problems in their activities with
clients whom they attempt to address by helping
individuals; families as well as communities de-
velop socio-economic competences regarding fi-
nancial management.

The current situation in the Czech Republic
regarding mortgage foreclosures 

The financial literacy of the Czech population
remains unsatisfactory. Ten% of Czech citizens
face debt-related problems. Although the number
of seizures is decreasing, the number is still huge.
According to the Chamber of Executors in 2018,
about 770,000 people were  involved, with  the
total  number  of  foreclosures  at  4.54  million
(Biben 2019). Based on information from Haba's
Map of Seizures in 2017, 9.7% of Czechs,  i.e.
863,000, had been a party to one or more fore-
closures. Compared to 2016, this number has in-
creased by more than 29,000, with 493,000 peo-
ple having been involved in 3 or more of these
procedures. 151,000 people had participated in
more than 10 foreclosures at this time (for a total
of 4.67 million procedures in all). Last year for
the first time, more mortgages were ended in the
Czech  Republic  then  were  begun.  Executors
launched more than half a million new mortgages
in 2018, but closed 35,000 more. On the other
hand, the number of newly launched seizures in
2018  has  fallen  year  by  year  by  106,000,  to

505,000, and the figure has been decreasing for
several years in a row. The number of completed
foreclosures has been growing for a long time,
with 540,000 last year (Biben, 2019). As reported
by Mecirova (2018), the largest increase in fore-
closures was recorded in the regions of Karlovy
Vary (10.2%), Usti nad Labem (8.8%) and Cen-
tral Bohemia (5.5%), while the absolute worst
situations could be found for the inhabitants in
the cities of Usti nad Labem (21.9%) and Most
(21.0%). The negative development of over-in-
debtedness  in  these  regions  was  influenced
mainly by debt cycling to pay off a standing debt.
The average age of a Czech borrower is 44 years,
but despite information interventions, every year
the number of foreclosures against seniors in the
Czech Republic has increased (61,000 persons
aged 65+).

Financial literacy
Financial  literacy is a collection of knowl-

edge, skills, attitudes and values that a person
needs to financially secure himself and his family
in today's society and to actively engage in the
market for financial products and services. A fi-
nancially literate citizen focuses on money and
price issues, and is able to responsibly manage
a personal or family budget, including managing
financial assets and financial liabilities in the face
of changing life situations. As stated in the Fi-
nancial Literacy Primer (2011), financial literacy
is a special subsection of broader economic liter-
acy which also includes, for example, the ability
to secure income; to consider the implications of
personal decisions for present and future income;
orientation in the job market; the ability to make
decisions regarding expenses; etc.

Socio-economically disadvantaged groups
A person's socio-economic portfolio often af-

fects his position in society. In addition to other
influences, economic disparities are determined
by the fact that groups living in less favorable
conditions have different approaches to educa-
tion, quality of housing, meals, leisure, etc. Dis-
advantaged groups of the population consist of
those that are challenged by debilities and dis-
abilities which place them outside the normal life
of society. The process by which an individual or
an entire group of people  is  impeded or com-
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pletely denied access to resources, jobs and op-
portunities that enable participation in the social,
economic and political activities of mainstream
society (socio-economic decline) is termed social
expulsion/social exclusion (Schavel et al. 2012).
These groups include, e.g.: the long-term unem-
ployed; unemployed young people; members of
ethnic minorities and migrants; senior citizens;
persons with  disabilities  or  health  conditions;
persons with long-term or unmanageable debt;
those with limited marketable skills; people for
whom living on social benefits has become a way
of life; persons with various kinds of addictions;
children living in vulnerable families, i.e. with
dysfunctional, poor, unemployed or multiple sets
of parents; or in families with a history of vio-
lence (these children often receive a lower level
of education, impaired health as well as fewer op-
portunities and incentives toward social develop-
ment); persons living in disadvantaged areas with
high unemployment, low quality housing, poor
transport  services,  etc.;  persons  released  from
prison; as well as mothers on parental leave and
single mothers.

The risk of social exclusion increases in an
individual  who  accumulates  the  above-men-
tioned hindrances, such as the long-term unem-
ployed with low qualifications living in a disad-
vantaged area. Financial problems with concomi-
tant over-indebtedness accelerate their exclusion
from the ordinary life of the society to its mar-
gins, with a return to normalcy quite difficult. So-
cial exclusion threatens those groups of people
who have a weakened bond to at least 1 of the 3
integrated integration levels of society (Matel et
al. 2011). 

Socio-economic competences of social
workers

The concept of socio-economic competence
includes financial literacy (i.e. monetary, infor-
mation and budget literacy) as well as other soft
skills (i.e. communication and presentation skills
that lead to increased success in the labor mar-
ket). The absence and importance of these soft
competences is highlighted by Nova (2017), who
points out how employment support services are
not  sufficiently  linked  to  social  services.  The
problem is the lack of one-on-one work with the
client  in  terms of  the  individual being able  to
present himself and communicate adequately, as

well as the low continuity regarding retraining
for a particular job. All of these deficiencies can
decrease the efficiency of the tools used by social
workers to help their clients secure employment.

If a person falls into a debt trap, i.e. a situation
in which the repayment of one or more loans is
resolved by taking out an additional loan, or if
a lien is taken out on his home or other vital as-
sets, it becomes more advantageous for him to re-
duce his legal income from which the repayment
is calculated to a minimum, and for him to move
his  activities  into  the  black  economy.  Social
workers in various institutions are experiencing
increased demands in terms of social and special-
ized counseling in the area of economic problems
(Pavelkova 2018). The current financial crisis has
brought out an even greater need for financial ed-
ucation focusing on the practical skills associated
with managing a personal or family budget which
are a prerequisite for the financial security of in-
dividuals and families. Financial education aims
to work responsibly in terms of both personal and
family finances with the goal of preventing the
indebtedness of citizens and households.

Social work with clients in a difficult
financial situation

According to Schavel et al. (2012), financial
instability in families is currently a widespread
problem and is considered one of the most im-
portant factors regarding secondary crises in fam-
ilies. Issues include: the total cost of household
expenses; the levels of education achieved; the
age of the main breadwinner; along with a poten-
tial increase in the number of household mem-
bers who are economically active and can sup-
port the economic stability of the family. In par-
ticular, the unemployment of a family member;
the  necessity  of working  for minimum wage;
finding only precarious work; working abroad
may  cause  economic  instability,  a condition
which is associated with other problems such as
family debt and the inability to handle money.
These circumstances frequently occur within sin-
gle-parent families or in families led by single
mothers, dependent on their own income and/or
state aid in the form of benefits and allowances.
The cause of the problems may also lie with the
debtor, i.e.: 

purchasing too many unnecessary goods and
services; the non-payment of rent or mandatory
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fees; but also. from fees related to transportation
and commuting, etc. (Pavelkova 2018). Members
of the family may also contribute to the problems
by assuming their own heavy liabilities; incurring
compounded debt; indulging in socio-pathologi-
cal addictions; as well as through mental imma-
turity and  the  inability  to  take control of  their
own life.

Disadvantaged individuals and families suf-
fering from socio-economic problems are often
unable or unwilling to help themselves. In these
cases, it is necessary to use the help of an edu-
cated  social worker working within  a state  or
non-state institution which is ready to contribute
to the resolution of the unfavorable financial sit-
uation of the individual and his family. In gen-
eral, the prevention of socio-economic instability
can be characterized by ensuring compliance and
consistency by means of (Pavelkova 2013):
•  National statutory regulations and measures,

e.g. inspecting the activities of commercial en-
tities, etc.

•  The acceptance of ethics and moral values reg-
ulated by legal norms and their interpretation
by commercial entities in the society.

•  Cooperation with the media in raising public
awareness of these issues.

•  Well-prepared teachers carrying out their im-
portant role (educational institutions).

•  The  educated  social  worker,  who  is  of  the
greatest  importance  and  who  must  possess
a predetermined set of skills, abilities, knowl-
edge as well as certain personal qualities. This
professional should be an expert in the social
work sector and be knowledgeable about finan-
cial literacy, thus can contribute to improving
problematic situations, in this case in the area
of financial instability issues (social counsel-
ing, not only at the basic level but also at an
advanced expert level to address the client’s
needs which are potentially in conflict with so-
ciety).

•  Prevention, lifelong learning, spiritual and ec-
clesiastical activities.
In terms of content, the social counseling to

be offered is aimed at determining the extent of
the nature and causes of material need (Schavel,
Olah 2010, p. 68-69). This means that in the ini-
tial phases of engagement with the client the so-
cial counselor first focuses on identifying the pri-
mary causes of debt (using the basic prevailing

social counseling methods). Through the profes-
sional’s  knowledge  and  experience;  by  using
communication skills; a social counselor must
develop  a collaborative  relationship  with  the
client and mobilize him towards cooperation in
dealing with  the  client’s  adverse  situation.  In
working with the client, the counselor ensures
that relevant information is readily available in-
cluding expert advice from specialists, e.g. psy-
chologists, doctors, clergy, attorneys and finan-
cial advisors. The counselor offers suggestions
for addressing, directing and supporting the client
as well as helping locate possible resources to
help  effectively  correct  the  client's  socio-eco-
nomic  problems.  As  mentioned  above,  these
steps consist mainly of content frameworks of
counseling with a focus on reducing the existent
debts of the family; teaching members to manage
situations at the present time; avoiding the cre-
ation of new debts; creating optimal conditions
to strengthen the social ties of family members;
along with engaging all family members in up-
coming changes and procedures for dealing with
the unfavorable financial reality.

Certain mechanisms within the state social
system can be used, i.e. networks of social enti-
ties  which  fall  within  local  jurisdictions  that
allow the use of social loans; one-off social as-
sistance; etc. At the level of state administration
in the area of social affairs, benefits are available
for  immediate material  need  as well  as  in  the
form  of  state  social  support  funding  (e.g.  for
a child at pre-school and school age in the form
of  subsidies,  school  supplies, motivational  al-
lowances, etc.). It is also possible to elicit help
from civic associations that specialize in these is-
sues and are able to provide clients with long-
term  assistance  that  complements  the  support
mechanisms of other entities; one example being
the Citizens Advice Centers in the Czech Repub-
lic. 39 of these centers are currently in existence;
in addition to offering free legal advice, these in-
stitutions also provide financial advice as well as
engage in other related activities with those in
need (Association of Citizens Advice, 2019).

Example of financial consulting with a client
residing in a homeless shelter

The provision of social services is governed
by the Standards of Quality of Social Services
contained in addendum No. 2 to the Decree of the
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Ministry of Labor and Social Affairs,  No.
505/2006 Coll., which is an implementation reg-
ulation to Act No. 108/2006 Coll.,  . One of the
law’s goals, such as is the case with shelters in
the Czech Republic, is to operate a network of
community services aimed, inter alia, at those so-
cially excluded or otherwise disadvantaged or at
risk. This group also explicitly includes homeless
women.  The  target  group  of  the  facilities  is
women aged 18 and over in an unfavorable social
situation associated with the loss of a home or
housing that they are unable to resolve on their
own. This negative social situation can include
cases of: insecure or unsatisfactory housing; un-
employment; relationship problems;, lack of re-
sources for everyday life; the suppression of fun-
damental rights and freedoms, the return from
imprisonment or other institutional care, as well
as the lack of basic skills necessary for everyday
life. Work with clients can be divided into several
activities, each of which can, however, also in-
tersect with and influence each other. In our case,
it is essential, for example, to provide operational
advice on carrying out administrative and legal
procedures (e.g. requests for obtaining appropri-
ate social benefits, loss of documents, etc.). But
the primary function is to provide important con-
sultation services including assistance in the res-
olution of specific client problems in the area of
debt, foreclosures, insolvency, etc. Here again,
the importance of basic knowledge of the edu-
cated social worker regarding the provisions of
financial  literacy  information  to  clients  again
comes to the fore. The following is an example
of the successful resolution of the unfavorable fi-
nancial situation of a client living in a homeless
shelter.

Case analysis
A 25-year-old client, S. L., came to the shelter

when she was released from the psychiatric ward
for treatment for substance addiction. During the
time she was living on the streets, she had no in-
sight into her financial situation because of her
substance dependency, and her debts to various
parties had compounded. In 2014, the client bor-
rowed 5 books from the library that she did not
return and which she later lost as she was living
in a squat. 

Her debt in late fees to the library began to
increase,  and when  the court decided  that  she

should pay the large sum of 12,000 CZK (468
EUR) to the library, the client began to seek ad-
vice from a social worker.

Together the client and the social worker con-
tacted the library to ascertain all of the informa-
tion regarding the client’s debt. After hearing the
client's story, the library’s legal department con-
sidered the situation, and a solution was offered.
In situations when a social worker and a client
are able to demonstrate the circumstances of such
a case, the library’s legal department has the op-
tion of lowering the debt upon agreement with
the library director, even if a court decision re-
garding  the matter has already been  rendered.
With the help of a social worker, the client cata-
logued her social situation in writing, describing
the time she lived homeless on the street and suc-
cumbed to addiction, and thus fell  into a state
during which she was unable to control her ac-
tions and behavior.

The client and the social worker provided ev-
idence of the following:
•  Confirmation of regular attendance at a coun-

seling center that deals with treatment for ad-
diction.

•  Confirmation of attendance at a low-threshold
treatment facility while she was living on the
street.

•  Confirmation  from  the  Labor  Office  of  the
Czech Republic that she is receiving material
need benefit payments, and in what amount.

•  Confirmation of hospitalization in the psychi-
atric ward of a hospital.

•  Discharge report from the psychiatric ward.
•  Rental agreement contract with the shelter.

The client was interested in resolving her fi-
nancial situation, i.e. the debt she had incurred.
All the pertinent information was documented in
writing and sent to the library’s legal department
with  the  help  of  a social  worker. Within  one
week,  the  client  received  information  that  the
debt had been reduced by 10,000 CZK, leaving
the client only with the calculated debt for the
purchase of the books and the court fee, which
came to only 2,000 CZK (78 EUR). The client
agreed with the library on a payment schedule in
which each month, she was to pay at least 100
CZK (4 EUR) at any library branch. In coopera-
tion with the social worker, the client’s active ap-
proach to solving her economic and social situa-
tion was encouraged.
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Conclusion
Significant indebtedness and the consequent

inability to repay debts along with the ensuing
enforcement proceedings is affecting increasing
numbers of people, with no target social group
excluded. One possibility to resolve and prevent
financial uncertainty in people in contemporary
society is the use of professionally trained social
workers, who on  the  basis  of  their  socio-eco-
nomic competences can determine the extent and
causes of a client’s material need; open up av-
enues of cooperation for the client; finally, mo-
bilize the client’s financial and other resources to
mitigate the unfavorable financial situation and
often eliminate it altogether.
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