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                  to websites maintained by third parties. These other sites are maintained by
                  third parties over which AFCPE exercises no control. AFCPE makes no
                  representation with respect to, nor does AFCPE guarantee or endorse, the
                  quality, non-infringement, accuracy, completeness, timeliness, or reliability of
                  any third-party materials, information, services, or products. The use of such
                  sites is entirely at your own risk.

               
               

            
            
         
         
         
         
            
            
            No Legal or Financial Advice

            
            
            
               
               
               The Publication is provided for informational purposes only.
                  AFCPE does not offer legal or financial advice. Nothing contained in the
                  Publication is to be considered as the rendering of legal or financial advice.
                  The Publication must not be relied upon in substitution for the exercise of
                  independent judgment, or for the legal advice of an attorney or financial advice
                  of a qualified financial professional.
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         Module 1: Build Relationships and Make a Plan

         
         
         
         
            
            
            Module 1 provides a comprehensive foundation for building effective client-counselor
               relationships in financial counseling. It discusses the essential skills needed to
               create a supportive, inclusive environment and emphasizes the importance of
               empowering clients to make informed financial decisions. Also discussed is the
               client-centered approach, integrating both personal finance knowledge and behavioral
               insights to help clients achieve financial well-being.

            
            
            
            Competency 1 discusses preparing a welcoming and inclusive counseling environment
               while establishing trust and clarity in the client-counselor relationship.
               Discussions include learning to model effective communication and listening
               techniques, gathering relevant client information, and clarifying the client’s
               goals, values, and financial circumstances. The objective is to create a strategic
               counseling plan that respects the client’s individuality, cultural context, and
               personal resources while selecting appropriate counseling approaches to guide the
               client through the process.

            
            
            
            Competency 2  discusses how to collaborate with clients in developing realistic and
               achievable action plans by identifying specific, measurable goals and exploring
               strategies to attain them. The discussion is centered on empowering clients to take
               ownership of their financial decisions by fostering self-determination and providing
               them with the tools and knowledge to implement these plans effectively.

            
            

         
         
         
         
   
      
         
         
         
         Set the Stage and Gather Client Information

         
         
         
         
            
            
            Upon completing this competency area, learners should be able to:

            
            
            
            
               
               
               	
                  
                  
                  Establish the counseling environment

                  
                  

               
               
               
               	
                  
                  
                  Create an inclusive, welcoming, and private space

                  
                  

               
               
               
               	
                  
                  
                  Provide an overview of the financial counseling process

                  
                  

               
               
               
               	
                  
                  
                  Inform client of the terms of the client‐counselor relationship (for example:
                     confidentiality, privacy, ethics, client and counselor roles and
                     responsibilities, fiduciary)

                  
                  

               
               
               
               	
                  
                  
                  Model effective communication and listening techniques

                  
                  

               
               
               
               	
                  
                  
                  Gather client information

                  
                  

               
               
               
               	
                  
                  
                  Determine what a client wants to accomplish

                  
                  

               
               
               
               	
                  
                  
                  Determine a client’s current financial and socio‐economic situations (for
                     example: demographics, income, expenses, debt, savings, assets, liabilities,
                     risk management products)

                  
                  

               
               
               
               	
                  
                  
                  Help client identify personal resources and gaps (for example: knowledge,
                     skills, abilities, support systems)

                  
                  

               
               
               
               	
                  
                  
                  Clarify the client’s interests, experiences, values, money personalities, and
                     cultural norms

                  
                  

               
               
               
               	
                  
                  
                  Form a strategic counseling plan

                  
                  

               
               
               
               	
                  
                  
                  Choose a counseling approach based on client’s need

                  
                  

               
               
               
               	
                  
                  
                  Assist a client to move through the counseling process 

                  
                  

               
               
               
               	
                  
                  
                  Use multi-modal counseling and education strategies

                  
                  

               
               
               
               	
                  
                  
                  Assess the ongoing effectiveness of the counseling process for a client (for
                     example: checking in with a client, responding to the client-counselor
                     dynamic)

                  
                  

               
               

            
            

         
         
         
         
   
      
         
         
         
         Establish Counseling Environment

         
         
         
         
            
            
            Note that this Money Management Essentials course is written from the
               perspective of a financial counselor who will be helping their clients on their
               personal finance journey. Some users of this course may aspire to be an Accredited
               Financial Counselor (AFC) once they have satisfied the exam prerequisites. Such
               users may be interested in obtaining the full AFC Learning System when studying for
               the exam, which presents the concepts introduced here in more detail plus some
               additional concepts. This Money Management Essentials course can also be used for
               other professional or personal development purposes because this course is designed
               to provide baseline/foundational personal finance/counseling knowledge.

            
            
            
            This area discusses how to be an effective counselor, how to empower the client, and
               how to create an inclusive, welcoming, and private space. This could be an in-person
               or online space. The discussion of spaces includes a discussion of
                  various counseling practices.

            
            

         
         
         
         
         
            
            
            Be an Effective Counselor and Empower the Client

            
            
            
            
               
               
               Financial counseling is defined as:
                  A professional field that can benefit from
                     certification and involves taking a client-centered approach to help persons and families
                     to
                     address financial issues and set and meet financial goals through education and behavior
                     change but that does not provide financial products or insurance or investing advice. The intent of financial counseling is to help individuals and families achieve
                  financial well-being. To be effective, financial counselors need
                     expertise in both personal finance skills and counseling skills. Financial counselors need to creatively apply their skills and
                     resources toward this goal. Accredited Financial Counselors (AFCs) need to have
                     expertise in both counseling skills and personal finance skills to be effective
                     in achieving these goals. Personal finance skills include knowledge of how
                  to create budgets, explain tax credits, educate on estate planning, and assist with
                  all of the other subjects discussed in most of this course. The counseling skills
                  include how to welcome clients, break the ice, interview, communicate, listen, and
                  more. These skills can be acquired through both study and experience. They can help counselors feel more prepared and less anxious,
                     enabling them to focus on assisting the client in developing a plan that meets
                     their financial needs. While some individuals have a natural talent for
                     counseling skills and others have more strengths in personal finance skills, all
                     financial counselors can benefit from studying both types of skills. While each
                     is complex, everyone can improve in each area given study and by reflecting on
                     client feedback.

               
               
               
               
                  This part of the course focuses on counseling skills and behaviors
                     such as communication, interviewing, listening, and behavioral finance (how
                     human behavior influences people’s financial decision making). Learning about
                     effective versus ineffective interviewing at the outset will provide perspective
                     on all the personal finance skills discussed in the bulk of this course as it
                     relates to the purpose of financial counseling. In Pulvino and Pulvino’s
                     Financial Counseling: A Strategic Approach, the purpose is expressed
                     as follows: “The purpose of financial counseling is to influence and motivate
                     clients toward acceptable results.” Of course, this leads to the question: What
                     are acceptable results? Who gets to decide? Modern financial counseling theory
                     states that the client must define what is and is not acceptable to them.
                     When interviewing clients, it is important to understand
                     that it is the client, not the counselor, who decides what they consider to be
                     acceptable financial results. This is especially the case considering the
                  differences in client backgrounds, values, and cultures. Of
                     course, if the client is falling victim to a scam, some intervention may be
                     needed, but in most cases, it is the client’s money. They set the goals and
                  are the ones who will implement them, so the goals need to work for them, or they
                  will not get implemented. The purpose of financial counseling is to support clients
                  with the education and tools necessary to identify and reach their financial
                  goals.

               
               
               
               Effective counselors know they must resist the urge to explain,
                  educate, or advise until the client is ready to hear these things; in other words,
                  until the client is ready and willing to be influenced. When they are ready, rather
                  than overwhelming the client with teaching everything at once, they provide just the
                  needed information or decision-making tools that the client is ready to learn at the
                  moment. To this end, counselors learn how to communicate, interview, listen, and
                  influence financial behavior, but they also learn about their clients as individuals
                  and respect their autonomy to help empower them.

               
               

            
            
            
            
               
               
               Effective Counselors 

               
               
               
               
                  
                  
                  Effective counselors are good communicators and interviewers. Interviewing is defined as: 

                  
                  
                  
                  
                     
                     A specialized form of communication used in financial
                           counseling and other social work. It has clearly defined roles for participants, uses
                           a
                           problem-solving process, and has a clear purpose. In financial counseling, the roles
                           include
                           the financial counselor and the client(s). To be effective, the counselor must maintain
                           a
                           positive relationship with the client(s). The problem-solving process has these steps:
                           1) a
                           beginning (such as to break the ice), 2) information gathering to understand the client
                           and/or their needs or goals, 3) assessment to determine how to counsel the client(s),
                           4)
                           work to help client(s) refine and/or achieve goals, and 5) an ending to close a session
                           or
                           series of sessions. The purpose is to help clients achieve their financial goals,
                           which
                           often requires adapting to the changing needs of client(s) in real time rather than
                           adhering
                           to a predetermined plan.

                     

                  
                  
                  
                  Counselors need good relationships with their clients in order to effectively
                     interview them and help them set goals and action plans that they will be likely to
                     work toward. For example, they will use self-disclosure, revealing some of their own
                     experiences with personal finance to help the client open up. However, a good relationship is not sufficient by itself. It is also necessary
                        to apply effective interview behavior at the right points in this relationship
                        while avoiding counterproductive interview behavior. While the subject of
                        interviewing and its specialized techniques are explored more elsewhere, it is
                        important to understand that all types of interviews for any type of social work
                        will use similar techniques, such as reflecting (reflecting back what a client
                        said in some way to further the purpose of the interview). Knowing when and how
                        to use such techniques gives financial counselors a fast track to practice
                        them.

                  
                  
                  
                  Experience will
                     help financial counselors apply these counseling skills in their own ways so they
                     can be genuine rather than contrived or artificial. Counselors show warmth, respect,
                     compassion, and empathy. Empathy is
                        defined as: The ability to understand and share the feelings or
                           experiences of another person, often by putting oneself in their position. Being genuine also requires that counselors admit when they need to do more
                        research to find a given answer or admit when they make a mistake.

                  
                  
                  
                  First impressions are important. Contact: The First Four Minutes
                     by Zunin and Zunin presents evidence that people decide if a relationship is useful
                     to pursue in the first four minutes. People are assessing trustworthiness, whether
                     values are similar, and other dynamic qualities in part based on a person’s
                     appearance. Effective counselors need to look the part. A financial counselor should
                     dress in a way that will be as welcoming and acceptable as possible to the range of
                     clients they may be seeing. Unlike one’s words and attitudes, it is not possible to
                     change appearance from client to client. Depending on the counseling environment,
                     this generally means clean, neutral, and casual business attire (or its military
                     equivalent for military financial counselors) that conveys a neutral message.
                     Counselor attire, grooming, cleanliness, and smell all communicate something (it is
                     impossible to avoid communicating in these ways). Is it welcoming? 

                  
                  
                  
                  The counselor’s facial expressions and body posture matter. Does
                        the counselor’s face convey tension or boredom, or does it communicate
                        acceptance, attention, and interest? It is particularly important that
                     clients feel they will not be judged or shamed. To be effective, financial
                     counseling sessions need to be safe spaces for clients to share personal information
                     about their financial lives. Even looking or acting surprised by a client’s story
                     can indicate judgment and impact how much a client shares. Counselor confidence and calmness help reduce client anxiety. A moderate amount
                        of eye contact, head nodding, and so on is important to show engagement. For
                        body posture, is the counselor slouching, or is the counselor slightly leaning
                        in to convey attentiveness and using gestures as appropriate to show interest?
                        

                  
                  
                  
                  The distance between the individuals matters: being too close can
                     invade boundaries, but too much distance feels less attentive. Appropriate social
                     distancing can vary widely depending on regional and cultural differences. Pay
                     attention to a client’s body language. If a client shows discomfort at a particular
                     distance, acknowledge and adjust. If they move closer or farther, accept this
                     arrangement. 

                  
                  
                  
                  Effective counselors learn about their clients and their backgrounds and cultures
                     but
                     always consider that this is still an individual, not a stereotype due to membership
                     in a given culture. They also show respect by being on time. They
                        ensure their interview style seems well-paced rather than too rapid or
                        meandering. Clients who have a positive experience may return for another visit
                        because they felt heard and because it is clear the counselor is a competent
                        professional.

                  
                  
                  
                  Effective counselors show respect for their clients by being prepared and organized
                     for the interview (while being open to it going in a new direction). They have needed forms and resources on hand, and they keep good
                        records that are easy to review later. 

                  
                  
                  
                  Effective counselors have self-awareness of their biases,
                     preferences, emotional limits and needs, and limits of their knowledge and
                     experience. Self-awareness includes both awareness of one’s attitudes toward
                     cultural norms and toward wealth building. It can be challenging to put the client’s
                     financial priorities and perspectives first if the counselor is not aware of their
                     own money-related biases.

                  
                  
                  
                  Financial counselors learn about their knowledge gaps and
                     educate themselves. They use both continuing education and reflection on their own
                     interviewing experiences to sharpen their counseling and personal finance skills.
                     This includes developing financial knowledge, literacy, and competency, which are
                     defined as:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        
                           
                              Financial knowledge:
                              
                           The level of understanding of financial concepts
                                 needed to define and differentiate financial concepts and financial products. This is the “what it is” and “how to” of finance. Examples include
                              understanding what money is and how it is used.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Financial literacy:
                              
                           The level of understanding of financial concepts
                                 and financial products needed to make informed decisions. This is knowing about the pros and cons of financial concepts.
                              Examples include understanding how to track spending and how to manage
                              money to achieve financial goals.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                            Financial competency:
                              
                           The skills and abilities related to applying
                                 financial concepts, selecting financial products, and awareness of behavioral finance
                                 needed
                                 to manage financial resources effectively and confidently. This is an understanding of behavior and motivation and the ability
                              to apply it to help develop fool-proof options. Examples include
                              automatic transfers to savings and shopping around for the best
                              insurance rates.
                           

                        
                        

                     
                     

                  
                  

               
               

            
            
            
            
               
               
               Empowering the Client

               
               
               
               
                  
                  
                  
                  A
                        vital principle of counselor-client interactions is that the client needs to be
                        empowered. Empowerment is both a goal and a process to apply to client
                        interactions. The counselor believes that the client is capable of
                        self-determination or self-direction and acknowledges this by creating an
                        atmosphere of mutual respect. Through behavior, words, and actions,
                     counselors prove that they believe each client has both the right and capability to
                     direct their own lives and money choices. The goal is for each
                        client to develop the independence needed to make wise financial choices and
                        achieve goals on their own. Clients learn to modify their own financial
                        behaviors and habits rather than being dependent on the financial counselor to
                        make changes. The client has agency and takes responsibility for their choices
                        and actions.

                  
                  
                  
                  An empowered client
                     needs to be an active participant in solving their own problems. Some of the best
                     solutions to a financial problem are ones that the client has devised themselves.
                     Also, it is only through a client’s own initiative that the
                        client will achieve meaningful results. The counselor’s role is to provide
                        consistent and financially grounded feedback during the course of
                        counseling.

                  
                  
                  
                  Clients are the experts in their own lives and preferred ways of working. The
                     counselor acknowledges this expertise to the client to help create a partnership.
                     The counselor accepts that the client has had many life
                        experiences that have led to their financial behaviors. Counselors work to
                        understand this context, which helps them avoid thinking that some of these
                        behaviors are deficient in some way. People have reasons for their actions.
                        Counselors learn about these experiences and reasons rather than make judgments
                     about them.

                  
                  
                  
                  
                     Example

                     
                        
                        
                        In Black Financial Culture by Michael G. Thomas Jr.,
                           the author describes how he worked with a client who showed resistance to her
                           daughter submitting the Free Application for Federal Student Aid (FAFSA) for
                           college. Despite thinking this should be a priority, the author instead spent
                           time building rapport with the mother and learned that both the mother and
                           daughter had apprehensions related to the daughter supporting the family,
                           including her help with the younger siblings. This led to a solution where the
                           daughter made a goal of an affordable school with an easy commute from home, and
                           they submitted the application. As the author says, “It is incredibly convenient
                           to assume the worst about a person when we are unfamiliar with the context of
                           their lives. Empathy doesn’t live there. Neither does compassion.”

                        
                        

                  
                  
                  
                  Empowerment and respect for a client’s individuality are crucial
                     principles to developing a positive relationship with a client. Most people have had
                     experiences with people trying to coerce or control them. Even if they go along with
                     the influence, they tend to develop resentment, or the changes may be short-lived
                     or
                     just lip service. Because of this, empowerment and individuality principles are not
                     only good ethics, but also highly practical. If a client’s self-esteem is supported,
                     the client will come away from the session saying something like, “I expected to be
                     told I should do this or to be treated like a child, but the counselor never said
                     I
                     must do anything. I felt treated like an adult and an individual rather than just
                     another client.” 

                  
                  
                  
                  Some clients will ask to be directed. For example, a client may say
                     something like, “Just tell me what to do, and I’ll do it.” Practically speaking,
                     honoring this request and being directive is problematic. Often, even clients who
                     are genuine in this request will not be successful if they are not involved in the
                     process of defining their goals and the actions required to reach them. They may
                     want the counselor to take the lead, but what a client wants from the counselor and
                     what they need to be successful may not be the same thing.

                  
                  
                  
                  To be effective (to get actual, lasting results), the counselor needs
                     expertise in personal finance to provide the pros and cons of given options, plus
                     a
                     process to help a client feel listened to and individualized. A financial
                     counselor’s role is to provide clients with resources, tools, and financial
                     knowledge to assist them in making informed financial decisions. A balanced process
                     should do the following (a running example helps illustrate each step):

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Learn the client’s preferences, even those that may not be financially
                              viable. For example, a client wants to buy a home despite having no
                           down payment and being deep in debt.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Discover how the client reacts to external restrictions on choices.
                           The client continues to spend beyond their means, meaning that each month,
                           the client has more debt than the last. They want to secure financial
                           backing for a mortgage, but their credit score and financial situation will
                           make this difficult. The client wants to move forward on their dream of
                           owning a home and not address their spending or credit issues
                           (denial).

                        
                        

                     
                     
                     
                     	
                        
                        
                        Assist the client in developing numerous feasible options while being
                              aware of your own financial preferences. Resist the urge to impose
                              personal preferences on the client. For example, the counselor asks
                           the client to list the pros and cons of continuing to rent versus buying,
                           thus avoiding the down payment and debt issue for now. The counselor asks
                           the client to think of more reasons to rent or buy to ensure the list is
                           thorough, then to place a value on each reason and sum each side.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Respect the preferences of the client even though modifications may be
                              necessary. For example, the client is surprised that the list has a
                           lot more reasons to keep renting than to buy a home but may start saving for
                           a down payment while considering moving to a new rental unit closer to work,
                           which was part of the reason for moving.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Interfere in these preferences as lightly and subtly as possible to meet
                              one’s professional responsibilities. For example, the counselor asks
                           if the client wants to look into the feasibility of finding a less expensive
                           apartment that still meets the client’s needs so they can have the positive
                           cash flow needed to save for a down payment or other goals.

                        
                        

                     
                     

                  
                  
                  
                  Through a process such as this, counselors create a strong working
                     alliance with clients and develop an explicit understanding of the goals and steps
                     of the counseling process while also developing a strong bond on which to build
                     trust and mutual respect.

                  
                  

               
               

            
            

         
         
         
         
            
            
            Create an Inclusive, Welcoming, and Private Space

            
            
            
            
               
               
               Counseling spaces should be inclusive, welcoming, and
                  private. The counselor may or may not have much control over the
                     spaces used for counseling, as this is partly a function of the type of
                     counseling practice involved. However, it is important to understand the ideals
                     of such spaces so that the counselor will know the best ways counseling spaces
                     and waiting rooms might be improved to make counselor-client interactions more
                     effective. There will also usually be several choices that counselors can
                     directly alter to help improve the quality of client interactions. In addition
                     to considering traditional counseling spaces, some counselors will need to know
                     how to get the best use out of alternative spaces, such as a shared conference
                     room or a video chat.

               
               

            
            
            
            
               
               
               Counseling Practices

               
               
               
               
                  
                  
                  The type of
                     counseling practices where a financial counselor works has implications on the
                     degree of control the counselor has over the counseling space. The counseling
                     practice will also set organizational policies to which counselors must abide, in
                     addition to AFCs needing to comply with the AFCPE Code of Ethics and Standards of
                     Practice. The type of financial counseling practice may also impact other factors,
                     such as perceived privacy or how much personalized attention a client will get. For
                     example, a workplace wellness program such as an employee assistance program
                        (EAP) may have financial counselors who focus more on providing group
                     seminars but may do individual counseling on video chat or phone. An EAP is defined
                     as: Workplace benefit program designed to
                        confidentially help employees deal with personal or work-related problems that might
                        adversely impact their work performance, health, and well-being.

                  
                  
                  
                  Private, fee-based practices have counselors who are self-employed and may provide
                     both counseling sessions and seminars. 

                  
                  
                  
                  Nonprofit consumer credit counseling agencies or faith-based programs may provide
                     a
                     full range of financial counseling services. A consumer credit counseling
                        agency is defined as: A nonprofit organization that
                        assists individuals in managing debt and improving their financial literacy through
                        budgeting and repayment plans. Nonprofits may also have programs such as ones mandated for individuals seeking
                     to file bankruptcy. Faith-based organizations may provide pre-marital financial
                     counseling.

                  
                  
                  
                  Banks and credit unions may have financial counselors for customers by appointment.
                     If a loan applicant is denied or a customer is overdrawn, the bank or credit union
                     may refer the individual to the counselor. The counselor might be on-site or
                     remote.

                  
                  
                  
                  The Department of Defense has a financial readiness campaign offering financial
                     education for all service members. Some counselors work on military installations,
                     and others work for military contractors. Other areas of government also employ
                     financial counselors: the Office of Personnel Management for federal government
                     benefits and the Department of Veterans Affairs for financial literacy. Municipal
                     governments may also provide services to their communities.

                  
                  
                  
                  Healthcare organizations or hospitals often have financial counselors who can help
                     with billing, insurance, benefits, and financial resource evaluations. Similarly,
                     colleges and universities have financial counseling for students related to student
                     loans, financial aid, basic personal finance, and teaching.

                  
                  
                  
                  A counseling practice may be located in a community that has many members of a given
                     culture or ethnic background, which may include recent immigrants. The practice will
                     attract or deter potential clients based on its ability to offer culturally or
                     linguistically appropriate financial counseling services.

                  
                  
                  
                  Any counseling practice needs to determine potential client needs, set its own
                     mission, vision, and goals, develop counseling programs, identify staffing
                     requirements, acquire appropriate facilities, develop counselor training programs
                     or
                     allow for external training opportunities, determine how the practice will be
                     funded, and provide support services for counselors. Counselors will need adequate
                     time with clients and time between sessions.

                  
                  

               
               

            
            
            
            
               
               
               Counseling Spaces

               
               
               
               
                  
                  
                  Counseling spaces
                     should be designed to reduce client stress. A side benefit is to
                        keep counselors satisfied in their jobs. Much like how a counselor cannot
                     change one’s attire for different clients, the counseling space also needs to be
                     acceptable to as many types of clients as possible. For this reason, spaces,
                     furniture, and art should convey a neutral message. The wall
                        colors should be pleasing to counselors and clients and not jarring. The goal is
                        to select colors that promote relaxation and reduce tension. Pure white or bare
                        walls could make a space feel too sterile. A balanced amount of neutral wall
                        decoration is useful. Examples include animals, landscapes, or family photos.
                        Framed financial counselor credentials add credibility. Textures and furnishings
                        can add warmth and comfort, and plants can also help. However, avoid
                        overcrowding or making spaces appear too homey.

                  
                  
                  
                  A counseling space may be in a relatively new facility with new
                     furniture and so on or be older and less well-maintained. If the neighborhood,
                     facility, or its furnishings are run-down, clients may have concerns for their
                     safety, especially at night. Similarly, parking or lack thereof could be an issue.
                     These factors can be stressful, which can reduce client engagement. If this is a
                     run-down government agency, clients will form opinions about the low priority these
                     services seem to have in the community. Conversely, if the space is well-maintained,
                     it can help provide clients with a sense that the counselor and practice are
                     credible and trustworthy.

                  
                  

               
               

            
            
            
            
               
               
               Inclusive and Welcoming Spaces

               
               
               
               
                  
                  
                  Spaces can help or
                     hinder the development of rapport between a counselor and client. 
                        Spaces are made inclusive and welcoming by being well-maintained and neutral.
                        Even a room with only a table and chairs around it could be perceived as
                        stressful. Adding a couch or armchair to the mix, even if it is not used, can
                        help reduce stress. The furniture should not be so comfortable as to lull people
                        to sleep. If clients may have children with them, a small play area with a few
                        toys in the corner goes a long way towards making the space feel
                        inclusive.

                  
                  
                  
                  Another
                     factor is the arrangement of the chairs around a desk, which creates different power
                     dynamics between the counselor and client. Furniture that creates a barrier between
                     the counselor and client, such as a large traditional desk, adds to an atmosphere
                     of
                     unequal power since the counselor is at their desk, perhaps with a nicer
                     chair and a computer. Also, everything on the desk will be facing the counselor,
                     centering the attention and the power away from the client. The desk and trappings
                     become a symbol of power. If the counselor’s chair is also facing the door, it adds
                     to this power difference. A client who feels intimidated by the counselor or the
                     space may not be honest about their financial situation. 

                  
                  
                  
                  To convey equality in seating arrangements, the counselor
                     has alternatives. Exhibit 2-1
                     shows an unequal power seating arrangement and several alternatives that have less
                     inequality.

                  
                  
                  
                  Exhibit 2-1: Seating Arrangements and Power
                     
                     [image: The image compares two types of seating arrangements. On the left, the setup shows unequal power, with the counselor behind a desk in a better chair, and the client seated across with their back to the door. On the right, three arrangements suggest ways to balance power: sitting at the ends of a table for neutrality, sitting side-by-side as colleagues or problem solvers, and angled seating to help reduce the client’s self-consciousness.]
                     

                  
                  
                  
                  If the counselor and client are across from each other at one end of a
                     table (rather than at the center across from each other), this creates a feeling of
                     equal power because neither is in a spot of authority. If the counselor’s goal for
                     the session is problem solving, then sitting side-by-side on the same side of the
                     table conveys the impression of colleagues working on a problem. If the counselor’s
                     objective is developing goals, then sitting on two sides of a corner of a desk can
                     allow a client to be partially shielded from direct observation, which may set some
                     clients at ease. Clients may also have their own preferences for seating
                     arrangements around a table, and asking about this is a form of empowerment.

                  
                  
                  
                  Since the goal is to create a relationship based on the concept of
                     partners working toward a common goal, any seating arrangement where the counselor
                     is sitting higher than the client and the client is looking up at the counselor
                     should be avoided as it amplifies power differences. Chairs that differ in quality
                     can also create power differences.

                  
                  
                  
                  Here are some other ways to create inclusive and welcoming spaces:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        
                           
                              Waiting areas:
                           The waiting
                              area is where the client makes a first impression of a space. A longer
                              than normal wait will be perceived as an indignity. If a client has had
                              a longer than normal wait, there will be worries about being forgotten,
                              so a brief apology for the wait is in order.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Windows and lighting:
                           Windows
                              that provide natural light plus soft or low artificial lighting help to
                              create an inclusive and welcoming space. Ideally, the client is facing
                              away from the windows to avoid distractions. 
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Room temperature and humidity:
                           Room
                              temperature and humidity should be kept in normal ranges.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Scents and odor:
                           Clients may
                              have sensitivities to perfumes or colognes, but air fresheners may help
                              if there is an odor. Scent preferences are highly individual; the ideal
                              odor is no odor or fragrance at all.
                           

                        
                        

                     
                     

                  
                  

               
               
               
               
                  
                  
                  Accessible Spaces

                  
                  
                  
                  
                     
                     
                     Being inclusive includes being aware of the needs of clients with differing physical
                        abilities. Can the facility accommodate a wheelchair or other accessibility devices?
                        Is the meeting space on the ground floor, or if not, is there an elevator? This also
                        includes considerations for the parking area, building entry, waiting room, meeting
                        space, doorways, and restrooms. Does the counselor or counseling practice have a
                        plan to accommodate clients who may have needs not accounted for by the limitations
                        of the facility? For example, some differently abled clients may prefer to meet
                        virtually. Another example is finding an accessible nearby community space to meet,
                        such as at a library.

                     
                     

                  
                  

               
               

            
            
            
            
               
               
               Private Spaces

               
               
               
               
                  
                  
                  An
                        interview setting needs to provide physical privacy as well as psychological
                        privacy. A room with a closed door can provide physical privacy, but thin walls
                        or windows showing office hallways can hinder psychological privacy for clients.
                        Psychological privacy is defined
                        as follows: Creating an emotionally safe space for a client
                           to share their thoughts, experiences, and feelings without the fear of being judged.
                     Private spaces are those that enable discussion without being
                        overheard by others, such as closing the door during the meeting. Being too
                     near a receptionist desk or waiting room could also create perceived issues.

                  
                  
                  
                  Noise coming from outside the meeting space can convey a distinct lack
                     of privacy to a client. Classical or other nonverbal music at a low level or a white
                     noise generator could help.

                  
                  

               
               

            
            
            
            
               
               
               Online and Alternative Spaces

               
               
               
               
                  
                  
                  When financial
                     counselors need to use video chat, phone calls, or other media to interact with
                     clients, this can provide a degree of convenience for clients, including
                     accommodating disabled or differently abled persons or persons from a wider
                     geographical area. Many clients may strongly appreciate that they can schedule and
                     attend a virtual meeting with far less hassle to their schedules. It could also help
                     a person keep an established relationship with a counselor while the client is far
                     afield, such as a military person on deployment. Counselors who
                        primarily provide a virtual practice may also experience some work-life
                        benefits. Counselors who are exclusively virtual could also avoid needing to
                        acquire a physical office space. 

                  
                  
                  
                  Counselors should take care to make the client feel that the meeting
                     has the same degree of personal attention to detail as an in-person meeting. This
                     extends to what is behind the counselor on camera and making efforts to prevent
                     noises or distractions. The client should feel that this is their time and that the
                     counselor is prepared. 

                  
                  
                  
                  Here are some tips for creating a welcoming and accessible virtual
                     space:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        The required technologies need to be as self-explanatory and user-friendly as
                           possible and free to the client. How to use the service needs to be clearly
                           explained to the client.

                        
                        

                     
                     
                     
                     	
                        
                        
                        The counselor needs to ensure that issues such as bandwidth or computer
                           capabilities are not a concern for the given virtual meeting requirements.
                           The counselor can use third-party virtual meeting services that are hosted
                           by the service.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Online technologies must provide sufficient privacy and security.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Meetings should be started on time even if the client has not yet joined. A
                           client may wonder if anyone will join the meeting if they are kept
                           waiting.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Counselors should decide work-life boundaries for when they will schedule
                           meetings and when they will not.

                        
                        

                     
                     
                     
                     	
                        
                        
                        If a practice is to be primarily virtual, taking some time to figure out how
                           to market these services to find new clients is vital.

                        
                        

                     
                     

                  
                  
                  
                  Building a rapport with a virtual client can follow the same advice
                     provided in these materials. While there will be somewhat less nonverbal information
                     gathered, with video conferencing, much of a client’s and counselor’s nonverbal
                     information, such as facial expressions, can still be part of the experience.

                  
                  
                  
                  In
                     addition to virtual meeting options, some financial counselors may need to get
                     creative in relation to alternative physical meeting spaces. This could include
                     using space at a library, renting out space on a per-use basis, or using a
                     conference room. These alternative spaces could be used as a solution to a
                     counseling space that does not seem private enough or has other detractors, or they
                     could be used as a way to grow a start-up private practice.

                  
                  

               
               

            
            

         
         
   
      
         
         
         
         Model Effective Communication

         
         
         
         
            
            
            This area discusses effective communication, interviewing, and listening. The communication and interviewing area includes discussions of
                  the sender-receiver model, noise, having a purpose for each interview, and
                  having an attitude of acceptance. The listening area discusses active and
                  empathic listening, reviews reasons for poor listening, and discusses how to
                  verbally and nonverbally demonstrate listening.

            
            

         
         
         
         
         
            
            
            Model Effective Communication and Interviewing

            
            
            
            
               
               
               While studying the personal finance skills of financial knowledge, financial
                  literacy, and financial competency are especially important, financial counselors
                  will not get the opportunity to share that insight unless they can help the client
                  be receptive to it. They cannot educate willing clients on these skills without a
                  solid foundation of how best to communicate.

               
               
               
               Interviewing is a formalized type of communication. Financial counselors will spend
                  more time interviewing than any other activity. It is the most important activity
                  they will perform since all other parts of the counselor-client relationship depend
                  upon the results it generates.

               
               
               
               Note that the discussions in this area are intended as a study primer for the AFC
                  exam. Effective counselors should seek out and read resources in these areas on
                  their own and also consider other forms of formal training. A good place to start
                  is
                  with the resources related to communications and interviewing on the AFC exam book
                  list (see the bibliography for full citations):

               
               
               
               
                  
                  
                  	
                     
                     
                     Financial Counseling, editors Durband, Law, and Mazzolini

                     
                     

                  
                  
                  
                  	
                     
                     
                     Financial Counseling: A Strategic Approach, third edition, by Pulvino
                        and Pulvino

                     
                     

                  
                  
                  
                  	
                     
                     
                     The Social Work Interview, fifth edition, by Kadushin and Kadushin

                     
                     

                  
                  
                  
                  	
                     
                     
                     Developing Helping Skills, third edition, by Chang, Decker, and
                        Scott

                     
                     

                  
                  
                  
                  	
                     
                     
                     Facilitating Financial Health: Tools for Financial Planners, Coaches, and
                           Therapists, second edition, by Klontz and Klontz

                     
                     

                  
                  

               
               

            
            
            
            
               
               
               Differentiate Communication versus Interviewing

               
               
               
               
                  
                  
                  Conversations and interviews have much in common. They are both discussions, and
                     since people have a lot of experience having informal discussions, they may assume
                     they are naturally able to conduct an interview. However, interviews are more formal
                     than conversations, and some ways of conversing are inappropriate or inefficient in
                     an interview. One key difference is that, unlike a conversation that could go
                     anywhere and still be successful, interviews have a purpose, as is addressed more
                     elsewhere. Another difference is that while a conversation often takes place between
                     friends or coworkers who may share many similarities, interviews often involve a
                     counselor and client who come from very different backgrounds and social statuses,
                     which requires more delicacy. Also, an interview has an explicit promise of
                     confidentiality within legal and contractual limits, while a conversation does
                     not.

                  
                  
                  
                  Unlike a conversation, interviews have roles: interviewer and interviewee. Even if
                     working to equalize the relationship, the interviewer has more power. Both parties
                     have roles to play. The counselor is accountable for what occurs in the interview.
                     While conversation has no need for a record, an interview requires the counselor to
                     take good notes about important information that is shared and decisions that are
                     made. Also, the counselor must listen more than talk, or they will not get the
                     needed information and insight. A good counselor who works hard to create a positive
                     relationship with a client may have some influence over the client’s willingness to
                     share. This leads to the client’s role, which is to openly share information about
                     themselves or their issue. The interview cannot succeed regardless of how good the
                     interviewer is if the client chooses not to fulfill this role.

                  
                  

               
               

            
            
            
            
               
               
               Understand the Sender-Receiver Model and Noise

               
               
               
               
                  
                  
                  The sender-receiver model of communication can be illustrated as shown in Exhibit 2-2 and a number of its key terms are
                     defined after the exhibit. 

                  
                  
                  
                  
                     Exhibit 2-2: Sender-Receiver Model of Communication
                     
                     [image: Communication model showing Sender, Message, and Receiver linked by arrows, with Noise affecting each step and Feedback looping from Receiver back to Sender.]
                     
                  
                  
                  
                  
                     
                     Sender-receiver model of
                           communication:
                        A model that describes
                           communication as a dynamic, two-way process that occurs whenever a person is speaking
                           to a
                           person who is listening. It addresses the process of the speaker encoding the message
                           in
                           words or another format, the noise that can distort the message, the process of decoding
                           what the person said, and the feedback that the listener provides to indicate relative
                           understanding when they become the speaker in turn.

                     

                  
                  
                  
                  
                     
                     Sender:
                        The person who initiates a communication and in a conversation
                           or interview, this will refer to the person who is currently speaking or using other
                           forms
                           of communication.

                     

                  
                  
                  
                  
                     
                     Receiver:
                        The person who is hearing a message or is otherwise getting
                           and interpreting a message, and in a conversation or interview, this role will shift
                           depending on who is listening.

                     

                  
                  
                  
                  
                     
                     Message:
                        In the sender-receiver model, this is the content that is
                           conveyed from the sender to the receiver and can take the form of verbal and nonverbal
                           components. 

                     

                  
                  
                  
                  
                     
                     Encoding:
                        In the sender-receiver model, the process that the sender
                           uses to express their intended message, which can take verbal and nonverbal forms.

                     

                  
                  
                  
                  
                     
                     Decoding:
                        In the sender-receiver model, the process that a receiver
                           uses to interpret a sender’s message and make sense of it.

                     

                  
                  
                  
                  
                     
                     Noise:
                        Any distraction or interference that disrupts the effective
                           transmission and reception of a message during communication.

                     

                  
                  
                  
                  
                     
                     Feedback:
                        In the sender-receiver model, the receiver’s response to the
                           sender that provides the sender with information on the degree to which the message
                           was
                           understood. It is essential for overcoming noise.

                     

                  
                  
                  
                  The counselor and client take turns being the sender and the receiver. The sender
                     is
                     the person speaking, and the receiver is the person listening. After a message is
                     sent, it cannot be unsent, and the sender has no control over how it will be
                     received, in part due to noise, which will be discussed shortly. Exhibit 2-3 shows how the
                     counselor and the client take turns being the sender and the receiver as a
                     conversation proceeds. It also addresses how noise can play a part in each exchange
                     and how feedback is important in determining whether or not the intended message is
                     the message that the other party heard. The real process involves many exchanges
                     back and forth as both parties seek to get on the same page.

                  
                  
                  
                  
                     Exhibit 2-3: Example of the Sender-Receiver Model in Action
                     
                     
                     
                     
                        
                        
                        
                        
                           
                           
                              
                              
                                 
                                 
                                 
                                 
                                 
                                 
                                 
                              
                              
                                 
                                 
                                    
                                    	
                                       
                                       
                                       Sender

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       Noise

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       Receiver

                                       
                                       
                                    

                                 
                              
                              
                              
                                 
                                 
                                    
                                    	
                                       
                                       
                                       Counselor as sender: Before sending a message, the
                                          counselor considers the context, purpose, relationship
                                          stage, ethics, the receiver’s culture, and what was last
                                          said, and how. The counselor then encodes the message:
                                          “An effective way to reach your savings goals is to
                                          automatically deposit part of your paycheck into a
                                          high-yield savings account, perhaps at a different bank,
                                          so you won’t be as tempted to spend that money.”

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       Noise a client may be experiencing: actual noise, being
                                          hard of hearing, failing to listen, or psychological
                                          noise (e.g., low privacy, poor room conditions, the
                                          client is not ready to hear the message, it is stated
                                          with too much complexity, or culture issues exist.)
                                          Example: The client is from a cultural background where
                                          money is handled communally using lending circles. Some
                                          of the terms also sound a little complex.

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       Client as receiver: The client hears the message and then
                                          decodes it. What the client actually hears may differ
                                          from the counselor’s intended message, but after
                                          speaking, the counselor has no control over how the
                                          words will be interpreted. Example: The words
                                          “automatically” and “high-yield savings” feel both
                                          foreign and impersonal. The client gets defensive about
                                          the implication that they need to “hide money” from
                                          themselves.

                                       
                                       
                                    

                                 
                                 
                                 
                                    
                                    	
                                       
                                       
                                       Client as sender: The client needs to defend their
                                          culture and values and is feeling judged. The client can
                                          tell from the tone that it was meant well but lets
                                          defensiveness get the better of them. Client: “So you
                                          don’t think my people know how to save? We have our own
                                          ways. My cousins and brothers help me out when I need
                                          money, and I help them out. We value relationships, not
                                          automation. This is how we do it.”

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       Noise for the counselor: The counselor is trained to be a
                                          good listener and to show cultural responsiveness, but
                                          the counselor isn’t always perfect and has their own
                                          cultural background. They could misinterpret a defensive
                                          tone as being unwilling to change. The counselor has
                                          said something like this to many clients with good
                                          success. The counselor is a little surprised at the
                                          response and needs time to adjust.

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       Counselor as receiver: The counselor is now getting
                                          feedback on what the client said. This helps the
                                          counselor understand how the client interpreted the
                                          prior message. The counselor hears that there has been a
                                          cultural misunderstanding and that their choice of terms
                                          may have introduced complexity that was not needed at
                                          this point in the relationship.

                                       
                                       
                                    

                                 
                                 
                                 
                                    
                                    	
                                       
                                       
                                       Counselor as sender: [after a pause] “It sounds
                                          like you and your brothers and cousins have a strong
                                          bond that I wish I could say I had, too. This is clearly
                                          an important way your family manages their finances and
                                          keeps strong relationships. This really helps me
                                          understand what is important to you. Would it be helpful
                                          to you to explore some ways you could save while also
                                          honoring this support system?”

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       Noise example: The client may still be a little defensive
                                          and may not hear every word, but the counselor’s tone
                                          gets through.

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       The counselor’s response is also feedback to the client,
                                          and the response helps the client feel heard. The client
                                          knows this person is from a different culture and is
                                          willing to rebuild the rapport that was at risk.

                                       
                                       
                                    

                                 
                              

                           

                        
                        

                     
                  
                  
                  
                  The counselor considers whether saying a given message will maintain or improve the
                     relationship. The counselor must decide how to phrase the message so it will make
                     sense to the client but also without talking down to the client. The client’s
                     culture, vocabulary, financial competence, and other factors that are known at this
                     point in the conversation all play a role in what is said and how it is said. The
                     counselor chooses the words they will say and conveys this using nonverbal messages
                     and pacing the conversation in ways that seem appropriate. Nonverbal communication
                     and pacing are addressed elsewhere, but these are all things that people do
                     intuitively to help express their intent.

                  
                  
                  
                  After the sender transmits this message but before it gets to the receiver, noise
                     may play a role
                     in what actually gets received. This can be actual noise, or it can be many other
                     things. Think of it like signal noise that distorts an electronic transmission. Some
                     of this can be improved upon by using better spaces or by paying more attention to
                     nonverbal cues, while others are more difficult to fix. Here are some types of noise
                     with examples.

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        
                           
                              Physical noise:
                           Background
                              music, busy traffic outside a window, or air conditioner noise.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Physiological noise:
                           Hard of
                              hearing, speech impediment, or speaking too quietly.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Psychological noise:
                           Sender or
                              receiver is tired, in pain, nervous, not listening, or distracted;
                              receiver is not in the right place in their change journey (e.g., in
                              denial, subject causes anxiety or shame, or would alter their world
                              view).
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Semantic noise:
                           Different
                              cultures and different socioeconomic levels interpret nonverbal and
                              verbal cues differently (e.g., “pleased with yourself” could mean
                              “proud” to one person or “stuck up” to another); the words could include
                              unfamiliar jargon; the language may be a second language; or the
                              client’s cultural background/framework can impact perspectives on
                              personal finance and money values.
                           

                        
                        

                     
                     

                  
                  
                  
                  After the client receives a message, they become the sender when they respond. The
                     client will encode a response that may have some additional communication issues.
                     The client may not be able to put into words some of their feelings, attitudes, or
                     other information they wish to express. The client will also consider what is
                     socially appropriate to say in this setting, will make judgments about the
                     counselor’s culture and so on, and may also self-edit responses out of a natural
                     tendency to present a positive and acceptable image of themselves to others. As the
                     conversation proceeds and the client becomes more (or less) comfortable with the
                     counselor, the client may or may not decide to share some of the things they
                     self-edited.

                  
                  
                  
                  The sender’s response to what they hear becomes a form of feedback to the receiver.
                     Feedback is the only way that the receiver can determine whether the intended
                     message was actually received. Feedback is the only solution to the inevitable noise
                     in all conversations. By paying attention to people’s responses, the parties get
                     closer and closer to what is actually meant.

                  
                  

               
               

            
            
            
            
               
               
               Interviews Have a Purpose

               
               
               
               
                  
                  
                  Being prepared for an
                     interview includes beginning the interview with the end in mind and being proactive.
                     However, it is important to differentiate between keeping the general purpose of the
                     counseling session in mind and never deviating from the agenda for a session. The
                     general purpose of a counseling session is to understand the client and their goals
                     and/or advance those goals. The counselor should steer meetings to stay on track for
                     this general purpose. The client may have goals for the session. The client is
                     entitled to change goals between sessions or during a session. Even if the counselor
                     made an agenda for a session based on what was on an intake form or what the client
                     said they wanted to cover, if the client wants to discuss something else, the
                     counselor needs to adapt.

                  
                  
                  
                  The purpose of the interview could be informational, such as a financial counselor
                     participating in research work, but more likely, this purpose is evaluative and/or
                     to effect positive financial change. Evaluations are needed to assess the nature of
                     a specific individual’s issue. Creating positive change in the financial lives of
                     clients is the ultimate goal of financial counseling. Keep steering the interview
                     back toward this purpose. Mentally go over this purpose before the meeting and
                     communicate this intent at the start of the interview. Review whether this purpose
                     was achieved in the end.

                  
                  
                  
                  It is important to be prepared for an interview. Have an agenda and resources ready
                     to facilitate that agenda. However, know that client issues or problems can have
                     multiple factors, and a client may want to explore new areas. The very process of
                     the interview can result in the discussion going in an unexpected direction, so
                     begin with the end in mind but respond to the situation dynamically. Be prepared but
                     flexible.

                  
                  
                  
                  The client’s goals
                     might only be elicited by interviewing. This can be done in a deliberate manner. The
                     interviewer chooses what to emphasize, what questions to ask, and what to ignore
                     while applying various communication tools. A counselor’s conscious use of
                     communication skills is like tweaking the rudder of a boat to stay on course.

                  
                  
                  
                  Interviewing skills are important when seeking to learn about a client and their
                     issues. Counselors should not only seek information about the client’s financial
                     experiences but also how the client interprets and responds to such experiences. The
                     purpose, in this case is to gain empathy: to see the situation from the client’s
                     point of view and see past decision-making trends so the counselor can help the
                     client foresee the potential impact of their current decisions.

                  
                  
                  
                  The concept of interviews having a purpose extends to efficiently using the allotted
                     time for the session. While clients should be talking more and counselors listening
                     more, a client who is prone to ramble can derail the purpose of the interview if the
                     discussion goes off on tangents. While avoiding direct interruption, the counselor
                     can find a time to redirect or refocus the conversation. For example, wait for the
                     end of a sentence, then remind the client about the purpose of the interview. A good
                     way to do this is by summarizing the important points of what they said to
                     demonstrate that the counselor was respectfully listening while emphasizing those
                     points that advance the interview’s purpose.

                  
                  

               
               

            
            
            
            
               
               
               Have an Attitude of Acceptance to Enable Receptivity

               
               
               
               
                  
                  
                  An attitude of acceptance is necessary for developing a
                     positive relationship with a client so that the work can be productive. Part of this attitude is to empower the client. Acceptance
                        empowers the client while recognizing the client as the primary individual in
                        the counseling relationship. The effective financial counselor accepts the
                     client where they are at. The counselor helps the client achieve
                        what they can be and wish to be. The counselor is concerned not with
                     blaming or judging behavior (these create defensiveness) but with understanding. Seek to understand the reasons for a client’s behavior. Rather
                        than looking for the good or the bad, look for the real and the actual, and talk
                        about this in an open, honest, and caring way. Reject being moralistic or
                        disapproving. Be kind and empathetic, recognizing that people are often not kind
                        to themselves and may already be putting feelings of shame or inadequacy upon
                        themselves.

                  
                  
                  
                  For example, a client may feel shame for not having met goals set in a prior
                     counseling session. An attitude of acceptance can take the form of
                        diffusing rather than reinforcing this negative thinking. A counselor can
                     model positive thinking, such as looking at any amount of saving as being a positive
                     step, even if a goal was not met. This will help clients open up and share more of
                     their financial story.

                  
                  
                  
                  How does this relate to the counselor’s role in assisting the client to
                     achieve their personal financial goals? First, focus on the behavior, not the
                     person. Acceptance does not prevent making an assessment and eventually facilitating
                     change. The counselor must consider that the positive relationship is the
                     fundamental building block that must exist before such work can succeed. Be
                     respectful, attentive, and caring, not critical, aloof, or patronizing. In truth,
                     a
                     counselor may not always feel so accepting, but it is their professional duty to act
                     accepting.

                  
                  

               
               

            
            

         
         
         
         
            
            
            Model Effective Listening Techniques

            
            
            
            
               
               
                Listening needs to take
                  precedence over speaking. Listening is so vital to communication and interviewing
                  that it gets its own discussion here. There are many levels of listening, and only
                  some of them are effective. Listen with the end in mind: when the counselor is a
                  good listener, the client genuinely feels listened to and trusts the counselor more
                  because of it.

               
               
               
               Active listening involves
                  so much more than paying attention to someone talking. Active listening is defined as: An engaged form of listening that involves paying
                     close attention, interpreting verbal and nonverbal cues, and offering thoughtful
                     responses. Active listening includes verbally demonstrating listening, knowing how and why
                  poor listening occurs to avoid such pitfalls, and using attending behaviors that
                  nonverbally demonstrate listening. These verbal and nonverbal methods of
                  demonstrating listening are called engaging,
                  which is defined as: The act of building rapport and fostering a connection to
                     create and maintain a relationship.

               
               
               
               Both verbal and nonverbal methods of demonstrating listening can use pacing techniques.
                  Pacing is
                  not mimicry but just reading the room and adjusting the general tempo of an
                  interview to the client’s needs and current mood. The counselor can also alter the
                  pacing, for example, to help keep the interview focused on the purpose of the
                  interview or to reduce tension.

               
               
               
               Other ways of showing active listening include various methods of reflection of what
                  the client has said. This includes clarifying information, summarizing what they
                  heard, and affirming or validating acceptable client behaviors. In addition to using
                  these interview techniques to demonstrate that one has heard what the client is
                  saying and to verify that what they heard is what the client was actually trying to
                  say (e.g., despite the various types of noise between the sender and receiver), they
                  are also valuable tools for interview direction setting. The counselor can shape how
                  conversations proceed by selecting what they choose to emphasize or ignore.

               
               
               
               This area also discusses some limitations of what counselors and clients “hear” when
                  conversing in video, voice, or writing.

               
               

            
            
            
            
               
               
               Active and Empathic Listening

               
               
               
               
                  
                  
                  Active listening
                     requires conscious and sustained effort to not only hear what is said but also what
                     is meant and its implications to the client. It is only possible to actively listen
                     when one is listening in silence. Try to spend about two-thirds of an interview
                     listening. Active listening is a difficult task that must be learned. Counselors
                     listen by focusing on what the other person is saying to the best of their ability,
                     tuning out distractions or the urge to think up a response. Counselors need to
                     interpret a client’s volume level, word emphasis, speaking pace, and pitch. They
                     need to listen effectively even when clients have rambling speech patterns, speak
                     quickly, use a dialect, or use unfamiliar jargon or cultural references.

                  
                  
                  
                  Active listening is defined as:
                     An engaged form of listening that involves paying
                        close attention, interpreting verbal and nonverbal cues, and offering thoughtful
                        responses.

                  
                  
                  
                  Active listening is a prerequisite for
                        empathic listening, as is having empathy. Empathic listening is defined as: The combination of paying close attention to a
                        client’s message while also working to understand the client’s perspective to “see
                        with” the
                        client rather than “feeling for” the client.
                     The goal is that the client feels seen and understood. Empathic
                        listening, unsurprisingly, requires having empathy for a client. Empathy means
                        the counselor works to understand the client’s individual frame of reference
                        while remaining an objective observer. The financial counselor imagines
                     what it might be like for the client in their situation.  When
                        reflecting back to show empathic listening, the counselor clearly expresses how
                        they would be thinking and feeling in that situation if they were that client.
                        Empathy is not the same thing as sympathy. Sympathy is feeling for a client.
                        Empathy is seeing with a client. Empathy is not taking on that person’s pain,
                        nor is it saying something counterproductive, such as “I know how you are
                        feeling.” Rather, it says, “I am with you.”

                  
                  
                  
                  Note that reflecting is defined as
                     follows: An interviewing technique in which the counselor restates
                        or paraphrases what the client said to guide the conversation, get clarification,
                        or show
                        empathy.

                  
                  
                  
                  Financial counselors can work to improve their empathy
                     and empathic listening by seeking to understand another person’s worldview, beliefs,
                     and assumptions. It is especially important when working to show cultural
                     responsiveness.

                  
                  

               
               

            
            
            
            
               
               
               Verbally Demonstrating Listening

               
               
               
               
                  
                  
                  Verbally demonstrating listening can take the form of
                     encouragers, various forms of reflection, affirmations, or some forms of
                     silence.

                  
                  
                  
                  Verbally demonstrating listening can be a less is more situation. This is called
                     minimal encouragement, and a term for these cues plus their nonverbal counterparts
                     is encouragers:
                     Verbal and non-verbal cues used during conversations to
                        show active listening and encourage continued sharing.

                  
                  
                  
                  A simple “mmhmm,” “I see,” “I understand,” or “Then what?” can encourage more speaking
                     without
                     feeling like an interruption. They also allow the counselor to
                        stay noncommittal while internally making assessments.

                  
                  
                  
                  Reflecting is defined as: An interviewing technique in which the counselor restates
                        or paraphrases what the client said to guide the conversation, get clarification,
                        or show
                        empathy. The main purpose of reflection is to help a client tell their story. Another purpose is to guide the counselor and the client.
                        Reflection guides the counselor by helping refine their current understanding of
                        the client’s worldview or opinion because it is a form of seeking directed
                        feedback. The counselor uses reflection to guide the client by using
                     selective emphasis. Selective emphasis is
                     defined as: An interviewing technique used as part of
                        reflecting to highlight specific aspects of a client’s story to help guide the discussion
                        or
                        help the client gain insight. It should not be used to express judgment.
                     An example is to help clients see potential solutions to their
                        issues. This selective emphasis should remain neutral rather than expressing
                        approval or disapproval. For example, if a counselor emphasizes the
                     client’s preferred order, “So you plan on paying off the low-interest card
                     first instead of the high-interest one,” this emphasis might imply
                     disapproval of that order. A neutral emphasis could be: “Your plan is to pay off the
                     low-interest card first because it has the lowest balance, then to work on
                     the higher-interest card.” This version emphasizes the client’s reasons.

                  
                  
                  
                  When reflecting, begin with the end in mind. Have a purpose for your
                     follow-up that reflects the purpose of the interview.

                  
                  
                  
                  Reflection can reflect the content of what is said, the feelings behind
                     what is said, or the meaning of what is said.

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Reflecting content can be used to get past the noise in the interview.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Reflecting feelings works to reflect what the counselor thinks the client’s
                           feelings are rather than projecting the counselor’s own feelings upon the
                           client. The counselor may have made an incorrect assumption about a client’s
                           feelings but will get feedback.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Reflecting meaning expresses what the counselor believes is important to the
                           client. It prompts further explanation.

                        
                        

                     
                     

                  
                  
                  
                  Reflection can also act as a means to help clients clarify their thoughts, feelings,
                     and priorities for themselves. Like a sounding board, with the
                        help of the counselor, they can hear back versions of what they have expressed,
                        turn over these ideas, and consider them more deeply. When a client
                     expresses doubt, good reflection will reflect that doubt back rather than arguing
                     it
                     away. Client: “I’m just not ready to commit to a budget.” Counselor: “I heard you
                     say that you are not ready to commit to a budget yet. Did I get this right?... Does
                     this mean you would like to look at other options to address your financial goals?”
                     Compare this to an inappropriate reflection that argues away
                        client doubt: “You said you aren’t ready to commit to a budget, but you don’t
                        have to commit to budgeting just to try a budgeting exercise.”

                  
                  
                  
                  Reflection includes paraphrasing, summarizing, and clarifying.

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Paraphrasing:
                           Restating a client’s message in the counselor’s own
                              words to confirm understanding and show active listening.

                        
                        
                        
                        Repeating the essential message of a client’s message in the
                           counselor’s own words could be helpful if the new way of saying it helps
                           provide clarity or a new way of looking at something. It is best when it is
                           concise. Like summarizing, it does not add new content to the message that
                           the client said. “You feel uncomfortable about hitting your credit limit or
                           getting more in debt due to unexpected or spontaneous expenses.”

                        
                        

                     
                     
                     
                     	
                        
                        
                        Summarizing:
                           A counseling skill that involves restating key points
                              shared by the client to confirm understanding and allow for further reflection.

                        
                        
                        
                        Summarizing involves concisely rephrasing or paraphrasing the
                           essence of what was said as a statement rather than a question. Summarizing
                           can emphasize the important points of the narrative as a method of
                           clarifying, helping the client organize their thoughts, expressing empathic
                           listening, or affirming a client’s progress in a given area. Summarizing is
                           a good way to test out the degree of cultural awareness the counselor has
                           developed with a client and to prompt the client to help the counselor
                           understand that culture even better. It can also help with transitions: to
                           end a discussion or to start a new session where the last one left off. For
                           example, here is a summary for a client with credit card debt: “We discussed
                           that you are not getting ahead on your debt, your regular need to use your
                           credit card, sometimes for emergencies, and sometimes to go to the bar, and
                           the pain of regularly hitting your credit limit.”

                        
                        

                     
                     
                     
                     	
                        
                        
                        Clarifying:
                           An interviewing technique in which the counselor asks
                              questions or makes statements to help the counselor better understand the client’s
                              actual
                              intent.
                           Clarifying is a form of reflection that uses the client’s
                              own language to gather additional information. Used wisely, a
                              clarification can assure the counselor and client they are on the same
                              page about what is important to the client. Clarifying uses many
                              techniques, for example:

                        
                        
                        
                        
                           
                           	
                              
                              
                              Summarizing as a way of clarifying, adding an open-ended question:
                                 “...and the pain of regularly hitting your credit limit. Is there
                                 anything you want to add before we move on?”

                              
                              

                           
                           
                           	
                              
                              
                              Repetition (repeat a word or phrase verbatim): “You are always behind
                                 the eight ball?”

                              
                              

                           
                           
                           	
                              
                              
                              Admitting confusion: “I really don’t know my pool terms. What did you
                                 mean?”

                              
                              

                           

                        
                        

                     
                     

                  
                  
                  
                  Affirmation is defined as: A counseling technique in which the counselor uses
                           focused “you” statements (e.g., “you chose to...”) to validate the client’s specific
                           traits,
                           actions, experiences, or feelings in order to help the client feel more capable of
                           accomplishing goals within their control and/or reinforce behaviors that align positively
                           with their financial goals.
                        Affirmations are best when focused on specifics, are brief,
                           and use “you.” They can be as simple as, “I’m glad you decided to come back
                           in again.” Affirmation can be used while reflecting by using it to point out
                           a client’s good intentions, actions, or inner strengths: “You said you would
                           not even think about applying for another credit card, so you have more
                           willpower than you are admitting.” Affirmation can encourage positive change
                           and help counselors retain clients because people tend to trust others who
                           help them support a positive self-image. However, an affirmation needs to
                           not be overstated or insincere. Affirmation differs from
                     reassurance. Reassurance is defined as:
                     In interviewing, this is a counterproductive
                        communication method that involves indicating that a client will be okay or not to
                        worry,
                        which may be interpreted as condescending rather than comforting because it can minimize
                        the
                        client’s concerns or dismiss their feelings or experiences.

                  
                  
                  
                  Effective counselors change it up. They avoid being mechanical. They
                     don’t overuse repetition and vary their reflection lead-ins: “If I get you
                     right...,” “I hear you saying...,” etc.

                  
                  
                  
                  Silence can be a form of demonstrating listening. A deliberate long
                     pause can be used to encourage a client to continue speaking on a subject, and a
                     longer pause may be especially appropriate if the client has disclosed something
                     difficult to speak about.

                  
                  

               
               

            
            
            
            
               
               
               Reasons for Poor Listening

               
               
               
               
                  
                  
                  A typical social conversation includes many poor listening behaviors. This can
                     include changing subjects abruptly, often to talk about oneself. People may ask lots
                     of questions or help fill an awkward silence. Much of what people say is irrelevant,
                     or their point seems to be obvious halfway through, and people interrupt frequently,
                     being impatient to respond. People also listen defensively, meaning they are getting
                     their argument ready as the other person is talking, and all the while they are
                     pretending to listen or are half listening. Also, things that threaten a person’s
                     worldview create an impulse to defend one’s position. The fact that one can think
                     much faster than people can speak adds to this problem. Sometimes people are just
                     daydreaming as others are talking.

                  
                  
                  
                  Similarly, in an interview, some of the things a client says will be dull, off
                     subject, or unimportant. When counselors hear the words but ignore the message, this
                     can lead to serious misunderstandings when a partial understanding is filled in with
                     assumptions. 

                  
                  
                  
                  Poor listening can take the form of physical distractions. Fatigue or physical
                     discomfort can hinder listening. Being partly distracted by looking at a computer
                     screen or notepad (even if it is to record information about the interview) means
                     that the counselor can miss body language. Similarly, fidgeting and so on are forms
                     of nonverbal poor listening.

                  
                  
                  
                  Understanding that these defensive mechanisms are natural can help financial
                     counselors to be more ready to accept changes in their listening habits. Rather than
                     believing that active listening involves just deciding to try harder to listen,
                     effective counselors are more proactive. They make themselves ready to hear things
                     that challenge their worldview. They educate themselves on the issues their clients
                     are experiencing so they can tune in better since the subject is something they
                     studied and is an interest. However, they also cultivate a “beginner’s mind” or an
                     assumption of ignorance, so they don’t think they know so much that they start
                     filling in the blanks instead of listening. They also are gentle with themselves
                     when they do fail. Failure once in a while is inevitable; after all, these are
                     natural defense mechanisms. The key is to recognize when it occurs, determine the
                     cause, and use it as a learning opportunity.

                  
                  

               
               

            
            
            
            
               
               
               Nonverbal Communication Elements

               
               
               
               
                  
                  
                  Nonverbal communication is defined as:
                     Any aspect of communication that is not
                        spoken, such as facial expressions, pacing, posture, or gestures. They can have a
                        significant impact on the meaning of the message, especially its emotional content. Nonverbal communication conveys a person’s feelings about
                        what is being said; it clarifies a person’s speaking intent. Nonverbal
                        communication can make up more than half of a person’s communication and is
                        especially important for conveying feelings and attitudes. Nonverbal
                        communication includes eye contact, facial expressions, gestures, and body
                        posture. People also communicate whether or not they like it since others will
                        assess a person based on their appearance and how they present
                        themselves.

                  
                  
                  
                  People
                     instinctively account for body language, but financial counselors can pay special
                     attention to how they exhibit their body language and to the body language of the
                     client. However, counselors should by default use body language that feels right and
                     genuine, especially when working with clients with a similar cultural background or
                     one that they know well. Forcing eye contact when it feels wrong to you or
                     attempting other artificial or contrived changes to body language may come across
                     as
                     awkward and have the opposite of the intended effect.

                  
                  
                  
                  Here are some emotional states that nonverbal communication might
                        be expressing. Note that some aspects of nonverbal communication, including
                     eye contact, are culturally dependent and may not mean the same things universally.
                     Financial counselors need to become familiar with the customs
                        and norms of the individuals they are likely to serve so they can properly
                        interpret nonverbal communication, which may not track to the patterns discussed
                        next.

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        
                           
                              Engaging or disengaging:
                              
                           Engaging can
                              be shown using moderate but not excessive eye contact (especially when
                              listening), leaning forward, and an animated face.
                                 Disengaging (or perhaps depression) can be seen by staring out a
                                 window or at the floor, slouching or leaning back, or facial
                                 expressions of boredom or disinterest.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Comfort or anxiety:
                              
                           Normal
                              amounts of eye contact can convey warmth and acceptance. Crossing of the
                              arms can express discomfort with a subject. No eye contact or excessive
                              hand gestures can express anxiety or fear. A face under tension may
                              blush, perspire, or have pursed lips.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Calmness or anger:
                              
                           Calmness can
                              be expressed using a normal, relaxed speaking pace and tone. Anger can come out as clipped speech, elevated
                                 volume, and shorter than normal speeches and pauses. Embarrassment
                                 can also have similar patterns but at lower volume.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Credibility or insincerity: 
                           Delivering a
                              message with eye contact increases credibility. Less than normal eye
                              contact could signal deception or dishonesty (or other things such as
                              shyness).
                           

                        
                        

                     
                     

                  
                  
                  
                  Too much eye contact can make people uncomfortable. For this reason, a
                     setup of a client and counselor at an angle to each other rather than directly
                     facing one another allows for a little less eye contact. Over time, as a positive
                     relationship develops, increasing amounts of eye contact are a signal that the
                     relationship is improving. Nonverbal elements are most important at the start and
                     end of an interview. The elements at the start of an interview set the tone. The
                     nonverbal elements at the end, if they are in sync with each other, will signal the
                     interview went well and that the relationship is strong or improved.

                  
                  
                  
                  Beware of making too many assumptions. It is hard to distinguish
                     between anger and impatience or between hatred and envy, for example. Also, a person
                     with their arms crossed may be cold rather than rejecting the subject being
                     discussed. A wrinkled nose may signal disgust or a sneeze coming on. When in doubt,
                     consider the verbal and other context, and perhaps seek feedback.

                  
                  
                  
                  Silence is its
                     own form of nonverbal communication. It can be used in many ways and its duration
                     matters. Allowing for moments of silence can help the client or counselor collect
                     their thoughts, make a transition between subjects less awkward, or be used as a
                     prompt for the client to continue talking. Silence can feel affirming or tense.
                     Sometimes, things cannot be said aloud, but the silence allows for nonverbal
                     communication to say it all. For example, a client expresses pain at the loss of a
                     spouse. The counselor looks at the client with empathy rather than saying anything.
                     The client accepts this and continues on their own when ready.

                  
                  

               
               

            
            
            
            
               
               
               Listening Nonverbally:  Attending and
                  Pacing

               
               
               
               
                  
                  
                  Listening nonverbally requires being a good observer. Notice facial
                     expressions, gestures, posture, muscle tension, breathing patterns such as sighs,
                     and outward expressions of emotion. Assess if the client’s nonverbal messaging seems
                     to confirm or refute what the client is saying. This can involve
                        attending and pacing.

                  
                  
                  
                  Nonverbally
                        demonstrating listening can take the form of attending or pacing. Attending is defined as: A type of focused listening that involves using verbal and
                        nonverbal cues to indicate one is fully present and attentive when another person
                        is
                        speaking, especially in a counseling setting.

                  
                  
                  
                  Attending behaviors are the art of nonverbally demonstrating that the counselor is
                     paying attention and is fully focused on the client. They are types of encouragers.
                     These can include affirmations such as head nods (but don’t overdo these) and using
                     facial expressions that reflect what is being said (positive as a default, a
                     concerned face for sad news, and so on). There are a number of ways to demonstrate
                     attention.

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        
                           
                              Attentive eyes:
                              
                           Make an
                              appropriate amount of eye contact for the situation and overall. Be
                              careful to avoid eye contact that could be misinterpreted as something
                              inappropriate.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Attentive orientation:
                              
                           The counselor
                              orients themselves generally toward the client. If sitting at an angle
                              to the client, this orientation can be more subtle.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Attentive posture:
                              
                           The counselor
                              can lean in slightly fairly often to show interest. Keep a good posture
                              overall rather than slouching. Consider that crossing arms could convey
                              being unreceptive (closed off). Crossing legs is also sometimes
                              expressed as inappropriate, but this may be fine when the legs are not
                              visible anyway or other methods such as leaning in are used to convey
                              attention. Showing the bottom of one’s feet is considered disrespectful
                              in some cultures, so perhaps just cross ankles if a change of posture is
                              needed.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Attentive demeanor:
                              
                           A positive
                              facial expression and occasional smile are important both when welcoming
                              clients and throughout the interview as appropriate. At times, a serious
                              tone may instead be the correct demeanor for the situation.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Attentive ease:
                              
                           Keep from
                              getting tense. Relax and be natural while being present. Don’t overly
                              worry about eye contact, posture, and so on. Just don’t go so far in the
                              opposite direction as to be inattentive, slouching, or otherwise
                              disrespectful.
                           

                        
                        

                     
                     

                  
                  
                  
                  Pacing is defined as: A communication technique where a counselor intuitively
                        matches a client’s tone, speed, intensity, and body language. 

                  
                  
                  
                  Pacing to match the verbal and nonverbal cues of the client is often an automatic
                     response (not a
                     conscious decision) and is more common when there is genuine interest in talking to
                     the other person. Conscious attempts at pacing should be subtle,
                        or it may seem awkward and could have the opposite of the desired
                        effect.

                  
                  
                  
                  Pacing involves the counselor putting nuance into their tone, speed of speech, pitch,
                     emphasis, and so on as part of conveying the intent of what is being said. A normal
                     use of pacing is to match the client’s tone with a compatible pace to create a
                     rapport with a client. Pacing can also be used when reflecting a client’s feelings.
                     If the client is expressing shame or sadness, a softer pace is
                        called for. When the client is expressing anger, more firmness may be needed (or
                        a break may be called for). A client’s pacing can give a clue to their emotions.
                        A client who normally speaks slowly but speeds up the pace could be showing
                        nervousness, for example.

                  
                  
                  
                  Pacing can be used to help moderate a client’s pace, within reason. For
                     example, a counselor could use pacing to slow down a fast talker a little. If
                     needed, the counselor can also ask someone to slow down a little but take care.
                     There should be a good reason for asking a client to modify their speaking
                     patterns.

                  
                  
                  
                  Silence is important to pacing. If you have asked a client a question
                     that requires some thought, it is important to give some time for that thought by
                     silently awaiting a response. Speaking again will indicate impatience and lack of
                     concern for the answer. Getting used to silence can take some experience to avoid
                     feeling stress when allowing it.

                  
                  

               
               

            
            
            
            
               
               
               Communicating in Video, Voice, or Writing

               
               
               
               
                  
                  
                  Interactions using technology can limit the amount of body language and other
                     nonverbal interactions that clients and counselors receive. Communications in text,
                     email, and so on are even more limited in this regard, and counselors should avoid
                     some things, such as humor in these media, as it is easily misinterpreted without
                     the social cues. Extra effort is needed to convey nuance and feelings. Furthermore,
                     email communications are asynchronous (no immediate responses), which increases
                     communication challenges relative to texting, which can feel a little more personal,
                     if the counseling practice allows texting clients at all. If allowed, texting could
                     be used just for scheduling and the like or be used for more if it is a client
                     preference, as may be the case with many younger clients. Counselors and clients
                     might use things such as emojis or type out emotional responses such as “sigh” to
                     help convey intent. A general rule of thumb for texting: If you would not be
                     comfortable having your text read out loud in a courtroom, don’t type it (it is a
                     written document).

                  
                  
                  
                  Online communications with a counselor can sometimes create an effect where some
                     people feel more comfortable disclosing highly personal issues in this format than
                     doing so in person. There can be less fear of embarrassment for some people in this
                     format.

                  
                  
                  
                  Communications using technology is a grey area in the AFCPE Code of Ethics, but some
                     Standards of Practice relate to technology.

                  
                  
                  
                  
                     
                     Standard of Practice 13, Confidentiality of Records:

                     
                      Counselors must maintain appropriate confidentiality in creating, storing,
                        accessing, transferring, and disposing of counseling records.

                     

                  
                  
                  
                  This standard extends not only to online communication but also to any software
                     systems counselors use for storing and organizing counseling records. Online clients
                     still need to sign consent forms, and additional ones for social media policies may
                     be needed. Do not friend clients on social media, and keep any texts short and
                     document them. Verify that online communications are properly encrypted and do not
                     record unless you already have written consent and have a valid reason to do so.

                  
                  
                  
                  
                     
                     Standard of Practice 14, Permission to Record or Observe:
                        

                     
                     Counselors must obtain prior written consent from clients in order to record
                        electronically or observe sessions.

                     

                  
                  

               
               

            
            

         
         
   
      
         
         
         
         Support Behavior Change and Integrate Skills

         
         
         
         
            
            
            This area discusses the imperative of financial counselors being culturally
               responsive and nondiscriminatory. The discussion of supporting changes in financial
               behavior also provides the rationale for using behavioral finance in counseling
               without providing financial therapy. Financial coaching is
                  discussed as an important component of financial counseling. A change management
                  process is discussed along with the technique of motivational interviewing.
                  Concepts from behavior finance are covered, including using various question
                  types and understanding behavioral scripting about money, biases, heuristics,
                  and persuasion. The area concludes with a discussion of the integration of
                  various counseling skills.

            
            

         
         
         
         
         
            
            
            Demonstrate Cultural Responsiveness

            
            
            
            
               
               
               Financial counselors will work with clients with whom
                  they may have many differences. AFCPE Standard of Practice 1 addresses categories
                  of
                  differences that require nondiscrimination.

               
               
               
               
                  
                  
                     Standard of Practice 1,
                        Nondiscrimination:
                     

                  
                  Counselors respect diversity and must not
                     discriminate against clients because of age, color, culture, disability, ethnic
                     group, gender, race, religion, sexual orientation, marital status, or
                     socio‐economic status.

                  

               
               
               
               All people have some
                  personal biases based on their upbringing and experiences, but competent financial
                  counselors work toward self-awareness of biases and make efforts to improve. They consider it important to “know thyself” and may get training
                     or therapy in this area. They explicitly take an inventory of their biases
                  and assumptions. The first step in working on this is recognition.
                     Effective counselors who belong to one or more dominant groups can take some
                  time to consider the advantages this has created in their own lives. They can then compensate for these biases or they might avoid
                     certain media that reinforce such biases.

               
               
               
               A key
                  concept here is the other or the outsider. Societies make “us” groups and “them”
                  groups and assign hierarchy and stereotypes to them. For example, a person may
                  subconsciously believe a person who works outside the home is superior to a
                  homemaker in some way. The term microaggression refers to: Subtle, often unintentional verbal and/or nonverbal
                     behavior that reinforces stereotypes, dismisses a client’s cultural identity, or makes
                     them
                     feel judged, marginalized, or invisible. Even supposed compliments can cause this
                     harm if it
                     implies the individual is an exception to a given stereotype. Speaking of a female leader as “aggressive” but the same behavior from a male
                  leader as a “straight talker” is an example. A supposed compliment that a client
                  lacks some negative stereotypical element of their culture is a microaggression.
                  However, even when a counselor is choosing their words carefully, microaggression
                  could still be a nonverbal behavior issue, such as showing impatience, fear of the
                  person, or looking at a client in a silent judging way when they admit to financial
                  behavior that they may already feel ashamed about. Microaggressions can be
                  recognized as a form of discrimination, documented, and addressed through
                  self-reflection and training.

               
               
               
               
                  Example

                  
                     
                     
                     In Black Financial Culture, author Michael G. Thomas Jr. says he was
                        “perceived as a threat to people outside my community until proven otherwise.”
                        He relates how this led to a microaggression from a school principal when he was
                        younger that stuck with him. He was singled out for being late even though other
                        kids were also coming in late and were not singled out. He was typically
                        punctual and took great pride in this punctuality. If the principal had instead
                        inquired about how he was doing or why he was late, she may have learned that
                        his mother worked the graveyard shift, and it was up to him and his sister to
                        get ready on their own. 

                     
                     

               
               
               
               Counselors need to
                  cultivate self-awareness and recognize that a client’s willingness to trust or open
                  up may be shaped by their lived experiences, including past or ongoing experiences
                  of discrimination. These dynamics can influence the counseling
                     relationship in subtle and significant ways. Thoughtful and appropriate use
                  of self-disclosure may help reduce perceived power imbalances and foster a more
                  collaborative environment. Additionally, if a client expresses that their race or
                  cultural identity is a contributing factor to their financial challenges, it is
                  critical to listen with empathy and validate their perspective. Dismissing or minimizing such experiences is not only inappropriate, but it can
                     also damage trust and hinder the client’s progress. Creating a space where
                     clients feel seen, heard, and respected is essential to providing effective and
                     equitable financial counseling. Failure to do this can result in a client
                  feeling marginalized. Marginalize is defined as: A systematic societal exclusion of groups or individuals
                        that can lead to reduced access to financial resources or trust in financial systems.
                        Counselors need training to avoid contributing to this dynamic.

               
               
               
               A professional responsibility of a financial counselor is to learn about the clients
                  they often will be working with. An important example to learn about is whether that
                  culture feels free or constrained to talk about money matters or feelings and who
                  they feel they can trust for advice (e.g., family versus a counselor). Financial counselors educate themselves so they can be more likely
                     to have patience when needed to create a positive relationship. Effective
                     counselors identify the client’s needs rather than unconsciously substituting
                     their own needs.

               
               
               
               As a financial counselor starts learning about the culture or other
                  social groups of a given client, they may make some assumptions based on what they
                  think they know. However, these assumptions may not apply to this client. Learning
                  about cultures and other forms of diversity can help avoid misunderstandings or
                  miscommunication (e.g., when and how often making eye contact is appropriate), but
                  the counselor should always be open to an individual rewriting the counselor’s
                  internal script of who they think the client is.

               
               
               
               Working with the elderly can help illustrate the concept. A younger
                  financial counselor working with an elderly client may unconsciously feel discomfort
                  due to fears about their own decline, loss of social status, mobility, or mortality.
                  They may have trouble relating to the client because they feel like they belong in
                  a
                  different era and may use cultural references that are unfamiliar to the counselor.
                  They may have a resistance to using government assistance programs. They may have
                  religious beliefs that play into how they have saved or failed to save for
                  retirement. The client may have hearing loss issues that they do not admit to but
                  may become evident after asking the counselor to repeat things or by showing
                  strained hearing body language.

               
               
               
               The primary things any financial counselor can do to show cultural
                  sensitivity with any client is to show respect and always model courtesy (e.g.,
                  return phone calls promptly, listen attentively). When working with the elderly, the
                  use of formal surnames and welcoming the client with a smile and a handshake is
                  often well received. Here are some other examples of ways to be proactive in
                  nondiscrimination:

               
               
               
               
                  
                  
                  	
                     
                     
                     
                        
                           Acknowledge challenges:
                           
                        A client may
                           express a limiting narrative, such as a woman discussing a “glass
                           ceiling.” The counselor could discuss with the client if this resulted
                           in self-limiting behavior, such as not even applying for a supervisor
                           position at work.
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        
                           Use self-compassion:
                           
                        Financial
                           counselors acknowledge and accept their feelings related to biases, and
                           they stay positive and look for the common humanity with clients.
                           Everyone makes mistakes. Financial counselors should focus on recovering
                           from and learning from their mistakes rather than on judging themselves
                           harshly.
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        
                           Accept behavior adaptation:
                           
                        Some clients
                           will withdraw from participation when they perceive themselves as part
                           of an “out” group, such as one spouse who lets the other do the talking,
                           while others may work to cozy up to someone they perceive to be in an
                           “in” group, while still others may accept their place in a hierarchy.
                           Financial counselors acknowledge that all clients have reasons for their
                           behavior and tailor their approach to best meet their client’s
                           needs.
                        

                     
                     

                  
                  

               
               

            
            

         
         
         
         
            
            
            Understand Emotional/Behavioral Side of Finance

            
            
            
            
               
               
               Many financial
                  counselors realize that just providing the facts and financial management processes
                  is not enough to help most clients succeed in the long run. Behavioral
                     finance applies concepts of cognitive psychology to the financial
                  decision-making processes. These terms are defined as: 

               
               
               
               
                  
                  Behavioral finance:
                     A field that studies how psychological influences
                        and emotional responses can affect financial decisions and market outcomes.

                  

               
               
               
               
                  
                  Cognitive psychology:
                     A field of study related to how people think,
                        remember, perceive, and problem solve that is relevant to financial counseling because
                        it
                        helps counselors understand client financial behaviors.

                  

               
               
               
               When cognitive
                  psychology is applied to finance, the goal is to understand why individuals make the
                  financial decisions they make, including those that are not financially beneficial.
                  The realm of psychology and providing therapy is outside the scope of financial
                  counseling. The related field is financial therapy, which requires proper licensing.
                  Financial therapy is defined as:
                  A professional field that requires being a licensed
                     therapist and that provides its clients with integrated emotional and psychological
                     support
                     related to financial issues.
                  Licensing is defined as: In a financial context, the legal authorization that is
                     required to practice as certain types of financial professionals, such as those who
                     offer
                     investment advice or serve as insurance agents.
                  

               
               
               
               Counselors can benefit from understanding behavioral finance and financial psychology
                  as they help clients explore their personal money values. There may be instances
                  when referrals to other financial professionals are necessary to address financial
                  issues that fall outside the scope of the counselors’ expertise.

               
               
               
               The emotional or behavioral side of finance may come more into play with some clients
                  than others. Some clients arrive ready to address their financial issues. They just
                  need a little motivation and a lot of financial information. Others arrive in no
                  such state. A good example of this is an unwilling client. If the financial
                  counselor works for a government agency, some of their clients may be arriving due
                  to a court order, such as a client applying for bankruptcy. Other clients may be
                  facing an ultimatum from a spouse, partner, or family member (e.g., one who has
                  acted as a cosigner). Such clients may arrive with a conscious or unconscious intent
                  to resist the financial counseling process or view it as a hurdle or box to check
                  for a third party, not a service that can directly benefit the client. The client
                  may be in denial about there being a problem at all, or at least its significance
                  or
                  consequences. They may even pretend to go along with everything but plan to act on
                  nothing. Unwilling clients, regardless of the reason for their unwillingness, are
                  treated like any other client but will require extra attention to get client buy-in.
                  The counselor starts with where the client is at and affirms the client’s autonomy,
                  including their right to resist participation in counseling. In such cases, it is
                  best to make it all about client self-determination.

               
               
               
               
                  Example

                  
                     
                     
                     
                     Henry is a Marine. Henry is required to participate in
                        financial counseling in order to maintain his security clearance and keep his
                        career on track. Initially, he arrives at his first session just wanting to get
                        it over with as quickly as possible, so there is a record for the chain of
                        command that he attended as required. He views the session as ultimately for
                        someone else. The financial counselor may take extra time and care for questions
                        aimed at identifying Henry’s goals, which may not be the same as the goals of
                        the third parties. What causes the most financial stress for Henry? What steps
                        could be taken to facilitate relief for these stresses? While the financial
                        counselor cannot make Henry want to be there, the counselor may be able to help
                        Henry see how these sessions benefit him because they could relieve his
                        financial pressures.

                     
                     

               
               
               
               Another example of clients who may benefit from behavioral finance are those who are
                  in urgent need of change to remain financially viable. Elsewhere in these materials
                  we describe potential client needs as remedial, preventive, or productive. While any
                  type of client can benefit from gaining motivation to change, those with more urgent
                  needs (remedial and preventive) might benefit a little more from financial
                  coaching.

               
               

            
            
            
            
               
               
               Financial Coaching

               
               
               
               
                  
                  
                  Financial counseling includes financial
                        coaching, which is defined as: The use of a number of tools and approaches that
                        ensure a client-centered approach is followed in sessions and goals are led and set
                        by the
                        client. It can include interviewing techniques that allow clients to discover their
                        money
                        values and priorities in real time during sessions. It is about providing the space
                        and
                        opportunity for clients to identify their own challenges and solutions.

                  
                  
                  
                  While financial counseling and coaching are closely related and
                        often overlap in practice, it’s helpful to distinguish between the two in terms
                        of approach. Financial counseling often addresses specific financial challenges,
                        but not always. In situations such as managing debt, building a budget, or
                        improving credit, the financial counseling role may involve direct education.
                        Financial coaching, on the other hand, refers more to the techniques used when
                        working with clients. Both support clients in improving their financial
                        well-being, and professionals often use a blend of counseling and coaching
                        techniques based on the client’s needs and situation. As coaches, counselors
                        enable responsibility and agency. Coaching involves asking questions that
                     allow for the client’s self-discovery. The coach is a sounding
                        board to help clients work through their thoughts on their financial
                        journey.

                  
                  
                  
                  While the term financial counselor is used in this course as a general description
                     of the role, some practitioners may call themselves financial coaches. However, a
                     financial counselor will often be a coach and counselor at the same time. Financial
                     coaching refers to several skills and techniques that financial counselors can use
                     to enable clients to determine the direction of their sessions and feel empowered
                     in
                     their financial journey. 

                  
                  

               
               

            
            

         
         
         
         
            
            
            Client Change Management Journey

            
            
            
            
               
               
               Let’s look at a situation where anyone has received good
                  advice from someone without asking for that advice. Any person may have done one of
                  several things with this unsolicited advice:

               
               
               
               
                  
                  
                  	
                     
                     
                     Give lip service to the advice but do nothing to make it happen.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Resent the person for pushing them in an uncomfortable direction, then create
                        some emotional distance from the advice giver, perhaps rationalizing why the
                        advice does not apply.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Push back against the advice giver and become argumentative.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Hang around with the advice-giver less if they are frequently giving unsought
                        advice.

                     
                     

                  
                  

               
               
               
               When working with individuals, it is important to keep in mind the natural tendency
                  for many to resist or be hesitant to change.

               
               
               
               In counseling, the financial counselor may be tempted to give
                     advice. However, do not be surprised when a client says they will make that
                     budget but does not do so. Alternatively, the client could seek emotional
                     equilibrium by telling you why it does not work for them, start challenging the
                     relationship, or just never return for another session. Any work to guide a
                  client’s behavior to set goals or take action to realize their goals can only be
                  done when the client is ready for that change.

               
               
               
               When a client
                  makes statements about strategies or techniques that don’t work for them or
                  tendencies that keep them from being successful, the counselor does have some tools
                  available. The counselor can ask questions that change focus to
                     specific instances when the client achieved a goal or made positive progress
                     toward achieving a goal. When clients generalize, such as saying that they
                  always spend too much or never save enough, they usually have exceptions to the
                  rule. The counselor can solicit these exceptions to highlight instances when the
                  client was successful. What made it work that time? How can they build on that?
                  Soliciting exceptions is defined as
                  follows:

               
               
               
               
                  
                  A counseling technique that involves helping
                        clients realize that they may be overgeneralizing a problem or issue or engaging in
                        self-limiting thoughts. The counselor prompts the client to identify times when the
                        negative
                        pattern was avoided, for example, so the client can focus on conditions that led to
                        the
                        desired behavior.

                  

               
               
               
               The financial counselor needs to create a safe environment that
                     fosters change; in other words, a positive relationship. Developing a
                  positive relationship is a necessary prerequisite for assisting with change. The client needs to have a certain amount of trust or any offer of
                     help will be rejected out of hand. Facilitating the client’s stated goals (e.g.,
                     “What’s on the top of your agenda today?”), even if they are not what the
                     counselor believes are the most important issues or are symptoms of a larger
                     issue, goes a long way. Effective counselors learn to follow the client’s lead
                     and spend significant time just listening and becoming comfortable being with a
                     client. This is time well spent; it is not wasted time. To effect positive
                  client change, counselors do these things:

               
               
               
               
                  
                  
                  	
                     
                     
                     Earn the client’s trust, in part by demonstrating acceptance to make the
                        client feel seen and heard.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Establish credibility as an expert competent in personal finance, showing
                        integrity by modeling effective financial behaviors in their own lives and
                        genuineness, such as by self-disclosing when they failed to live up to such
                        ideals all of the time.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Show authenticity, including by acknowledging that each individual is an
                        expert in their own life and that their experiences are just as vital for
                        the co-creation of positive change as the counselor’s financial
                        expertise.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Be persistent but not confrontational (confrontation increases change
                        resistance).

                     
                     

                  
                  

               
               
               
               Change resistance is defined as: A hesitation to start a desired behavior change
                     that is often observed in the precontemplation or contemplation phases of behavior
                     change.
                     Counselors should meet this condition with empathy rather than confrontation.

               
               
               
               A related term is diffusion, which is defined
                  as: The process by which new financial behaviors, innovations,
                     or acceptable client interventions spread among individuals in a social network or
                     population; some people will be early adopters, and their experiences and feedback
                     may help
                     later adopters, who will also need more time and support to adopt changes. Diffusion may play in to change resistance; some clients will be more ready to
                  adopt certain changes than others due to how well they are diffused into their
                  social network and own world view.

               
               
               
               The client must actively participate in any behavior change. Several considerations
                  need to be addressed before clients will be ready to make a lasting change:

               
               
               
               
                  
                  
                  	
                     
                     
                     
                        
                           See the need:
                           
                        The client
                           must acknowledge that the status quo is no longer working for them.
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        
                           Know how:
                           
                        The client
                           has learned about alternative options and how to implement them.
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        
                           Be capable:
                           
                        The client
                           must have the skills needed to make the change and believe they have
                           these skills.
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        
                           Be ready:
                           
                        This is the
                           client’s journey, and they may not be in the right phase of the change
                           journey yet.
                        

                     
                     

                  
                  

               
               
               
               The following change model is called the Transtheoretical Model of
                     Change, developed by James Prochaska and Carlo Di Clemente, but
                  there are many change models available that are very similar. 

               
               
               
               
                  
                  Transtheoretical Model of Change:
                     A psychological framework outlining
                        the stages individuals go through when modifying behavior, including precontemplation,
                        contemplation, preparation, action, and maintenance.

                  

               
               
               
               
                  The name of the model is less important than understanding that
                     change occurs in stages:
                  It can be helpful to recognize
                     stages of change as clients work to implement a change. This gives financial
                     counselors criteria to recognize progress, even if the client is not ready to
                     implement change yet. 
                  

               
               
               
               
                  
                  
                  	
                     
                     
                     Precontemplation
                           stage.
                        The stage of behavior change where an
                           individual is not yet considering change or may be unaware that their behavior is
                           problematic.
                        Precontemplation includes denial. In this stage, the
                           client may not see their behavior as problematic. If they see a problem,
                           they may blame others or see the issue as unchangeable. 

                     
                     

                  
                  
                  
                  	
                     
                     
                     Contemplation stage.
                        The stage of behavior change in which a person
                           starts recognizing the need for change but hasn’t yet committed to taking action. During contemplation, the client has a side that is for and a side that
                        is against the change, which is called ambivalence:
                        An internal conflict created by having reasons to enact a
                           specific behavioral change or action and reasons to maintain the status quo or not
                           enact the
                           change or action. This results in mixed or conflicting feelings about the issue and
                           is a
                           normal part of the contemplation stage of behavior change.
                        While the client may recognize the need for some kind of
                           change and the existence of a problem, there is still a gap between
                           recognition and the actions needed to make the change occur. Clients in
                           this phase should be encouraged to explore both sides of an issue but
                           will not likely want to commit to a time frame for change.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Preparation stage.
                        The stage of behavior change in which a person
                           commits to taking action and begins making specific plans to achieve their goal.
                        When a client is preparing for a change, the client is
                           actively seeking information and/or skills to enable the change. This
                           signifies an important shift from a client just thinking and considering
                           their feelings about the change to planning actual actions and behaviors
                           that will make up that change. Clients are asking for solutions and may
                           be thinking about goals. They may have taken minor actions to start
                           moving toward larger goals. From a counseling perspective, the client is
                           ready to set goals and make an action plan and may just need some
                           encouragement, direction, and reinforcement. Counselors should not
                           assume a client is in the preparation stage just because the client has
                           sought counseling.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Action stage.
                        The stage of behavior change in which the person starts
                           to generate momentum and progress to realize the desired change. In this stage, we can see results, and the
                           counselor is helping the client develop a strategy to monitor
                           progress.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Maintenance stage.
                        The final stage of behavior change in which a
                           person consistently practices a new habit or decision over time and works to avoid
                           relapse
                           into old patterns.
                        The maintenance stage should be monitored, as all the
                           stages, because there is a chance the client could revert to old
                           behaviors if success is declared prematurely. Counselors can help
                           clients in this phase by helping them see their change as a lifestyle,
                           not an event. Reviewing progress against an action plan occurs with
                           clients in this phase (but reviews can occur in other phases as well).
                           Possible outcomes include:

                     
                     
                     
                     
                        
                        
                        	
                           
                           
                           Termination.
                              For a person who worked to change their behavior, a
                                 possible outcome of the maintenance stage of behavior change in which the past behavior
                                 no
                                 longer holds temptations for them.

                           
                           

                        
                        
                        
                        	
                           
                           
                           Relapse.
                              For a person who worked to change their behavior, a possible
                                 outcome of the maintenance stage of behavior change in which the person reverts to
                                 their old
                                 behavior. Counselors working with clients in this state should treat this reversion
                                 without
                                 shame.

                           
                           

                        
                        

                     
                     

                  
                  

               
               
               
               For example, a client says, “I’m thinking about finally drafting a
                  will.” If the counselor says, “Great, let’s get started on learning the process. I
                  also have some referral options,” this could trigger the client to revert. The
                  counselor should listen for words such as “thinking about” because they show
                  contemplation, not decision. A person who is still ambivalent about a change is not
                  in the preparation stage yet. This client’s inner voice is arguing against the
                  change, and any counselor’s arguments supporting the change will be countered by
                  this inner voice. The client needs to make their own arguments for change at this
                  point. Just continue to be a genuine and active listener and be supportive.

               
               
               
               When working with couples as clients, be aware that one member of the
                  couple may be in a completely different phase than the other and could derail
                  progress. However, neither partner should be considered to be the problem; each just
                  needs to take their own journey. Also, note that a client may be in one phase for
                  one issue and an entirely different phase for a different issue.

               
               
               
               A client could remain in any of these states indefinitely or progress
                  through them fairly rapidly. There will be a critical time when a client could move
                  to another phase; this is the moment for helping them empower themselves. At these
                  points, what the counselor does or refrains from doing could influence the client’s
                  progress or speed of that progress for better or worse. For example, if a client is
                  not in the action phase, pointing out discrepancies between stated goals and
                  behavior, providing logical reasoning, arguing against client excuses, setting
                  deadlines, or giving advice can make positive change less likely for clients rather
                  than helping. Motivational interviewing is one technique that can help clients
                  wherever they are in their change journey.

               
               

            
            
            
            
               
               
               Motivational Interviewing

               
               
               
               
                  
                  
                  Motivational interviewing is defined
                     as: A client-centered counseling method that
                        uses collaborative conversation to strengthen an individual’s motivation and commitment
                        to
                        change by exploring their personal goals and values.

                  
                  
                  
                  Motivational interviewing is a technique financial counselors can use to meet the
                     client where
                     they are on their change journey. It is more a way of being around
                        clients than a distinct process. It focuses on the client’s strengths and should
                        be positioned as a collaboration between the counselor and the client.
                        Motivational interviewing determines where the client is on their change journey
                        using open-ended questions (to get at values and goals) and scaling questions, defined as: A counseling technique that asks clients to assess
                           a situation by rating it on a numerical scale, often 0 to 10.

                  
                  
                  
                  Affirming, summarizing, and reflective listening also play a role, but
                     the counselor needs to accept the client’s clarifications or other feedback.

                  
                  
                  
                  Motivational interviewing addresses client ambivalence in particular. The counselor
                     is simply helping the client identify and explore their own reasons for or against
                     a
                     change. The client is empowered to use this exploration to resolve
                        their ambivalence and choose whether or not to advance to the next change
                        phase.

                  
                  
                  
                  
                     Example

                     
                        
                        
                        
                        Wanda expresses that she never seems to have any money but is
                           not sure why. The counselor interviews her and discovers she is regularly
                           lending money to friends, who often do not pay her back. In exploring this
                           further, Wanda realizes she has a belief about money that everyone should be
                           financially secure. She works to enable this for others despite it jeopardizing
                           her own financial security. While she is not ready to make a change about this,
                           she says it is very helpful for her to have this revelation.

                        
                        

                  
                  
                  
                  
                     Principles of motivational interviewing include:
                     Principles of motivational interviewing include empathic
                        listening, helping clients develop a sense of the discrepancies between their
                        goals and behavior on their own, rolling with resistance, and supporting client
                        self-effectiveness.
                     

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Using empathic listening and verbally and nonverbally demonstrating empathy
                           for the client’s ambivalent state.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Developing and identifying discrepancies between the client’s behaviors and
                           their intended outcomes but not stating them in so many words: the client
                           must find the discrepancies themselves.

                        
                        

                     
                     
                     
                     	
                        
                        
                        When encountering resistance, do not engage with that resistance (arguing,
                           changing the subject) but go with the flow. If the client resists using a
                           tool or discussing a subject, let it go. The tool or subject may have been
                           introduced too soon.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Supporting client responsibility and self-effectiveness, which means that the
                           counselor cultivates hope that change is possible through the client’s own
                           efforts and solutions.

                        
                        

                     
                     

                  
                  
                  
                  The financial counselor’s role is to enable the client’s financial
                     goals or dreams, not to assume that they know what these goals and dreams are, nor
                     to push their own idea of good goals or dreams onto the client. Assume nothing and
                     avoid jumping to conclusions.

                  
                  
                  
                  Motivational interviewing processes include the following steps. These may be done
                     in
                     sequence but are applied as needed:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        
                           
                              Engaging: 
                              
                           The act of building rapport and fostering a connection to
                                 create and maintain a relationship.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Focusing: 
                              
                           A communication technique used in counseling to center the
                                 conversation on a specific topic or client concern. Adjust the agenda to focus on what the client
                                 came to talk about today. The counselor determines how to keep the
                                 meeting on track to meet the client’s agenda within the available
                                 time.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Evoking: 
                              
                           A counseling method used to draw out a client’s own ideas,
                                 motivations, and strengths related to change. It is all about the client making the argument
                                 for themselves, first about the motivation to change (why), then
                                 about the how-to and required actions for change.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           Planning:
                                 
                           In motivational interviewing,
                                 collaborating with a client to help them move from intention to action while respecting
                                 their current level of readiness and goals.
                              Counselors help the client plan when and how to change
                                 and how to make an action plan.
                           

                        
                        

                     
                     

                  
                  

               
               

            
            

         
         
         
         
            
            
            Assist the Client Using Behavioral Finance Concepts

            
            
            
            
               
               
               Behavioral finance is defined as:
                  A field that studies how psychological influences
                     and emotional responses can affect financial decisions and market outcomes.

               
               
               
               Behavioral finance concepts offer valuable insights into the “why” behind a client’s
                  financial decisions and actions. These include factors that have an impact in the
                  moment but are not accounted for by a simple monetary cost/benefit evaluation of the
                  situation. By incorporating these concepts into the counseling or
                     coaching process, counselors can more effectively understand the cognitive
                     biases, emotional influences, and psychological factors that may be driving a
                     client’s financial behaviors, especially when those behaviors seem inconsistent
                     with their stated goals or best interests.

               
               
               
               This area is intended to highlight how behavioral finance can be a
                  powerful lens through which to view and interpret client behavior. While tools such
                  as interview questions and rephrasing client responses into reflective statements
                  are essential techniques for uncovering the root causes of financial behavior, they
                  are not behavioral finance concepts themselves. Rather, they are communication
                  strategies that can be used in conjunction with behavioral finance frameworks to
                  better understand and support clients. By integrating both behavioral finance
                  knowledge and strong interpersonal techniques, financial professionals can create
                  a
                  more empathetic, informed, and effective approach to guiding clients toward lasting
                  financial well-being.

               
               
               
               Behavioral finance concepts can help the client better understand themselves and
                  their internal motivations related to money. Counselors can also conduct a
                  self-inventory of these concepts to better understand themselves.

               
               

            
            
            
            
               
               
               Select Interview Question Types for Situation

               
               
               
               
                  
                  
                  If communication is the most important skill in life and interviewing is the
                        most important skill in financial counseling, then questioning is the most
                        important interviewing technique. Many aspects of counseling, including
                     coaching, rely on asking the right questions, in the right way, at the right time.
                     How questions are worded can make all the difference between a deeper relationship
                     with rich information for the counselor and a harmed relationship with little to go
                     on for counseling.

                  
                  
                  
                  Questions can be
                     open-ended questions or close-ended questions, and each are
                     defined as:

                  
                  
                  
                  
                     
                     Open-ended questions: Inquiries designed to elicit detailed, expansive
                           responses rather than simple yes or no answers.

                     

                  
                  
                  
                  
                     
                     Close-ended questions: Inquiries designed to elicit specific, concise
                           responses, often limited to ‘yes’ or ‘no,’ used to gather precise information.

                     

                  
                  
                  
                  Open-ended questions invite elaboration, such as “Could you give me a
                     specific example of when you chose to wait on something you really wanted to
                     purchase?”

                  
                  
                  
                  Close-ended questions result in yes or no answers, head nods, or very
                     brief answers. They do not invite elaboration. “Did you start building your
                     emergency savings this month?” A warning is that closed questions can lead to full
                     stops in an interview, which can be awkward. Awkward pauses can be especially
                     uncomfortable when discussing difficult subjects such as emotions.

                  
                  
                  
                  On the subject of emotions, questions can be classified
                     according to whether they are asking the client to stick to the facts of a situation
                     or if they probe into feelings and emotions about a situation. These are called
                     level I probes and level II probes, respectively. An example of a
                     level I probe could be: “Would you prefer to pay the highest-interest rate credit
                     card off first or the lowest balance card off first?” An example of a level II probe
                     could be: “Which would give you more satisfaction, paying the high-interest card off
                     first or...”

                  
                  
                  
                  
                     
                     
                        Level I
                           probes: 
                        In counseling, these are straightforward
                           questions—such as who, what, when, where, why, and how—designed to gather factual
                           information.
                        

                     

                  
                  
                  
                  
                     
                     
                        Level II probes: 
                        In counseling, these are deeper, reflective questions
                           that explore a client’s feelings to gain insight beyond factual information.
                        

                     

                  
                  
                  
                  Open-ended
                     questions may or may not be phrased as questions. They can be imperative statements, which are
                     defined as:

                  
                  
                  
                  
                     
                     In counseling, questions that are phrased as a
                           directive statement such as “Tell me…” to enable gathering information or getting
                           clarification in a less intrusive way.

                     

                  
                  
                  
                  Examples of imperative statements: “Tell me about your emergency
                     savings progress” or “Please explain how this goal is relevant to you.” The use of
                     statements as questions is a gentler way of questioning as it feels less like an
                     interrogation.

                  
                  
                  
                  Both types of questions are appropriate at different times in an
                        interview. When seeking more elaboration or to expand the conversation,
                        open-ended questions are favored. When seeking less elaboration or to slow down
                        the conversation, such as a brief clarification, a close-ended question may be
                        best. An effective interviewing style mixes up the use of open- and
                     close-ended questions and open-ended questions as statements to help regulate the
                     flow of the discussion. For example, after reviewing a client’s
                        credit report, the counselor observes that the score is too low to get a
                        traditional mortgage, the client’s key goal. The counselor says, “Tell me how
                        you could achieve your goal in a year or two.” The counselor knows some answers
                        but lets the client take the lead. The client says, “I miss paying a lot of
                        bills on time due to absentmindedness more than the inability to pay.”
                        Counselor: “If you had a good way to remind yourself when to pay bills, do you
                        think you would use it?” Client: “Yes.” Counselor: “And on a scale of 1 to 10
                        with 1 being not at all ready, how close are you to committing to making an
                        action plan for this?” 

                  
                  
                  
                  
                     
                     This last question is an example of a scaling question, which asks clients to
                        rate something to put it in perspective. 
                     Scaling questions are defined as:
                        A counseling technique that asks clients to assess
                           a situation by rating it on a numerical scale, often 0 to 10.
                        
                     “On a scale of 1 to 10 with 10 being the most important, how
                        high would your anxiety level be with a job loss if you had six months of
                        expenses saved up?” This example could be compared to an anxiety level the
                        client had rated for no emergency savings. It also can be used to help assess
                        change readiness.
                     

                  
                  
                  
                  Soliciting exceptions is a way to help clients see that they may be
                        overgeneralizing or exhibiting self-limiting behavior. Some types of
                     financial behavior-related questions that may be helpful are miracle questions,
                     hypothetical questions, and dilemma questions, which are defined
                     as:

                  
                  
                  
                  
                     
                     Miracle questions: A counseling tool that prompts clients to imagine
                           their future if a problem was magically resolved.

                     

                  
                  
                  
                  
                     
                     Hypothetical questions: Questions based on imagined scenarios or
                           situations, often used to explore potential outcomes, test reasoning, or facilitate
                           discussion without referencing actual events.

                     

                  
                  
                  
                  
                     
                     Dilemma questions: A type of inquiry used in financial counseling that
                           poses a situation to a client and then provides them with two or more undesirable
                           alternatives to choose from, all leading to an unfavorable outcome.

                     

                  
                  
                  
                  These questions are often used in motivational interviewing to get at
                     what matters most to the client so they can realize their desired goals for change.
                     They can also be used early in a relationship to help determine why a client is
                     seeking help.

                  
                  
                  
                  Miracle questions suggest an obstacle suddenly disappearing so the client can see
                     the
                     issue from a longer-term perspective. For example, the question could be, “If you
                     were to wake up tomorrow and all of your problems disappeared, what would that look
                     like?” This question needs to be set up with proper rapport
                        and used in the right part of a session so the client does not think such a
                        question is dismissing their struggles. Hypothetical questions are a “what if...
                        how would your life be different...” exercise. They allow the client to perceive
                        how their life would be different in that situation.

                  
                  
                  
                  The point of either type is to help the client picture what the future
                     could be like when they cannot currently see the forest through the trees. Depending
                     on the client, this could be envisioning their ideal job, ideal residence, frequency
                     of vacations, or their retirement lifestyle. Miracle questions can also be directed
                     towards discovering shorter-term dreams, such as what kind of car you would drive,
                     how often you would like to eat out, and so on. The client’s answers will reveal
                     their priorities, such as being ok with meals at home most of the time to enable
                     that new car.

                  
                  
                  
                  
                     Example

                     
                        
                        
                        
                        Alicia is in her 20s. She puts owning a home as a priority.
                           Through interviewing, the counselor determines that Alicia genuinely feels that
                           this is a priority for herself, but when asked about her day-to-day life and how
                           this would change if she met her goal tomorrow, Alicia finds there are a lot of
                           things about renting that she likes. She likes the flexibility of moving easily,
                           does not like home repairs, and isn’t excited about permanent home decor
                           choices. She likes seeing the money that would be needed for the house growing
                           in an investment account. Through introspection, she discovers that home
                           ownership is a goal she thinks or feels she should have but is not internally
                           motivated to achieve. She says, “I guess I feel like I won’t be ‘a grown-up’ or
                           be financially established until I own a home.” Allowing her
                              to explore this “perfect world” of imagining owning a home gives her the
                              chance to identify goals that she will actually be motivated to reach. Such
                              a process can reveal priorities to both the counselor and the
                              client.

                        
                        

                  
                  

               
               

            
            
            
            
               
               
               Understand Beliefs about Money

               
               
               
               
                  
                  
                  Beliefs related to money matters
                     refer to a client’s learned financial behaviors and the unconscious beliefs that
                     guide these behaviors. Beliefs are defined as: Convictions that certain things are true or real.

                  
                  
                  
                  These beliefs are part of a person’s worldview and may come from their parents,
                     influential people in their lives, politics, popular culture, and so on. These may
                     have been lessons learned by one of these sources or by the client themselves. An
                     elderly person who lived through the Depression may have learned some habits about
                     saving not only money but also goods. These beliefs may have validity in some
                     situations, but as the client’s life changes, they may still be applied in the same
                     way even though their situation has changed. Beliefs about money can also be
                     limiting because while they may be valid only in some situations, people treat them
                     as if they were always valid and tend not to consciously think about them much at
                     all.

                  
                  
                  
                  For example, if a client’s parent always said, “You are only a paycheck away from
                     disaster,” and they internalized this belief, perhaps the client has decided that
                     this risk is not something they can do anything about, even though in reality, the
                     client could build an emergency savings fund. Similarly, a client may believe
                     “Insurance is a scam” and not trust insurance. A client who believes “I’ll never be
                     able to retire” may not be proactive in saving for retirement. A client who thinks
                     “The stock market is too risky” may only use very safe investments that fail to earn
                     more than the inflation rate.

                  
                  
                  
                  If the client was denied many things as a child, they may argue with their partner
                     about spending money on their own children, even for necessary things. They may say
                     something about not wanting to “finance the orthodontist’s new boat” and avoid
                     having an honest discussion. Or the same deprivation as a child could lead to
                     behavior of wanting to lavish gifts on their children, perhaps to excess.

                  
                  
                  
                  What can financial counselors do with this concept? First, they can think about their
                     own beliefs related to money. Not only will this help counselors understand
                     themselves better, but it will also give them a chance to rewrite some of these
                     beliefs. They can ask themselves whether these beliefs are always true and when
                     there are exceptions or situations where they do not apply. They can consider
                     situations where they used them to make financial decisions that they later
                     regretted. Then, they can use the same techniques with their clients by:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Supporting a client as they brainstorm their beliefs.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Discussing exceptions when a belief may not be true.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Exploring how well the concept fits into the client’s current context or
                           helps or hinders their financial issues or goals.

                        
                        

                     
                     

                  
                  
                  
                  The client must be ready for this process as it will challenge their worldview. The
                     counselor should feel the person is ready from a change perspective. Note that a
                     person’s biases can help reinforce these beliefs. For example, confirmation bias
                     (discussed shortly) can lead to accepting evidence reinforcing the belief and
                     ignoring evidence to the contrary.

                  
                  

               
               

            
            
            
            
               
               
               Understand Client Biases and
                     Heuristics

               
               
               
               
                  
                  
                  Clients can have bias, which is defined as: A cognitive distortion or behavioral tendency that can result in
                        people making decisions that are not rational or logical. These types of decisions or habits can get in the way of making financial
                     decisions that support a client’s stated financial goals. Some
                        biases are used to develop heuristics,
                        which are defined as: A rule-of-thumb or mental shortcut that is easy to apply
                           for decision-making purposes but may not be applicable in some situations and can
                           lead to
                           poor decisions or biases in such cases.

                  
                  
                  
                  Here are some examples of biases:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        
                            Hyperbolic discounting:
                                 
                           A behavioral bias that involves persons
                                 favoring immediate rewards over rewards that require delayed gratification even if
                                 a
                                 longer-term reward is greater or if avoiding the immediate reward option is needed
                                 to meet
                                 long-term goals. People value immediate benefits the closer they are to the present,
                              but if benefits are still far off, they value delayed benefits more.
                              Grable and Palmer, in Introduction to Personal Finance, noted
                              that when people were asked if they would rather have $5 today or $7
                              tomorrow, two-thirds picked today, but if people would rather have $5 in
                              365 days or $7 in 366 days, most picked 366 days. While there is no
                              wrong answer, the exercise reveals this bias towards immediate
                              gratification when the time frame is short. Hyperbolic discounting can
                              involve procrastination, a type of bias toward the present moment’s
                              desires over longer-term desires or goals. The reality is that long-term
                              outcomes are based on a series of daily decisions.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                            Familiarity bias:
                              
                           A cognitive tendency where individuals prefer things
                                 that feel known or comfortable, often at the expense of objectively better
                                 alternatives. A familiarity bias or status quo bias favors the current situation
                              over a needed change or an opportunity. It can be based on fear of
                              making a poor decision or fear of failure to change successfully. It
                              plays into ambivalence by underestimating the benefits of a change
                              and/or downplaying the detractors of the current situation.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Loss aversion bias:
                              
                           A loss
                              aversion bias places more weight on a loss than on an equal gain. Grable
                              and Palmer note that people value the joy of a gain only when it is
                              twice as much as the potential loss. This bias is related to the
                              emotional pain of losing, especially losing money. It affects investing
                              decisions: people who identify with this bias may invest conservatively
                              or not at all, because of a fear of losing money, even though it means
                              giving up the opportunity to make money with their investment.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Endowment effect:
                              
                           The endowment
                              effect bias involves placing more weight on one’s current possessions
                              over things one does not currently own. It is similar to the status quo
                              and loss aversion biases and is related to developing an emotional bond
                              with one’s possessions. It can be applied to client goals: once they
                              “own” their goals, they will be more committed to them.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Optimism bias:
                              
                           Optimism bias
                              is the belief that bad things will rarely happen to you and that you are
                              above average in most things. It can result in excessive
                              risk-taking.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                            Recency bias: 
                           The tendency to give undue weight to recent events or
                                 information when evaluating situations or making decisions.​
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Confirmation bias: 
                           The tendency to favor information that aligns with
                                 one’s existing beliefs while disregarding evidence that challenges them. This is the tendency of people to ignore facts or arguments that do
                              not agree with their worldview while treating anything that confirms
                              their worldview with more weight. It can reinforce the status quo, or if
                              risk-taking pays off, it can reinforce more risk-taking.
                           

                        
                        

                     
                     

                  
                  
                  
                  Some of these biases are used as heuristics, or decision-making
                     shortcuts that are basically rules of thumb. Some rules of thumb could be positive
                     in general, such as a rule to save a certain percentage of income for retirement,
                     but that given level may not be best for a given client’s goals. A heuristic to save
                     at least enough to get full employer matching is generally considered a good
                     heuristic. Other heuristics can lead to poor financial decisions. Counselors should
                     learn about client heuristics and biases and help them become aware of them and when
                     they may or may not apply to their values and goals. Here are some types of
                     heuristics related to buying behavior developed by Kahneman and Tversky and cited
                     in
                     Grable and Palmer:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Anchoring heuristic. An influential person or organization creates a
                           perception of how much something is worth to the client so that amounts less
                           than this seem like a bargain. It is common in advertising to anchor a high
                           price and then offer a discount.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Availability heuristic. Repetition in advertising uses the
                           availability heuristic, which is about placing more weight on things one
                           recently saw or experienced. Perceived shortages are another example.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Representativeness heuristic. The representation of something as a
                           possible member of a group based on stereotypes can override the underlying
                           probabilities about it. For example, a client may dress well or drive a nice
                           car but not actually be wealthy.

                        
                        

                     
                     

                  
                  
                  
                  Another type of heuristic that people sometimes use is called
                     herd behavior, which is defined as: A tendency in financial decision making where
                        individuals follow the actions of a larger group, often driven by emotion rather than
                        independent analysis. A related term is herding
                        mentality (behavioral finance), which is defined as: A behavioral finance concept
                        where individuals mimic the financial behaviors of a larger group, often disregarding
                        their
                        own analysis.

                  
                  

               
               

            
            
            
            
               
               
               Understand why People are Prone to Persuasion

               
               
               
               
                  
                  
                  The elements of persuasion are defined as:
                     A framework outlining key factors that
                        influence an individual’s ability to persuade others, often including elements like
                        credibility, emotion, and logic.

                  
                  
                  
                  The skills of persuasion can and are used for selfish purposes. Advertisers use them,
                     and as a
                     result, some people overspend, gamble, etc. Scam artists use them to work their
                     scams. Financial counselors should be wary of using tools to promote change that can
                     make a client feel manipulated.

                  
                  
                  
                  The most effective counseling facilitates a process where the client convinces
                     themselves. Trying to directly persuade clients outright may create pushback or
                     shift responsibility to the counselor for making and acting on a plan. Having said
                     this, some valid tools of financial counseling include an element of persuasion.
                     Self-disclosure is an example, as discussed below. Two other examples are the primacy effect and the recency effect, which are defined as:

                  
                  
                  
                  
                     
                     Primacy effect: The cognitive bias where individuals are more likely
                           to remember information presented at the beginning of a sequence.

                     

                  
                  
                  
                  
                     
                     
                        Recency effect: 
                        The cognitive bias where individuals are more likely
                           to remember the most recently presented information in a sequence.
                        

                     

                  
                  
                  
                  These types of cognitive biases affect how well new information is retained. They
                     are used not
                     only in persuasion but also in tailoring the structure of educational sessions with
                     clients to promote retention of learning. This latter use is positive since clients
                     can choose to use the information or set it aside. 

                  
                  
                  
                  Here are some elements of persuasion:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        
                           
                              Primacy and recency:
                              
                           The primacy
                              and recency effects are based on research suggesting it is easier to
                              remember things at the start and end of a list. Advertisers and
                              counselors use these principles by beginning and ending with the thing
                              they most want a person to take away from the message. A takeaway is to
                              break up longer teaching moments with activities and so on to keep the
                              client’s attention.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Authority and credibility:
                              
                           People with
                              legitimate power (authority) and those with perceived expertise
                              (credibility) will be perceived as being more trustworthy. In
                              advertising or manipulative behavior, being honest about some minor
                              shortcomings can create the perception of trustworthiness, even if not
                              merited.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Social cues:
                              
                           Clients in
                              uncertain situations may seek social cues from nearby people or those
                              who seem similar to them to guide their behavior. A classic con artist’s
                              role is to be the happy customer. In a Ponzi scheme, the current clients
                              are unwitting happy customers since they do not know they are being paid
                              with the money from new clients rather than investment earnings.
                              Counselors can help temper this “follow the herd” tendency in
                              clients.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Reciprocal behavior:
                              
                           Unwritten
                              social rules create an expectation that if one person gives up
                              something, such as a confidence, the other person is expected to respond
                              in kind. Giving a compliment will tend to promote getting a compliment.
                              Conceding something in a negotiation (or appearing to do so) can create
                              an obligation to make a concession back. A self-disclosure can prompt a
                              like self-disclosure. People sometimes use this to manipulate people
                              into revealing things that could be used against them. Counselors can
                              positively use self-disclosure, for example, by sharing a story that
                              shows the counselor also had financial issues and addressed them (thus
                              showing they are human, too, and there is hope) or by giving an example
                              of a financial detail that, if shared, would help identify authentic
                              goals. These uses show acceptance and build trust.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Saying why:
                              
                           A classic
                              ploy in the art of persuasion is to give a reason why someone should do
                              something that is not otherwise in their best interests. A loan
                              collector could say, “Because I can tell you are an honest person, you
                              should acknowledge that you created this debt,” even though reaffirming
                              an old debt would have serious consequences. The use of “because”
                              greatly increases the chances of someone acceding to the demand.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Comparisons:
                              
                           Making
                              comparisons between a bad and a worse option can make the bad option
                              seem much more acceptable than it actually is. The comparison could be
                              omitting a better option. Comparisons can be used in counseling to help
                              compare a current behavior against a more acceptable one.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Need for closure:
                              
                           Cliffhangers
                              in popular media play on people’s need for closure. Ending a client’s
                              session with something for the client to think about is an example. For
                              example, saying, “You might be surprised by all of the potential
                              solutions you can think up by next week,” plays on the client’s
                              curiosity of what they might think up.
                           

                        
                        

                     
                     

                  
                  

               
               

            
            
            
            
               
               
               From Unhealthy to Healthy Financial Behavior

               
               
               
               
                  
                  
                  What amounts to healthy financial behavior needs to be
                     considered from the perspective of the client’s goals. If the client expresses
                     distress related to certain financial behaviors and wants help changing those
                     behaviors, then the counselor can assist in setting clear goals. If a different
                     client exhibits similar behavior but does not consider it harmful and it is not
                     creating an immediate crisis for that client, then the counselor should accept this.
                     The client may be in denial, but confronting the client with
                        that denial is not usually effective.

                  
                  
                  
                  Here are some issues that some clients may want to work on because they have come
                     to
                     accept that for them, it is unhealthy financial behavior:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Underspending. Miserly behavior can lead to a lifestyle of self-denial
                           beyond even the most basic comforts.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Overspending. A client may be going deeper and deeper into credit card
                           or other debt to pay for emotional purchases, gambling, or enabling someone
                           else in their life to continue spending.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Risk aversion or risk-taking. Some clients will be so risk-averse that
                           they avoid even moderate risks. Others may ignore too many risks.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Financial infidelity. Some clients keep financial secrets, such as
                           from their partners or co-signers on a loan, which may have resulted in
                           relationship conflicts.

                        
                        

                     
                     

                  
                  
                  
                  What are the key financial behaviors clients want to learn from a
                     financial counselor (and their own internal work) once they realize the status quo
                     is unsustainable? Key goals for financial behaviors include developing self-control,
                     a desire to gain financial knowledge, literacy, and competency, and to learn the
                     skills needed to apply that knowledge to their own choices.

                  
                  
                  
                  Let’s look at the example of overspending. Sometimes overspending
                        is a way of coping with anxiety or an attempt to keep up with perceptions of
                        what possessions a “successful” person has. In cases with compulsive spending
                        behavior, a referral to financial therapy is usually needed. Financial therapy is defined as:
                        A professional field that requires being a licensed
                           therapist and that provides its clients with integrated emotional and psychological
                           support
                           related to financial issues. Let’s assume financial therapy is not needed for the following scenario. A
                        financial counselor working with a client who has a goal of addressing problems
                        with pressure-related shopping can start by addressing things such as behavioral
                        scripting about money, examining their biases, or exploring their susceptibility
                        to marketing persuasion.
                     A financial counselor working with a client with a goal of
                        addressing problems with pressure-related shopping can start by addressing
                        things such as their money values and related habits or explore their
                        susceptibility to marketing persuasion. When the client is ready to adopt
                     some change techniques, the counselor could provide the client with some helpful
                     habits, such as a self-enforced time-out after deciding they want to make a purchase
                     but before actually committing to it. This exercise can help some
                        clients separate wants and needs.

                  
                  
                  
                  Another example is an exercise where the client
                     calculates the cost-per-use of a proposed purchase. This is a logic exercise that
                     may work well for clients who want to apply logic to the situation. The same
                     exercise may be completely ineffective for a client who is working on the emotional
                     side of the issue. A cost-per-use calculation estimates how often the client sees
                     themselves using the item each year and how many years the purchase may last, as
                     shown below.

                  
                  
                  
                  
                     
[image: ../images/mathml_equation-block_rv8_xfm_cyf_width_814.png]

                     

                  
                  
                  
                  For example, a client is considering buying a fishing boat for $12,000.
                     The client decides they are an occasional user at 4 times per year, and they decide
                     a 3-year time frame is reasonable for the calculation since that is how long it will
                     take to pay off the boat. While this is not necessarily the lifetime use of the
                     boat, it is a time frame meaningful to the client, which is what really matters.
                     Perhaps the client will decide to rent a boat a few times per year instead.
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            Integrate Communication and Counseling Skills

            
            
            
            
               
               
               Effective counselors integrate all of the communication,
                  interviewing, listening, and behavioral finance skills and apply them throughout the
                  counseling process.  When counselors interview clients using these
                     integrated skills, they realize that they are likely influencing the client, and
                     the client is also influencing them. Accepting this mutual influence is what
                     makes counseling a collaboration. This influence can take the form of not only
                     the content of the discussion but mutual emotional responses, as well. When
                     these emotions are positive overall, this is successful counseling. If emotional
                     responses start down a downward spiral of emotional reactions, the effective
                     counselor knows it may be time to take a break to start over on sound footing.
                     This is especially the case with anger. Anger is not argued away, but a time-out
                     is typically effective.

               
               
               
               One common area needing integration is in negotiating skills, which could include
                  negotiating directly or teaching clients negotiation skills. Examples of negotiating with debt collectors and negotiating with car
                     salespersons are addressed elsewhere, but here is a basic process: 

               
               
               
               
                  
                  
                  	
                     
                     
                     Prepare. Be prepared with knowledge such as actual scarcity, market
                        rates, knowledge of consumer protection laws and regulations, and so
                        on.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Negotiate from a position of strength. Generally, this means steering
                        the discussion towards what a fair basis for an agreement would be, such as
                        market price or leveraging consumer protection laws and
                        regulations.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Communicate with the opposition. Work to discover the requirements of
                        other parties. Seek time to find a solution that addresses the relevant
                        concerns of all parties to the degree possible.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Assess and evaluate offers of settlement. Determine if an offer from
                        the opposition can be accepted. Continue negotiating or select the best
                        alternative to a negotiated agreement, which involves walking away from the
                        agreement and making other arrangements as needed. Determining an alternative to a negotiated agreement in advance helps
                           determine when it is better to walk away than to accept a
                           less-than-optimal agreement.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Summarize and memorialize the agreement. Get the agreement in writing.
                        Some agreements, such as contracts, will require signatures.

                     
                     

                  
                  

               
               
               
               Effective counselors also work to avoid counterproductive communication
                  methods.

               
               

            
            
            
            
               
               
               Apply Skills in Each Stage of
                  Counseling

               
               
               
               
                  
                  
                  The stages of financial counseling involve a counselor and
                     client developing and then leveraging a positive relationship to help the client
                     solve problems or realize goals using a problem-solving process. The financial
                     counseling process can be generalized as follows. Note that some
                        versions of this process use different names for the steps or omit the ending
                        step (but ending is implied).

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Building
                              rapport.
                           This is also called the initiating stage. Welcome a
                           client and break the ice. Some small talk may be needed for each party to
                           begin a respectful rapport. The goal is to put the client at ease. Answer
                           questions and set the stage for the process. Go over confidentiality,
                           ethics, roles, responsibilities, and expectations for ending: the duration
                           of the interview and the purpose of teaching the client self-sufficiency
                           rather than the purpose being never-ending counseling. In
                              subsequent sessions, continue building rapport each time.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Gathering information.
                           This is also called the exploring stage. Determine
                           what the client wants to accomplish. Gather data and information about the
                           client (values, interests, strengths, gaps in resources) and the nature of
                           the client’s issue. Address the client’s concerns.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Setting goals and creating an action plan.
                           This is also called the understanding stage. Assess
                           the situation. Use the facts and the client’s preferences to develop a
                           mutual understanding of the situation. It is critical to
                              understand the situation before prompting the client to set goals or
                              suggesting any positive changes. Clarify what the client wants to
                           accomplish and assist them in developing explicit goals, which is the “who,
                           what, where, why, when” part. Ensure the goals are under the client’s
                           control. Engage in problem-solving processes as needed.
                              Research topics or resources the client wants to explore.
                              Brainstorm options and assist the client in creating an action plan,
                           which is the “how to” part. Assist the client in validating, evaluating, and
                           selecting the plan that works for them.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Taking action and evaluating progress.
                           This is also called the action stage. The client
                           takes action (or no action or partial action) outside of the counseling
                           sessions. The financial counselor may have research to do, such as on
                           community resources. If there is a follow-up session, the
                              counselor helps the client to evaluate relative progress while remaining
                              accepting. The very process of evaluating planned versus actual can
                           greatly increase the chances of success. Determine and
                              reinforce what is working and let other things go, providing additional
                              teaching or resources on request.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Ending. Terminate the session, set up additional sessions as needed,
                           or terminate the series of sessions (e.g., goals have been achieved, a
                           referral is needed).

                        
                        

                     
                     

                  
                  
                  
                  While the numbered steps imply that it is a linear process, understand that
                     counseling is not linear.  It is not a factory assembly line.
                        There are many loops, backtracks, and combinations of steps in a single process
                        that must go with the flow and the current needs of the client.

                  
                  
                  
                  Financial counseling skills can be applied at various stages: reflect, summarize,
                     clarify, affirm, support, question, interpret, self-disclose, educate, advise,
                     confront, or refer. Knowledge of personal finance, communication, interviewing,
                     listening, and behavioral finance are used to determine when a given skill is needed
                     or should be avoided. Effective interviewing skills used in early phases include
                     ones that help show respect, empathy, and acceptance. They help build the
                     counselor-client relationship. Later, problem-solving skills and tools become more
                     appropriate as clients become ready for change. However, always let the client and
                     the current situation be the guide as to what is and is not appropriate at that
                     moment. Here are some examples of skills that may be appropriate
                        at each stage:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        
                           
                              Building rapport:
                              
                           Learn how to
                              properly pronounce the client’s name and use it when welcoming a client
                              and whenever it is appropriate. Humor may be appropriate to break the
                              ice with some clients. Open-ended questions and clarifications can be
                              used to let a client signal their interests and reason for coming.
                              Active listening is the key skill here. Self-disclosure can be used to
                              establish credibility. Cultural responsiveness is necessary.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Gathering information:
                              
                           When
                              gathering information, the use of open-ended questions can help clients
                              set the direction for the rest of the interview. Follow-up questions can
                              be open- or close-ended to help clarify the counselor and client share
                              an understanding of the nature of the person and relevant issue.
                              Gathering initial data on the client’s current financial situation could
                              use a form or be part of the interview. If a form is used, it should not
                              replace interviewing. Interviewing is still vital.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Setting goals and creating an action plan:
                              
                           During this
                              phase, the counselor can assist the client’s self-intervention or
                              intervene subtly to promote positive client change, such as by getting a
                              client to list more options so they are not stuck on a poor option
                              because it was the only one they had considered so far. This could
                              include assessment or interpretation skills, as is discussed more below.
                              If the client is ready and willing to create goals and an action plan,
                              then the counselor can use educating skills and resource referrals. As
                              an action plan is being finalized and checked for any needed refinements
                              or improvements, this is a good time to use affirmations to help the
                              client commit to the plan. Selective use of confronting can be used to
                              highlight conflicts between goals and the action plan.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Taking action and evaluating progress:
                              
                            The very
                              process of going over the gaps between an action plan and actual results
                              can be enough of a confrontation (it may not need to be vocalized).
                              Celebrate completed tasks or milestones.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Ending:
                              
                           When
                              terminating a session or a series of sessions, the use of summarizing is
                              appropriate. Resource sharing at the ending of a relationship can be
                              used to provide a client with suggested next steps.
                           

                        
                        

                     
                     

                  
                  
                  
                  It is important to understand the link between gathering information
                     and setting goals and action plans. During the gathering information phase, the
                     counselor is gathering clues. During this time and then into the next phase, the
                     counselor is using assessment. Assessment involves organizing and putting client
                     clues together to make educated guesses that explain the situation. The financial
                     counselor resists the urge to verbalize these educated guesses at this time. This
                     work should occur within the counselor’s mind. The client may also do their own
                     assessment, which can be encouraged.

                  
                  
                  
                  Interpretation involves the counselor vocalizing an assessment in the
                     context of a positive relationship when sufficient data gathering and assessment
                     have occurred and when the counselor believes the client is ready for the specific
                     change. Interpretation goes beyond reflecting what a client has said from their
                     frame of reference or behavior a client has recognized. Interpretation is used to
                     help a client see a new way of connecting the clues or see meanings that are
                     implicit in what the client has said. Whenever the counselor takes a risk and
                     provides an interpretation, it is important to know there is no way to prove this
                     interpretation is accurate. If the client responds positively to the interpretation,
                     the client will indicate it makes sense and is useful to them. If not, let go of
                     that interpretation without defensiveness or apology. Interpretations, if expressed
                     at all, should be tentative: “Do you think you are avoiding making a budget
                     because...?” An even better tactic may be to ask the client to develop their own
                     interpretations.

                  
                  

               
               

            
            
            
            
               
               
               Avoid Counterproductive Communication Methods

               
               
               
               
                  
                  
                  An important counterproductive communication method is advice-giving. While advice
                     can be positive in some situations, advice is considered a risk-prone intervention
                     because it often implies “should” or “must” and directs the client toward the
                     counselor’s preferred option. Advice can take the form of direct guidance, or it
                     could be more subtle, such as a suggestive or leading question that asks about one
                     option but omits several other options as if they did not exist. The advice is
                     implied. Advice is often authoritarian in nature. It can easily backfire and cause
                     the client to withdraw from a positive relationship. Consider it to be a last
                     resort. Importantly, the counselor should question their own motives: giving advice
                     is very satisfying. People love to show their wisdom. Is the advice given because
                     the client wants it or because the counselor cannot help giving it?

                  
                  
                  
                  Here are some other examples of counterproductive communication methods along with
                     examples.

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        
                           
                              Threaten or warn:
                              
                           “If you keep
                              giving so much money to your church, you will no longer have an
                              emergency fund.” They will try to prove you wrong.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Judge or moralize:
                              
                           “Spending
                              your emergency savings on a motorcycle was irresponsible; you have
                              children.” Shame and guilt are manipulative, and lead to short-term
                              change at best, plus resentment toward the counselor.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Persuade with logic:
                              
                           “You said you
                              were worried about your job. Building up emergency funds just makes
                              sense right now.” A client processing a problem on an emotional level
                              will not process logic but will double down on emotion.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Praise or reassure:
                              
                           Praise is an
                              affirmation that has gone too far or is too general. Reassurance is the
                              negation of pain: “You’ll be just fine,” or “It wasn’t that difficult,
                              was it?” These may be seen as condescending or minimizing. They do not
                              make people feel listened to and can discourage change.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Analyze or probe:
                              
                           “Why did you
                              buy your car for the retail sticker price?” If the client knew why, they
                              would not have done it. Conjecturing as to why fails to let the client
                              analyze their own behavior.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Humor client or avoid:
                              
                           Client: “I’m
                              thinking about just stopping paying my student loans.” Counselor: “Let
                              me know what you decide. Let’s discuss your other debt for now.”
                              Enabling a client’s problems, providing them with excuses, or avoiding
                              an issue shows a lack of concern and is irresponsible counselor
                              behavior. Note that humoring behavior can provide a client with
                              short-term gratification, but a lack of progress will result in
                              long-term disappointment.
                           

                        
                        

                     
                     

                  
                  
                  
                  Another category of counterproductive communication involves poor communication,
                     questioning, and listening skills. Interrupting too frequently or changing topics
                     too frequently are examples of poor communication or listening skills. Poor
                     questioning may take the form of asking faulty
                        questions, which are defined as: Inquiries that are misleading, biased, or poorly
                        constructed, leading to ambiguous or inaccurate responses.

                  
                  
                  
                   

                  
                  
                  
                  A multi-part question is an example of a faulty question. A multi-part question, such
                     as asking three questions in a row before the client can respond, even if they are
                     interrelated, will likely elicit a response for only one of the questions or an
                     uncomfortable question in the mix may get ignored. Resist the urge and ask questions
                     one at a time, giving time for the person to both think and answer.

                  
                  

               
               

            
            

         
         
   
      
         
         
         
         Welcome a Client 

         
         
         
         
            
            
            This area moves on from the general principles of the counseling skills needed to
               be
               a financial counselor. It looks toward the process of financial counseling, starting
               at step one, building rapport. Building rapport begins by
                  welcoming a client; this could be a new client or a returning client. This area
                  covers many necessary aspects of welcoming a client, including reviewing the
                  financial counseling process, getting client feedback, and informing the client
                  of the relationship’s terms. These terms include necessary disclosures the
                  counselor needs to make to the client, as well as forms that need to be
                  completed and signed.

            
            

         
         
         
         
         
            
            
            Welcome a New or Ongoing Client 

            
            
            
            
               
               
               Welcoming a client is the first step in financial counseling:
                  building rapport. The goals when welcoming a client are to build rapport and develop
                  a positive relationship. To initiate this, be present and genuine. Being present means showing attentiveness and demonstrating active listening.
                     Genuineness is the building block of warmth, so just be yourself within the
                     boundaries of professionalism. Be natural and spontaneous. Relax. Smile and
                  show interest. Small acts of politeness matter, such as greeting a
                     client formally by their last name until they are comfortable being on a
                     first-name basis (though for some cultures, this may never be appropriate).
                     See the client as not any client, but this client.

               
               
               
               The financial counselor should be prepared for each interview with an
                  agenda. For a new client, this may be a fairly standardized agenda covering the
                  introductions to the process, the relationship terms, and so on. If the client has
                  filled out paperwork and submitted financial records in advance, these can be used
                  for other agenda items. For ongoing clients, the agenda may have been agreed to at
                  the end of the prior session. However, be flexible, and don’t try to cover too
                  much.

               
               
               
               The process of welcoming a client starts by heading out to the waiting
                  area, greeting the client warmly by name, and briefly apologizing if the client was
                  waiting longer than expected. The waiting area itself can be perceived as the start
                  of an interview session for a new client. The space, its upkeep, and the
                  responsiveness of organizational staff are some of a client’s first impressions.
                  After this, the next steps in the process depend on whether this is a new client or
                  another session with an ongoing client.

               
               

            
            
            
            
               
               
               New Clients

               
               
               
               
                  
                  
                  Welcoming a new client is the perfect time to cultivate a beginner’s mind.
                        While the counselor has expertise and perhaps has met a lot of clients, they
                        should let these go for now. The counselor works to be aware of any biases and
                        is intentional about not letting biases impact the process. When meeting
                     someone new, the person’s appearance and initial words create a strong impression.
                     While this is inevitable, work to avoid making too many assumptions. However, do
                     observe the client’s behavior. They could seem nervous, depressed, or somehow reveal
                     other information about their current mood. Be sensitive to the
                        fact that new meetings involve judging and feeling judged.

                  
                  
                  
                  The first step in welcoming a new client is for the counselor to
                        introduce themselves and ask how to pronounce the client’s name if there is any
                        doubt. Ask how the person prefers to be addressed. A handshake may be in order,
                        but ask if this is appropriate if the client does not offer to shake hands
                        first. Small talk is helpful to give the client a chance to settle in. The subject of the icebreakers should be interesting enough to the
                        client and be familiar, but some testing of the waters may be appropriate.
                        Discussing sports, for example, will only work with a fellow fan. Discussing
                        something innocuous, like the weather, may be fine. Do not consider this
                     socializing to be wasted time. It is vital for the relationship and should not feel
                     rushed. Socializing allows the counselor and client to begin to
                        understand each other’s personality and discover shared interests. It should
                        also not go on too long.

                  
                  
                  
                  When getting down to business, start with an invitation, such as, “Tell me what
                     brings you in today.” Avoid words such as “problem” or other negative words. An
                     invitation should help establish that the client’s needs are what is important. Stating the invitation as a statement rather than a question can
                        be less intimidating. The counselor’s tone should be respectful and
                        conversational. The counselor may need to take the time to establish their
                        credentials and experience and perhaps do some high-level self-disclosure.
                        Afterward, give the client space to introduce themselves a little more or invite
                        them to share more about themselves. The order of these introductions depends on
                        the flow of the conversation.

                  
                  
                  
                  Before getting
                     to a serious discussion of the client’s stated reason for the session, the counselor
                     needs to go over the financial counseling process, seek out and respond to any of
                     the client’s questions, and inform the client of the relationship’s terms. A key to
                     establishing rapport is to clearly affirm, both in direct statements and in the
                     wording of statements and questions, that the client is entitled to
                     self-determination. This sign of respect is vital in the very early stages of a
                     relationship. Another aspect of the relationship’s terms to emphasize early is
                     confidentiality. If there is an intake form and other required forms, these need to
                     be filled out before the meeting can continue if they were not completed in
                     advance. If the counselor already has the completed forms, the
                        counselor could refer to items of interest but should avoid repeating questions
                        found on the forms as this will seem like the counselor was unprepared. If the
                        client fills out the forms in the session, the counselor can observe their
                        nonverbal cues and answer questions.

                  
                  
                  
                  A short scenario can help illustrate the importance of icebreakers, being polite,
                     and
                     getting new clients to share their personal finance stories in the first session.
                     In
                     this scenario, the financial counselor works for a nonprofit consumer credit
                     counseling organization. Services are free to clients due to grant funding.
                     Continued grant funding requires all clients to have a completed intake form. The
                     client has several past-due bills and is in obvious emotional distress. After inviting the client into a private space, the interview can
                        go in various directions. Exhibit 2-4 shows how the counselor’s words and timing can impact the
                     client’s comfort level with the process, which can further affect their likelihood
                     of returning.

                  
                  
                  
                  
                     Exhibit 2-4: Integrating Skills with New Clients
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                                       Affirming Collaborative Launch

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       Reassuring Leader Launch

                                       
                                       
                                    

                                 
                              
                              
                              
                                 
                                 
                                    
                                    	
                                       
                                       
                                       Client: “I am in so much debt, I don’t know what
                                          to do!”

                                       
                                       
                                    

                                 
                                 
                                 
                                    
                                    	
                                       
                                       
                                       Counselor: “I’m so glad you came in today. Grab a
                                          seat and we’ll start on your intake form.” (Straight
                                             to business)

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       Counselor: “I can see that you are distressed.
                                          Thank you for coming to see us today. This is a great
                                          first step.” (Empathy, affirmation)

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       Counselor: “Don’t worry. We’ll get you through
                                          this. Let’s get started with your intake form, then list
                                          your bills.” (Reassure, no rapport, counselor
                                             drives)
                                          

                                       
                                       
                                    

                                 
                                 
                                 
                                    
                                    	
                                       
                                       
                                       Client: “Form? Why do I need to fill out a
                                          form?”

                                       
                                       
                                       
                                       Counselor: “The survey is to collect information
                                          required by our grantor before I am allowed to work with
                                          you.” (About counselor, not client)

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       Client: “Thank you. I just feel so overwhelmed.
                                          How do we start?”

                                       
                                       
                                       
                                       Counselor: “Can you tell me a little more about
                                          your situation?” (About client, starts
                                             rapport)

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       Client: “Fine. Thanks for helping me fill out the
                                          form.”

                                       
                                       
                                       
                                       Counselor: “Thanks for letting us start with the
                                          intake form. Now, I’d really like to hear more about
                                          your situation.” (No rapport, no story
                                             forthcoming)

                                       
                                       
                                    

                                 
                                 
                                 
                                    
                                    	
                                       
                                       
                                       Client: “Fine. Whatever. Give me the form.”

                                       
                                       
                                       
                                       Counselor: “Thanks for filling that out. Here is
                                          our bill tracking form, which is very useful for
                                          managing a lot of debt.” (Solutions far too
                                             soon)

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       Client: “Our family has had a medical crisis. We
                                          have fallen behind on our bills.”

                                       
                                       
                                       
                                       Counselor: [The counselor asks a few follow-up
                                          questions about the crisis and listens.] (empathic
                                             listening)

                                       
                                       
                                       
                                       Counselor: “That does sound like a difficult
                                          situation. I believe that we can find a solution
                                          together. Do you mind if we start with an intake form?”
                                          (Empathy, empowerment, then business)

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       Client: “I’m in a lot of debt and don’t know how
                                          to fix it.”

                                       
                                       
                                       
                                       Counselor: “You’re not alone. Many people have
                                          significant debt. The good news is there are options.”
                                          (Reassure, about counselor knowledge, not
                                             client)

                                       
                                       
                                    

                                 
                                 
                                 
                                    
                                    	
                                       
                                       
                                       Client: “Sure. Fine. Whatever.”

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       Client: “Sure. Thank you so much for listening to
                                          me. This has been so stressful.”

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       Client: “What are my options?”

                                       
                                       
                                       
                                       Counselor: “I am happy to explain all of your
                                          possible options, including DMPs, debt restructuring,
                                          and bankruptcy.” (Counselor knowledge, upsetting
                                             solutions too soon)
                                          

                                       
                                       
                                       
                                       Client: “Bankruptcy? I could never do that.”

                                       
                                       
                                    

                                 
                                 
                                 
                                    
                                    	
                                       
                                       
                                       The client is resigned to filling out forms.
                                          Dissatisfied, the client does not return.

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       The counselor validates the client’s situation and
                                          provides hope. The counselor lays groundwork for a
                                          cooperative, empowered relationship. The necessary
                                          intake form did not get in the way of establishing
                                          rapport. 

                                       
                                       
                                       
                                       Satisfied, the client returns for another session.

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       The client is not in the right place in their change
                                          journey for solutions. The client has an emotional
                                          response to bankruptcy, which sounds scary, and doesn’t
                                          know what a DMP is and doesn’t ask. Too distracted and
                                          upset, the client fails to engage in the session.
                                          Dissatisfied, the client does not return.

                                       
                                       
                                    

                                 
                              

                           

                        
                        
                        
                        
                        
                           Source: Adapted from AFC Money Management Essentials 2022
                              version
                           

                        
                        

                     
                  
                  
                  
                  In the left column, the counselor is concerned with matters that are
                     important to the counselor: getting that intake form. Even the reasons given for
                     filling out the form are about the counselor’s needs. The counselor cannot wait to
                     start offering tools. It does not end well. In the right column, the counselor
                     starts with reassurance, which is not the same as affirmation. Reassurance negates
                     pain. It hinders rapport building here. The counselor helps the client fill out the
                     form, which is a start on dependency instead of empowerment. Also, the counselor is
                     still rushing to that form. Before learning about the client, the counselor offers
                     financial knowledge, but the client is not emotionally ready or in the right change
                     phase. It also fails.

                  
                  
                  
                  In the center column, the counselor starts with empathy
                     and affirmation (“This is a great first step”), then uses an invitation to seek to
                     understand the client’s story. The counselor does not rush the process and discusses
                     the crisis (this part of the dialogue is not shown). The counselor says “We can find
                     a solution together,” already encouraging empowerment and collaboration. When the
                     time is right (but before getting into the details), the form is brought up. The
                     counselor will likely have a repeat visit from this client.

                  
                  

               
               

            
            
            
            
               
               
               Ongoing Relationships

               
               
               
               
                  
                  
                  After greeting and exchanging small talk, an invitation for an ongoing client could
                     be something like, “Tell me what you would like us to focus on today,” or “I have
                     an
                     agenda prepared, but perhaps you have some priorities or events in your life that
                     you would like to discuss first?” Providing a summary of the last meeting may also
                     be appropriate.

                  
                  
                  
                  Building rapport with an
                     ongoing client involves spending the early parts of a session using the client’s
                     initial briefing to focus on their successes and strengths. Discussion that improves a client’s self-esteem is important to
                        rapport-building. Giving space and time to recognize and celebrate
                     successes can fuel client motivation and impact their self-narrative, e.g., “I am
                     a
                     person who can save money.” This celebration can be particularly
                        beneficial when the client has taken action but has not yet experienced the
                        benefits. For example, the client wants to get a higher-paying job. They revise
                        their resume and apply to several positions. Now is the time to celebrate. Even
                        if nothing comes of these job prospects, this is a success. The client has taken
                        action and completed the steps they can control.

                  
                  
                  
                  Trust is an essential element of a positive relationship that will take time to
                     develop. Trust develops over time when the counselor displays that
                        they are dependable, predictable, competent, and honest. When the counselor
                        shows genuine interest and appreciation for an individual, this promotes trust.
                        Warmth, respect, and trust are highly interrelated. Cultural responsiveness may
                        be important. An attitude of acceptance also fosters trust.

                  
                  
                  
                  As relationships grow stronger, it is critical to maintain boundaries.
                     These boundaries are discussed elsewhere, but it is important for friendliness to
                     not turn into friendship or any sort of relationship outside of the client-counselor
                     relationship.

                  
                  

               
               

            
            

         
         
         
         
            
            
            Review the Financial Counseling Process

            
            
            
            
               
               
               Reviewing the financial counseling process helps clients feel
                  more comfortable since they know what to expect. It is also a requirement for AFCs.
                  An AFCPE Standard of Practice applies here.

               
               
               
               
                  
                  
                     Standard of Practice 2, Disclosure to
                        Clients:
                     

                  
                  Counselors must adequately inform clients, preferably in
                     writing, regarding the counseling process and counseling relationship at or
                     before the first meeting begins and throughout the relationship.

                  

               
               
               
               Before the session or during the first session, at an appropriate time, explain the
                  purpose of the session itself and what will occur, and express how the client’s
                  input will guide this and any subsequent sessions. The counselor can then explain
                  how this session fits into the overall financial counseling process: building
                  rapport, gathering information, setting goals and creating an action plan, taking
                  action and evaluating progress, and ending. The client does not
                     need this information in exhaustive detail, but questions should be answered.
                     The counselor can also express that the financial counseling process is one that
                     the client can use to make financial goals and action plans on their
                     own.

               
               
               
               The ending step is an important part of the process to review. Be
                     sure to set expectations for the maximum duration of the meeting, but indicate
                     that the meeting can end early if the client feels their needs have been met.
                     Express the overall goal of the session or relationship and how it should
                  naturally come to an end: counseling has a goal, and once achieved, the session or
                  relationship can end, but the client is welcome to identify new goals as needed. If a client terminates a series of sessions, let them know the
                     door is always open.

               
               
               
               Often, a client will have an important issue they were not comfortable
                  bringing up until the end of a session, which can be resolved by scheduling a new
                  session. Each session can end by signaling that their time together is drawing to
                  a
                  close, summarizing the session and its goals, and asking the client if they felt the
                  session’s goals were met. After getting feedback, the meeting can transition to
                  scheduling, affirmations, and/or small talk for a smooth transition to the end of
                  the session. Allow enough time for these closing processes.

               
               

            
            
            
            
               
               
               Gather Feedback on the Process from Client

               
               
               
               
                  
                  
                  Early in a counselor-client relationship, it is important to express that a client’s
                     feedback is valued and welcome and that their needs will be accommodated to the best
                     of the counselor’s ability. The client may provide feedback in nonverbal and/or
                     verbal forms. It can be explicitly gathered at the end of every session but is also
                     gathered whenever the client offers it. Nonverbal feedback is especially important
                     at the start (getting off on the right foot) and end of a session (session went
                     well?). If a client seems bothered, ask about it.

                  
                  
                  
                  It is a good idea for a counselor to ask for feedback on the client’s experience with
                     the counseling process and then use that information to adjust the interaction to
                     be
                     more aligned with their preferences. For example, a client’s verbal feedback could
                     include comments on whether the client prefers the more self-directed approach
                     recommended in these materials or if the client wants a more directive approach.
                     Some client personality types could prefer this, but there are limits to the
                     effectiveness of the directive approach. While the counselor can support this desire
                     with information and options, ultimately, the client still makes the decisions and
                     takes the necessary actions. It is best to avoid the
                     “tell-me-what-to-do-and-I’ll-do-it” mindset, even when this is what the client
                     wants.

                  
                  
                  
                  The counselor should consider any form of resistance during the counseling process
                     to
                     be feedback about the counselor’s effectiveness. Counselors can easily increase
                     client resistance by saying the wrong things or the right things at the wrong time
                     for the client (moving too quickly). Continued confrontation to resistance can
                     create a downward spiral. Clients will also have natural resistance as they work
                     through painful feelings or resist change, and counselors should roll with it.
                     Clients may need help understanding the phases of change or other counseling to help
                     them understand why change is so difficult.

                  
                  

               
               

            
            

         
         
         
         
            
            
            Inform Client of the Relationship’s Terms

            
            
            
            
               
               
               Informing the
                  client of the counselor-client relationship’s terms is a requirement for AFCs, and
                  it is useful for any financial counselor because it helps clarify the counselor’s
                  role and the client’s role. It is especially important to
                     establish that the counselor believes in the collaborative approach: the
                     counselor is competent and capable in terms of personal finance while the client
                     is the expert in their own life, and each has a role to play. The counselor’s
                     role is a professional one that requires adherence to best practices and
                     protects the client’s interests.

               
               
               
               
                  
                  
                  	
                     
                     
                     
                        
                           Counselor rights and responsibilities:
                           
                        Counselors
                           are accountable for things that occur during a session that are under
                           their control.
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        
                           Client role, rights, and responsibilities:
                           
                        Client roles
                           and responsibilities include being an active participant in the process
                           and openly sharing relevant financial information that the counselor
                           requires in order to help them. Client: “You aren’t going to tell me
                           what to do?” Counselor: “If I did, it wouldn’t be your idea. I have
                           expertise in personal finance, but you have expertise in your own life.
                           We are both experts and need to combine that expertise to make a plan
                           that works for you. Does that sound good?” Clients have rights, such as
                           to terminate the relationship, to receive promised services, and to
                           understand costs upfront.
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        
                           Confidentiality and privacy:
                           
                        A confidentiality policy is
                           defined as: A set of guidelines established by an
                              organization to ensure that sensitive information is handled appropriately, safeguarding
                              privacy and restricting unauthorized access or disclosure. Establishing confidentiality helps with client perceptions of
                           counselor trustworthiness. It is important because clients are asked to
                           disclose personal, private information for professional purposes.
                           Confidentiality is the explicit promise that the counselor and client’s
                           communications will not willfully or carelessly be made public or
                           discussed with anyone else, within the bounds of legally required
                           disclosures. Generally speaking, this involves client disclosures that
                           they may harm another person or themselves. Privacy is a related legal
                           right (confidentiality is a contractual right).
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        
                           Ethics and fiduciary responsibilities:
                           
                        Financial
                           professionals must abide by a code of ethics and some are held to a
                           fiduciary standard. A fiduciary
                              standard is defined as: A legal and ethical requirement that financial
                              professionals act in their clients’ best interests when offering investment advice
                              or
                              managing assets. Part of a fiduciary standard usually includes disclosing payment
                           terms or how the professional is otherwise compensated. Another aspect
                           is to disclose any conflicts of
                              interest, defined as: Situations where an individual’s personal
                              interests could compromise their professional judgment, actions, or responsibilities.. 
                        

                     
                     

                  
                  

               
               

            
            
            
            
               
               
               Counselor Roles and Responsibilities

               
               
               
               
                  
                  
                  Financial counselor roles
                     and responsibilities include many things discussed in more detail elsewhere: be
                     competent (be properly educated and keep up with learning, perhaps get certified as
                     an AFC, admit what you do not know), demonstrate integrity (practice what you
                     preach), show acceptance, be part of a collaborative team with the client, be a
                     coach or mentor, be an active listener, and demonstrate cultural responsiveness. Be
                     genuine, patient, and respectful. The counselor’s role also includes helping the
                     client gain insight or take action when ready. Another role may be to educate or
                     provide the client with educational brochures or other sources of information upon
                     request. 

                  
                  
                  
                  Financial counselor roles and responsibilities include being
                     professionally competent both in terms of counseling skills and personal finance
                     skills, which requires ongoing education and self reflection. Financial counselors
                     also have certain professional responsibilities. They are accountable for things
                     that occur during a session that are under their control. AFCs must also abide by
                     all of the AFCPE Standards of Practice. Ones that apply specifically to client
                     relationships include that (these are paraphrased; see the AFCPE Standards of
                     Practice for more information):

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        It is not appropriate for counselors to be romantically involved with
                           clients.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Counselors must protect clients from trauma in group work or seminars.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Counselors must help with continuing treatment when necessary after
                           termination of counseling.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Counselors who determine they are unable to be of professional assistance to
                           the client must not start or immediately terminate the counseling
                           relationship.

                        
                        

                     
                     

                  
                  
                  
                  Financial counselors who are not AFCs will still need to comply with similar
                     organizational policies. Violations of counselor-client relationship standards or
                     policies are called boundary violations. It is also a boundary violation to become
                     friends with clients, which could hinder the ability to be objective.

                  
                  
                  
                  Note that financial counselors are individuals with their own values. These may
                     include values about religion, marriage, sexual orientation, abortion, and so on.
                     Financial counselors have a professional duty to keep their private values to
                     themselves and not try to influence a client’s values with their own. Counselors can
                     help clients explore the client’s own money values and how their approach to money
                     helps or hurts their financial situation/goals, but imposing the counselor’s money
                     values on the client is still not appropriate. For example, perhaps the counselor
                     believes that married couples who have combined their finances come out ahead
                     financially and can better negotiate their relationship and manage their money. They
                     are counseling a married couple who prefer to keep their finances separate. The
                     counselor should be aware of their own bias on this issue and be prepared to set it
                     aside so the couple’s values and priorities are respected. Giving the pros and cons
                     of each option is enough.

                  
                  

               
               

            
            
            
            
               
               
               Client Role, Rights, and Responsibilities

               
               
               
               
                  
                  
                  Client rights and
                        responsibilities are defined as: The entitlements and duties that
                        clients have when engaging with financial professionals.

                  
                  
                  
                  The client should be educated on their role, rights, and responsibilities. The idea
                     is to reduce
                     a client’s incorrect expectations about their role in counseling. Their roles and
                     responsibilities include being an active participant in the process and openly
                     sharing relevant financial information that the counselor requires in order to help
                     them. This includes sharing relevant information about their personal life within
                     their comfort level. While not required, the role can include providing feedback on
                     what is and is not helpful or about any cultural misunderstandings so the counselor
                     can adjust. The client should also understand that they are the driver of change in
                     their lives and that the goal is to enable the person to make acceptable financial
                     decisions on their own. The client is expected to be a co-creator in their goals,
                     action plans, and so on. The exchange can go something like this. Counselor:
                     “Hopefully, we can work together to think up some plan today that can help with your
                     situation.” Client: “You aren’t going to tell me what to do?” Counselor: “If I did,
                     it wouldn’t be your idea. I have expertise in personal finance, but you have
                     expertise in your own life. We are both experts and need to combine that expertise
                     to make a plan that works for you. Does that sound good?”

                  
                  
                  
                  Clients also have rights, such as the right to terminate the relationship, the right
                     not to be sexually harassed, the right to privacy, the right to be charged for
                     services (if charged) as agreed upon, and the right to any promises made by the
                     counseling practice in advertising (the practice needs to get legal review of any
                     explicit or implicit promises made in advertising).

                  
                  
                  
                  The client will be asked to sign a client consent and release form. The details of
                     these forms may differ by practice. A practice or counselor should get legal advice
                     on the wording of forms and get a legal review for any form being created. Here are
                     some subjects that a consent and release form may include (these bullets are not
                     meant to provide the legal language for such forms). By signing and dating the form,
                     the client acknowledges that they:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Consent to receive financial counseling from the practice in question.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Understand that the counselor cannot provide legal advice or advice on
                           investments or insurance.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Understand the confidentiality expectations for getting counseling from the
                           counseling practice.

                        
                        

                     
                     

                  
                  
                  
                  The form should include language that protects counselors against legal action.

                  
                  

               
               

            
            
            
            
               
               
               Confidentiality and Privacy

               
               
               
               
                  
                  
                  A confidentiality policy is defined as:
                     A set of guidelines established by an
                        organization to ensure that sensitive information is handled appropriately, safeguarding
                        privacy and restricting unauthorized access or disclosure.

                  
                  
                  
                  Establishing
                     confidentiality helps with client perceptions of counselor trustworthiness. It is
                     important because clients are asked to disclose personal, private information for
                     professional purposes. Confidentiality is the explicit promise that the counselor
                     and client’s communications will not willfully or carelessly be made public or
                     discussed with anyone else, within the bounds of legally required disclosures, and
                     any release forms the client signed with informed consent. Since the client has
                     signed or will be required to sign the confidentiality policy before continuing the
                     session, the document itself can serve as a counselor’s “duty to warn” when the law
                     requires a counselor to disclose information. Generally speaking, this involves
                     client disclosures that they may harm another person or themselves. A
                     confidentiality policy may also state that any disclosed illegal activities may be
                     reported to legal authorities. Also, a court order can require opening client
                     records despite confidentiality assurances. While several AFCPE Standards of
                     Practice relate to confidentiality, the following help sum up an AFC’s
                     confidentiality requirements.

                  
                  
                  
                  
                     
                     
                        Standard of Practice 9, Confidentiality
                           Requirement:
                        

                     
                     Counselors must keep information related to counseling
                        services confidential unless disclosure is in the best interest of clients, is
                        required for the welfare of others, or is required by law. When disclosure is
                        required, only information that is essential is revealed, and the client is
                        informed of such disclosure.

                     

                  
                  
                  
                  
                     
                     
                        Standard of Practice 15, Disclosure of Transfer of
                           Records:
                        

                     
                     Counselors must obtain written consent from a client
                        prior to disclosing or transferring records to third parties, unless exceptions
                        listed in SP‐9 exist.

                     

                  
                  
                  
                  The client will be required to read and sign a confidentiality agreement that the
                     financial counselor’s practice will have developed. Go over this form to explain
                     what should and should not be discussed in the counseling session in plain language.
                     In addition to not disclosing things that would need to be reported by law,
                     counselors should help clients stay silent about anything that is none of the
                     counselor’s business (i.e., it would not further the purposes of the financial
                     counseling and could be considered sensitive information).

                  
                  
                  
                  While reviewing the legal requirements could be seen as reducing the client’s
                     willingness to share, if the client knows what is out of bounds, this can be
                     liberating.

                  
                  
                  
                  Breaches of confidentiality are a common reason for social workers, in general, to
                     be
                     exposed to malpractice claims.

                  
                  
                  
                  Privacy is related to confidentiality but has some differences. Privacy is a legal
                     right, while confidentiality is a contractual right. Private information is
                     information about values, beliefs, fears, feelings, opinions about other people or
                     things that are not public knowledge, or it is personally identifiable information
                     (PII) that could result in identity theft if enough of it were to be disclosed.
                     Discussion of U.S. privacy laws is outside the scope of this course.

                  
                  

               
               

            
            
            
            
               
               
               Ethics and Fiduciary Responsibilities

               
               
               
               
                  
                  
                  AFCs must abide by
                     the AFCPE Code of Ethics, defined
                     as: A set of ethical guidelines established by the
                        Association for Financial Counseling - Planning Education (AFCPE) to ensure that financial
                        professionals uphold integrity, objectivity, confidentiality, and professionalism
                        in their
                        practice. This code is addressed elsewhere.

                  
                  
                  
                   Professional practices will also
                     have codes of ethics or an ethics policy,
                     defined as: A set of guidelines outlining an organization’s
                        standards for ethical behavior expected from its employees and stakeholders. Ethics policies require adherence as a condition of employment.

                  
                  
                  
                  Study the applicable ethics code(s) and keep a copy for reference. All professional
                     practice
                     ethics codes indicate what a person must or must not do in their professional
                     practice, but they do not address every nuance of an issue; professionals must make
                     many judgment calls. Ethics can come up in many client situations. However, ethics
                     codes and standards of practice may not cover all parts of the issue.

                  
                  
                  
                  
                     Example

                     
                        
                        
                        
                        Ron and Vincent are a couple attending counseling together.
                           The counselor needs to clarify confidentiality expectations for both of them.
                           The counselor ensures that the individuals are aware that both will be privy to
                           any information shared with the counselor. The counselor says, “Should something
                           be disclosed on the phone, email, or another circumstance when one of you is not
                           present, both of you should be aware that there is no expectation that I will
                           maintain secrecy or confidentiality from the other individual. I will operate
                           from the assumption that if something is disclosed to me, I am free to disclose
                           it to the other party.” The financial counselor can also make it clear that the
                           counselor is not a marital therapist. The counselor will provide no advice on a
                           client couple’s relationship.

                        
                        

                  
                  
                  
                  An AFC has fiduciary responsibilities. A fiduciary
                        standard is defined as: A legal and ethical requirement that financial
                        professionals act in their clients’ best interests when offering investment advice
                        or
                        managing assets.

                  
                  
                  
                  Financial counselors must disclose their payment terms or how they are otherwise compensated
                     before the session formally begins. However, financial counselors cannot provide
                     legal, tax, insurance, or investment advice (including for retirement plans). They
                     do not invest funds on behalf of clients. For these reasons, some of the features
                     of
                     a fiduciary do not apply to AFCs. However, AFCs must disclose any conflicts of interest, defined as: Situations where an individual’s personal
                        interests could compromise their professional judgment, actions, or responsibilities.. Here, this primarily refers to the prohibition against paying or accepting any
                     referral fees. AFCs must also disclose how they are compensated.

                  
                  

               
               

            
            
            
            
               
               
               Other Policies

               
               
               
               
                  
                  
                  A financial counseling practice may have other policies that require adherence by
                     the
                     counselor and/or client, such as:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Social media policy and consent forms

                        
                        

                     
                     
                     
                     	
                        
                        
                        Diversity, equity, and inclusion (DEI) policies

                        
                        

                     
                     
                     
                     	
                        
                        
                        Whistleblower policies

                        
                        

                     
                     
                     
                     	
                        
                        
                        Record retention and destruction policies

                        
                        

                     
                     
                     
                     	
                        
                        
                        Disaster plans

                        
                        

                     
                     

                  
                  

               
               

            
            

         
         
   
      
         
         
         
         Gather Client Information

         
         
         
         
            
            
            This area discusses the second phase of relationship-building with clients, gathering
               information (also called the exploring phase). It involves
                  determining what the client wants to accomplish in counseling, identifying
                  personal resources and gaps, and clarifying a client’s personal perspectives. It
                  includes getting an understanding of the client’s socioeconomic situation,
                  knowledge, skills, abilities, and support systems and learning a wealth of
                  information about a client’s experiences, values, cultural norms, and
                  more.

            
            

         
         
         
         
         
            
            
            Determine What the Client Wants to Accomplish

            
            
            
            
               
               
               At this
                  point, the counselor has the gist of why the new client came in but needs more
                  information. For a returning client, the counselor may have an agenda but should
                  still check in with the client to see if there is any new priority to work on.
                  Another important reminder is that rapport-building never ends. If
                     this is a new session, small talk is still quality time spent before exploring
                     the client’s issue. Assuming there is a positive relationship, problem
                     exploration can begin.

               
               
               
               A good mix of interviewing skills is needed to obtain the facts and the client’s
                  feelings about their situation. Since self-revelation makes a client vulnerable to
                  rejection by others, the counselor may need to be aware of and sensitive to the
                  client’s feelings of shame or guilt over their financial issues. Counselors may use self-disclosure to get things started. For example, if
                  a client fears that they will be judged for defaulting on a debt, the counselor
                  could state that it is natural to feel regret over past choices and that perhaps
                  other debts were more critical. From there, the use of paraphrasing and reflection
                  with selective emphasis, open-ended questions, minimal encouragements, and silence
                  can help prompt the client to tell their story. Financial counselors avoid making
                  interpretations at this point. The counselor is listening,
                     clarifying, summarizing, and assessing to discover who the client is as an
                     individual and what their goals are. For example, the counselor could start
                     with, “What is the goal you hope to achieve by getting financial
                     counseling?”

               
               
               
               A
                  client will often present a relatively superficial issue even though they may have
                  deeper financial issues that they are not ready to discuss. The initial issue is
                  called the presenting concern. The deeper issues may be related to some shame, or
                  they may be unaware they are problems. The client may not be consciously avoiding
                  these deeper issues. Often, the client is not yet ready to trust the counselor, and
                  the smaller issue is a test of sorts. Counselors who address their initial issue
                  with grace will earn more trust, and the other issues can be addressed later when
                  the client is ready. Going through the process of setting small goals for small
                  concerns will help later when the client is ready to get to their larger goals. They
                  will trust the process.

               
               
               
               While the counselor may not reveal the following considerations, they
                  should be internally assessing the following when listening to the issue or event
                  that the client visits: Is the issue they came in for a root cause or a symptom?
                  While discussing their presenting concern, do they reveal a more important financial
                  gap that could be the subject of later counseling? If the issue is a financial
                  problem for the client, does the client own the problem, or are they blaming others?
                  What is the likely time frame needed to get to financial stability? What are the
                  problems or challenges? What is the situation or environment? Thinking about such
                  questions can help the counselor decide what to emphasize in follow-up questions or
                  reflections.

               
               
               
               When discussing a client’s problems or challenges, ask the client when
                  the issues began and whether it was an event or more of a pattern. Ask what
                  solutions to the problem the client has already tried. Use reflection and
                  affirmation to focus on the client’s strengths for having tried some things even if
                  they were not successful. Determine how strongly the client feels about the issue
                  using scaling questions and empathic listening. Is the issue occurring more
                  frequently of late? What are some of the impacts it is having on the client’s health
                  or emotional state?

               
               

            
            
            
            
               
               
               Determine Client’s Financial, Socio‐Economic Situation

               
               
               
               
                  
                  
                  When
                     considering the client’s financial and socio-economic situation, the counselor is
                     learning about the client’s issues in context. Interviewing in
                        this area is about the client in their environment. A socio-economic situation
                        is a client’s position in the social hierarchy based on their education,
                        occupation, and income. It plays a role in whether or not the client
                     qualifies for certain public assistance programs or benefits. While a person can
                     change their socio-economic situation, it can be associated with family history:
                     clients from poorer backgrounds tend to have limited resources to change their
                     situations, and their social networks will often come from a similar socio-economic
                     situation. People from a different socio-economic class often have
                        beliefs related to persons of higher or lower socio-economic classes.

                  
                  
                  
                  A
                     client’s financial and socio-economic situation constrains their ability to
                     accomplish goals. A study cited in Klontz and Klontz, Facilitating Financial
                        Health, indicated that for persons earning $50,000 or more per year, there
                     was no significant correlation between money and happiness. People at various income
                     levels above this minimum amount will be happy or miserable for various reasons
                     unrelated to their income. If a client wants to increase their income because they
                     believe this will make them happy, this may be an unrealistic expectation. Another
                     takeaway is that for clients at or near the poverty line, money issues can have a
                     significant impact on happiness. This may be related to the struggles of keeping
                     one’s head above water. Any financial goals will need longer, more realistic time
                     lines to account for the smaller amount of disposable income such clients have. They
                     may also have less education in general, live in a run-down and possibly dangerous
                     neighborhood, and have unreliable personal resources.

                  
                  
                  
                  Counselors work to discover what in the client’s situation is keeping
                     the client from developing a normal routine that could make it easier for them to
                     realize their goals. Fatigue, loneliness, insecurity, or poor diet can all be
                     stressors. A counselor can ask open-ended questions such as, “What are some of the
                     stressors in your life related to where you live?” or “You said your second job
                     takes a long time to get to, and that is time you could have spent unwinding. Tell
                     me about the challenges you face in using public transportation in your
                     neighborhood.” A client may have additional fears for their safety related to
                     intolerance in their community: “What has that been like for you?”

                  
                  
                  
                  If a client is willing and ready to explore their total financial
                     situation and is asking for better knowledge about what they can do to improve it,
                     a
                     counselor can use a number of tools or exercises to get at this information. For
                     example, the counselor may give the client inventory-taking worksheets that help
                     reveal a client’s financial strengths and weaknesses in various categories. Examples
                     of questions include how many months of emergency savings they have, whether they
                     pay their bills on time, whether they make plans to accomplish their goals, if they
                     take vacations, if they make a budget, if they pay off their credit card monthly,
                     if
                     they use payday loans, and so on. The tools may help some clients see their
                     financial issues from a broader perspective. For some, it can be a revelation that
                     they have some underlying beliefs or unresolved business that has created a pattern
                     in their lives, such as a reaction to the death of a spouse. For clients who are not
                     ready to face all of their financial issues, such tools could create stress or
                     detract from their stated goals.

                  
                  

               
               

            
            

         
         
         
         
            
            
            Help Client Identify Personal Resources and Gaps

            
            
            
            
               
               
               What are the
                  client’s personal resources? A steady job, a good work ethic, a good family network,
                  good credit, a good reputation, and motivation to advance oneself are all examples
                  of resources some clients may have. Even if they lack some of the resources on this
                  list, the ones they do have can be highlighted to prevent clients from focusing only
                  on their deficiencies or gaps. Also, a client’s desire to advance
                     themselves might be leveraged to help motivate the self-control needed to start
                     doing something they have been avoiding, such as budgeting.

               
               
               
               Counselors can interview
                  clients to discover the client’s strengths in terms of their inner qualities,
                  including their knowledge, skills, and abilities, plus their external support
                  systems, including the strength and resilience of their families, community, and
                  access to community resources. Goals include helping the counselor assess whether
                  a
                  client’s goals are in their control, what inner qualities the counselor can help the
                  client see that they can tap into, and what personal resources they might be able
                  to
                  leverage to accomplish their goals. Another goal is to identify client gaps in these
                  areas so the client and counselor can work together to make a plan to either close
                  the gaps or compensate for them. When developing SMART goals
                     (specific, measurable, attainable, relevant, and timely) a little later in this
                     process with the client, this information on personal resources and gaps can
                     help determine if the client’s goals are attainable and if the client’s chosen
                     time frame seems realistic. In other words, doing this work helps clients
                     understand their starting point and may lead to making some enabling
                     goals.

               
               

            
            
            
            
               
               
               Knowledge, Skills, and Abilities

               
               
               
               
                  
                  
                  A financial counselor can help a client take inventory of their knowledge, skills,
                     and abilities. Knowledge includes the general education level, if they went to a
                     community college or university, what they studied, and if they have a related
                     degree, certification, or license (e.g., registered nurse), plus related job
                     experience. Skills are verbal, physical, or mental actions they can do competently
                     within a normal time frame, such as using a computer (e.g., typing speed, job
                     search), driving a forklift, or repairing a car. Abilities are applied knowledge and
                     skills to perform a specific task without additional training, such as managing
                     employees, planning and organizing work, or supervising children in a daycare
                     setting. Understanding how to differentiate knowledge, skills, and abilities on a
                     job application is essential to understand and highlight when applying for jobs,
                     especially government jobs that rely on keyword searches to narrow down candidates
                     to those with the required knowledge, skills, and abilities in those categories.

                  
                  
                  
                  For some clients, their knowledge, skills, and/or abilities can be quite limiting,
                     such as for recent immigrants or the very poor. Clients may come from a different
                     linguistic background or their educational background may be that they are
                     pre-literate in English (or may not be literate in any language). Some clients may
                     have little experience/history with the financial system/institutions in the U.S.
                     Some clients may have limited history in the workforce (for self and family). Some
                     financial empathy is needed from the counselor in such situations. Such clients may
                     have had many experiences being ignored by society and may only have positive
                     experiences within their own immigrant communities.

                  
                  
                  
                  The counselor may get a sense of a client’s knowledge, skills, and abilities related
                     to financial knowledge, literacy, and competency in the course of their interviews
                     and by reviewing their intake forms. The client may have more knowledge in some
                     areas than in others. Learning about this can help the counselor tailor what to
                     discuss and at what level to avoid either condescension or confusion. Clients will
                     have financial experiences, and even negative experiences will have taught the
                     client something. In particular, their experiences will affect their financial risk
                     tolerance and related decisions. For example, a client’s financial literacy is
                     directly related to their likelihood of succeeding in investing. Knowing this, the
                     counselor who is working with a client who has expressed an interest in becoming a
                     better investor will need to use various questioning and reflection skills to get
                     the client to discuss this matter in ways that reveal what educational topics they
                     may benefit from while avoiding bringing up certain types of investments themselves
                     and inadvertently providing prohibited investment advice. The counselor can ask the
                     client what they want to accomplish relative to current versus desired financial
                     knowledge, skills, and abilities and in what areas they are interested in learning
                     more.

                  
                  

               
               

            
            
            
            
               
               
               Support Systems

               
               
               
               
                  
                  
                  Does the client have a network of family and friends they can turn to for help, such
                     as a loan or just having dinner and getting emotional support? Family can include
                     significant others who are not spouses if the client thinks this way about the other
                     person. Do they have a religious or cultural center they attend for moral support
                     and socializing? Are they friendly with their neighbors? Or do they live alone and
                     have few friends? What government resources or public benefits are they currently
                     accessing?

                  
                  
                  
                  In many cases, when a person is coerced to come to financial counseling, this is
                     evidence that the client has a support network. After all, this partner, parent, or
                     other person could have left the person or otherwise disengaged. This same network
                     may help the person remain accountable and provide other forms of support.

                  
                  
                  
                  Client issues and choices can also impact others in their support system. The inner
                     family is obviously affected. Other family members and friends may also have helped
                     them out, such as by providing a loan or co-signing on a loan. Learning about this
                     can help the counselor use emphasis during reflection to help the client realize on
                     their own that their choices have a wider impact.

                  
                  

               
               

            
            
            
            
               
               
               Identifying Gaps and Advising on Them

               
               
               
               
                  
                  
                  Clients are doing the best they can using their
                     available knowledge, skills, abilities, and support systems. Helping clients assess
                     their own internal and external strengths and see their gaps will lead some clients
                     to seek out new information, learn new skills or abilities, or broaden their support
                     network. It might lead them to change their worldview (the counselor can expose the
                     client to new things, but the client must make such a change on their own).
                     Developing a deeper understanding of the client’s current state and gaps also helps
                     the counselor base their assessment of the situation on the best possible
                     information and be more accepting: the client is doing the best they can with the
                     information they currently have. Counselors must remain open to the possibility that
                     the client is aware that a decision was not the least costly monetarily speaking but
                     that they chose that action anyway as it was worth the cost to satisfy other
                     decision factors.

                  
                  
                  
                  Gaps in personal resources may also exist because of a significant event. The client
                     may have moved to a new city and have no established contacts, have experienced a
                     death in the family, need to be underemployed, or need to reduce their work hours
                     while getting additional training or education. The counselor can help the client
                     brainstorm new ways of adapting to or accessing new resources. An example is when
                     a
                     client takes on new caretaking responsibilities for a family member, impacting time
                     for working and adding new expenses. The counselor could discuss access to public
                     assistance for a home health aide.

                  
                  
                  
                  Underrepresented persons may have additional gaps. For example, recent immigrants
                     may
                     face gaps in their skills, such as needing to learn English or gain literacy. The
                     counselor could help with a language training referral or related apps. Clients in
                     this situation may also lack cultural background knowledge regarding how the U.S.
                     government or the U.S. banking system works.

                  
                  
                  
                  A client may not even know about some support systems. Government support/programs
                     are support systems, too. The counselor may not be able to do much beyond help the
                     client understand what support programs could help them and their families, how to
                     get the enrollment process started, and help them understand the qualifications
                     needed to receive support. While several government programs are addressed
                     elsewhere, there are many more that may help a specific client, such as support
                     programs for people with disabilities and their families.

                  
                  
                  
                  One way a counselor can help clients recognize gaps and make plans to close them is
                     to discuss the client’s personal process that led the client to seek help from the
                     financial counselor: “Let’s discuss what you found most effective in motivating you
                     to go from just living with your financial issues to gaining the strength needed to
                     get counseling. Perhaps this can be applied to closing some of the gaps we just
                     discussed.”

                  
                  

               
               

            
            

         
         
         
         
            
            
            Clarify Client’s Personal Perspectives

            
            
            
            
               
               
               At this point, the
                  counselor and client start to make connections in how the client’s values, beliefs,
                  emotions, and self-esteem relate to their financial habits. A
                     financial counselor who actively listens to these perspectives will get a good
                     idea of whether a client’s goals are relevant to them (part of helping the
                     client create SMART goals). 

               
               
               
               Learning about the client’s personal perspectives and life
                     experiences also helps counselors determine how to counsel them or what to teach
                     them and in what depth. A client’s education, job experience, life
                  experiences, hobbies, culture, age, feelings about finances, etc. all help the
                  counselor better understand how to meet their clients where they are at and tailor
                  interview questions accordingly.

               
               
               
               A client’s personal perspectives include whether the client is
                  representing just themselves or themselves plus other family members or if a couple
                  is being counseled together. Other important perspectives to gather include the
                  client’s experiences and interests, what they might self-select as their money
                  personality (e.g., a general category of how they tend to behave financially, such
                  as being a big spender), their values, and their cultural norms.

               
               

            
            
            
            
               
               
               Client or Clients?

               
               
               
               
                  
                  
                  While many clients will be individuals who do not have their finances intertwined
                     with a partner or spouse, clients in cohabiting relationships will have mixed
                     finances to some degree. Some clients will actually be a couple seeking help
                     together, while others will have a partner who is not a client, but the client’s
                     issues and decisions will impact that partner. The client intake form may be useful
                     in determining this information so the counselor does not need to ask. However, the
                     counselor may not have any say in what is included on the intake form.

                  
                  
                  
                  Obviously, if a couple arrives in the office for a visit, the counselor is dealing
                     with clients. In cases where only one person shows up and no information is provided
                     on their inner family, the counselor may need to use questioning techniques to
                     prompt the client to volunteer this information on their own without directly asking
                     about it.

                  
                  
                  
                  Working with couples creates many opportunities for a counselor to provide
                     significant assistance. Studies have shown that financial conflict is a strong
                     predictor of divorce. One cause of this conflict is financial infidelity (keeping
                     financial secrets from the other partner). When counselors note personality
                     differences between couples related to money decisions, one tool they can promote
                     is
                     negotiated compromises for different sorts of decisions. Perhaps the budget-oriented
                     member of the couple can be in charge of mandatory bills while spending on
                     entertainment or clothing could be in a separate account that the less-disciplined
                     partner controls.

                  
                  
                  
                  When dealing with couples, it is important to set some ground rules. These include
                     treating both partners as equals in the financial relationship, even if one
                     contributes by raising children and/or keeping a home. It also means that the
                     counselor will not take sides or treat one of the partners as “the problem,” but
                     instead will advocate for the couple as a unit. Since the two individual clients may
                     be in different parts of their change journey, a financial counselor may need to
                     work more on providing traditional financial literacy education to the couple if the
                     couple’s conflicts or the resistance of one or both are beyond the financial
                     counselor’s counseling skills. In this case, the couple can get their personal
                     finance knowledge from the counselor and be referred to a financial therapist for
                     the change management work.

                  
                  
                  
                  If there are any signs of domestic violence, including total financial control of
                     one
                     partner by the other, these are situations that require a referral and termination
                     of the relationship with both clients. Any probing into the situation is
                     inappropriate for a financial counselor as it could result in more abuse for the
                     victim later in private.

                  
                  

               
               

            
            
            
            
               
               
               Experiences and Interests

               
               
               
               
                  
                  
                  Saying that clients are experts in their own lives speaks to client experiences in
                     particular. Even a client who has very little education can be quite experienced.
                     They may have learned a trade on the job and have significant expertise. They may
                     have significant common sense and wisdom in many areas, even if they ask for help
                     with their personal finances. In addition, their childhood and later life
                     experiences will have formed many of their behavioral scripts related to money and
                     their money personalities.

                  
                  
                  
                  A client’s interests unrelated to finance can be the subject of icebreakers or other
                     small talk. They can also be used to help explain financial concepts if the
                     counselor can get creative enough. A client’s interests related to personal finance
                     can help guide the counselor’s focus on what subjects to delve deeper into.

                  
                  

               
               

            
            
            
            
               
               
               Money Personalities

               
               
               
               
                  
                  
                  Money personality
                     quizzes are popular online, and a client might have taken one. A money personality
                     is a general description of how a client may self-identify in terms of how they
                     approach personal finance. An example is someone who calls
                        themselves a “big spender.” A counselor may also make an
                        internal assessment of a client along these lines but would not share it with
                        the client. Counselors should not reinforce client self-talk about money
                        personalities.

                  
                  
                  
                  Money personalities are general categories of beliefs related to
                        money. Money personalities can be beneficial in some situations but lead to
                        unfortunate consequences in others. Since they are based on underlying
                     beliefs that may be subconscious, money personalities may require some effort to
                     change. Money personalities can be limiting, so counselors should work to help the
                     client see that they do not always behave in these ways (exceptions) to help clients
                     become ready to change when a set of beliefs is not working for the client
                     anymore.

                  
                  
                  
                  Here are some examples of money personalities:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Big spenders. These personality types consider shopping essential to
                           happiness, but their purchases do not keep them happy for long. It may be
                           the latest clothing, car, phone, or all of the above. Having a budget is
                           difficult but essential.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Savers/misers. These people feel money should be saved, not spent.
                           They deny themselves many comforts, such as vacations, but enjoy seeing
                           their bank balances. They may invest so conservatively that they miss
                           significant long-term gains. The goal is to find a little balance, such as
                           learning to take a vacation on a budget.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Debtor/indifferent. Persons who are indifferent to money avoid
                           budgeting or thinking about money and are often deeply in debt because they
                           spend more than they earn. Some amount of reality often needs to hit to
                           enable change.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Balanced money manager/investor. This personality type seeks to
                           eventually earn enough from their investments that they can replace their
                           income. They are willing to take financial risks to achieve this goal. They
                           may spend money on fun things out of a false sense of security in good
                           times. They may need to realize they may have an optimism bias.

                        
                        

                     
                     

                  
                  

               
               

            
            
            
            
               
               
               Values and Cultural Norms

               
               
               
               
                  
                  
                  Values make up a large part
                     of a person’s worldview. Values are what a person finds important, and they shape
                     how a person thinks about themselves and others, how they treat themselves and
                     others, and the good and bad consequences they expect they and others will
                     experience as a result of their words and actions. It includes
                        concepts of pride and humility, tolerance and intolerance, good and evil, and
                        whether change is possible or that people will never change. A person who values
                        companionship will fear loneliness. Valuing prosperity implies fearing poverty.
                        What does the client value? What are their greatest fears? What do they tolerate
                        least? Can the counselor separate their values from the client’s values? Since
                        everyone thinks their values are self-evident and correct, it is easy to assume
                        others share them until getting to know them.

                  
                  
                  
                  Values about money can be called money
                        values, which are defined as: An individual’s personal beliefs and guiding principles
                        that shape how they view, use, and prioritize money in their financial decisions.

                  
                  
                  
                  Identifying a client’s values
                     can be done indirectly or directly. Indirect assessments use the concepts from
                     behavioral finance and interviewing to get clients to reveal the information
                     gradually through their responses to reflection and questioning with emphasis.
                     Direct assessments can use various survey tools or assessment packages that reveal
                     values. They ask about attitudes regarding saving, debt, credit,
                        financial satisfaction, spending, and so on. The stage of the relationship and
                        type of client can be a guide, or it could be a two-step process with indirect
                        setting up direct.

                  
                  
                  
                  The client’s cultural norms
                     are important to discover. Taking a systems perspective means that the system as a
                     whole—including a client’s culture and their inner and extended family—impacts how
                     an individual acts and reacts to events and what norms or unwritten rules apply to
                     them. Some of these unwritten rules will create cultural and gender-specific
                     expectations for the client that they may abide by or defy. Cultural norms can also
                     create expectations for who they can turn to for financial support or advice. Culture contributes to a person’s values in addition to being a
                        network that the client may (or may not) be able to rely upon for support.
                        Families from various cultures may be more or less open to changing how things
                        are done or to adapting to new situations. Helping clients to see themselves
                        within their larger network can help them understand how they are being
                        influenced and how they, in turn, influence others. When they perceive that
                        influence to be negative, they may develop personal defense mechanisms or work
                        to reduce their own negative influence on others, including getting motivated to
                        learn better financial habits.

                  
                  

               
               

            
            

         
         
   
      
         
         
         
         Choose Counseling Approach

         
         
         
         
            
            
            In this area, the financial counselor has gathered enough client information to
               choose a counseling approach (remedial, preventative, or productive) for the
               client’s situation. The financial counselor also applies multi-modal counseling and
               education strategies, meaning that the counselor selects the type of learning
               materials that are most appropriate for the given subject matter.

            
            

         
         
         
         
         
            
            
            Fit Counseling Approach to Client’s Needs

            
            
            
            
               
               
               The client may have
                  come in due to an urgent crisis, such as a reduction in income from employment
                  change or job loss, poor credit, past due bills, or medical debt. A client may be
                  panicking because their retirement savings took a spill in an economic downturn, and
                  the counselor needs to determine how to calm the person down without giving any
                  investment advice. There may be a life change, such as a divorce or the death of a
                  family member, and a key role will be to help the client gain access to important
                  resources. Or they may need help interpreting credit reports, increasing savings,
                  or
                  learning about public benefits, and the role is primarily educational. 

               
               
               
               Clients may become clients for voluntary reasons, may be required to come as part
                  of
                  a court order, or may have been coerced by a family member or friend. Even for
                  voluntary clients, it is important to acknowledge they likely had a long and painful
                  change process just to get themselves to the action phase where they were finally
                  ready to ask for help.

               
               
               
               These considerations come into play as a counselor determines the best counseling
                  approach to take with a client based partly on their needs, partly on client
                  feedback, and partly on the counselor’s understanding of the client’s personality
                  type and interests. Always remember to read the room. If a client is serious, the
                  counselor could take a serious tone, too, rather than attempting to be too light.
                  Tailoring requires listening and reading body language cues. When in doubt, ask.

               
               

            
            
            
            
               
               
               Remedial, Preventive, and Productive Sessions

               
               
               
               
                  
                  
                  
                     
                     
                     There are some basic categories of financial counseling sessions :
                     Whether you are a teacher, social worker, therapist, clergy
                        member, advocate, or other professional, understanding different types of
                        counseling or interventions can assist you in finding the best approach for each
                        client and each situation. The three types of counseling we will focus on are:
                        remedial, productive, and preventive. 
                     

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Remedial counseling: A counseling approach aimed at resolving specific
                              problems or crises and helping clients regain control over their financial situation.
                           

                        
                        
                        
                        
                           Example

                           
                              
                              
                              
                              Meet John. John has more expenses than income, and he
                                 has been using his credit card to make ends meet. Remedial counseling
                                 would be appropriate for John since he is experiencing a problem.
                                 Together you can evaluate his situation, create effective goals, and
                                 think of strategies to decrease expenses and increase income while not
                                 using his credit card. In this way, you can help John learn to live
                                 within his means.

                              
                              

                        
                        

                     
                     
                     
                     	
                        
                        
                        Preventive counseling: A proactive counseling approach focused on
                              educating and guiding individuals to avoid future problems rather than just addressing
                              existing issues; a combination of both the remedial and productive counseling
                              approaches.
                           

                        
                        
                        
                        
                           Example

                           
                              
                              
                              
                              Meet Veronica. Veronica is living within her means,
                                 paying off her mortgage, and contributing to her retirement accounts,
                                 but she is concerned that she does not have enough money to weather a
                                 significant stretch of unemployment. Preventive counseling is suitable
                                 for her because she is currently stable and not experiencing problems
                                 but wants to prevent the potential problem of not being able to weather
                                 a long stretch without income. You could help her project how much she
                                 will need to cover her expenses for six months or a year, then identify
                                 strategies so that she can act now to prevent having a problem if she
                                 loses her job.

                              
                              

                        
                        

                     
                     
                     
                     	
                        
                        
                        Productive counseling: 
                           A counseling approach that helps financially
                              stable clients identify actionable steps to use their resources in the most productive
                              way.

                        

                     
                     
                     
                     	
                        
                        
                        
                           Example

                           
                              
                              
                              
                              Meet Robin and Elena. Robin and Elena are living
                                 within their means and have recently begun focusing on their retirement
                                 savings. They feel good about where they are financially but think they
                                 could do better and save even more each month. Productive counseling is
                                 appropriate for Robin and Elena because they would like to improve their
                                 situation despite having financial stability and not experiencing a
                                 financial problem. You could help them evaluate options for cutting
                                 expenses and increasing income. They would then have more money to add
                                 to their retirement account.

                              
                              

                        
                        

                     
                     

                  
                  
                  
                  All three types of counseling follow a similar process of first
                     identifying where the person is now compared to where they want to be, then
                     determining their needs and the appropriate type of counseling, setting goals,
                     identifying strategies, developing plans, and acting. Your role is to help
                     facilitate this progression. 

                  
                  
                  
                  Remedial counseling sessions tend to involve those with an urgent matter that the
                     client needs to resolve, such as creditors contacting the client regularly for
                     delinquent debts. An example of preventive counseling sessions is a client who has
                     a
                     reduction in income related to a change in employment and needs to keep a positive
                     cash flow. Another example is to help clients pay for their
                        children’s college education without it being a significant hardship. An
                     example of productive counseling is to get mortgage counseling before buying a home
                     or deciding when to refinance.

                  
                  
                  
                  Is there a clear demarcation between each of these categories? Some
                     examples might be clear, but many client situations could be put in more than one
                     category. In some cases, a client may be experiencing pressure from multiple
                     sources. They may have creditors calling at all hours, be late on car or mortgage
                     payments, and have medical debt. The financial counselor can play a key role in
                     ensuring that the client knows their rights and how to prioritize payments in ways
                     that will benefit the client. A client’s needs may also progress from crisis mode
                     to
                     preventive or productive modes as a consequence of effective counseling and a client
                     deciding to be proactive.

                  
                  
                  
                  Financial counselors work in many different capacities, and some will
                     have more diversity in their range of client situations than others. For example,
                     some counselors focus solely on supporting and educating divorcing individuals, many
                     of whom may not be in a typical remedial situation.

                  
                  
                  
                  
                     Example

                     
                        
                        
                        
                        Alex is in the Army and is married with a child. Alex is new
                           to both parenthood and the workforce but makes sufficient income to support
                           himself and his family. Alex does not need to resolve a crisis right now, but
                           very much needs preventive counseling: financial education both on how to make
                           the most of his income and how to navigate compensation elements that are
                           particular to the military. He may also need to know what traps to avoid, such
                           as high-interest credit cards or short-term loans.

                        
                        

                  
                  
                  
                  The process for all of these types of counseling is very similar:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        All types: Develop a trusting, positive relationship.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Remedial step: Clarify the nature of the crisis and break the problem down
                           into management elements, starting with the ones that are within the
                           client’s control and that counseling can help. Provide referrals as
                           needed.

                        
                        

                     
                     
                     
                     	
                        
                        
                        All types: Help clients understand and clarify their goals and objectives.
                           Ensure goals are SMART. Remedial: Goal setting may be somewhat more
                           directive. Preventive and productive: Goals are driven by the client or are
                           collaborative.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Preventive step: Identify and assess risk of events that could hinder the
                           achievement of goals and objectives.

                        
                        

                     
                     
                     
                     	
                        
                        
                        All types: Collaborate to develop an action plan. Ensure the plan is one the
                           client is likely to work towards and minimizes unintended consequences.
                           Preventive and productive: Tailor the action plan to ensure it can optimize
                           benefits and give clients time to adjust to the new normal.

                        
                        

                     
                     
                     
                     	
                        
                        
                        All types: Monitor the plan against actual results and adjust after
                           considering what is and is not working.

                        
                        

                     
                     

                  
                  
                  
                  For remedial counseling, the counselor needs to show empathy,
                     acceptance, planning, and follow-through. Despite the crisis, it is still necessary
                     to develop a positive relationship. The client needs to understand their present
                     financial condition and options for resolution. When considering remedial
                     counseling, a key consideration is whether the crisis could result in a loss (e.g.,
                     loss of home or car) or if the crisis is the result of a loss (divorce, death). A
                     crisis could also be both the result of a loss and result in a loss.

                  
                  
                  
                  For a crisis that may result in a loss, a counselor needs to help speed
                     up the client’s change process if the situation will worsen if nothing is done. This
                     course has so far highlighted the use of counseling skills to help effect lasting
                     change. Some counselors with a client in crisis who is not ready to change find it
                     useful to provide the client with a general education on the subject at hand. The
                     intent is to help normalize the situation to some degree so the client can feel
                     comfortable enough to get out of shock and start talking about it. The counselor may
                     need to repeat the key points of the education later since the client may not
                     actually remember things they are not ready to hear, but it may help jump-start the
                     discussion. Also, reviewing important things in multiple sessions helps clients
                     learn better as they need to recall the information, which gets their brains
                     working.

                  
                  
                  
                  For a crisis brought on by a loss, first determine if the loss has
                     resulted in an immediate crisis (i.e., it may also result in a loss) or if the
                     crisis is more ambiguous. An immediate crisis may be related to needing to replace
                     lost income. The counselor may also need to be more directive than usual. A more
                     ambiguous loss could be a loss of meaning when retiring or from children moving out
                     of the home. These losses are painful, but the crisis may be more internal. The
                     client may need faster interventions for the first case and more deliberate use of
                     counseling skills for the second.

                  
                  
                  
                  For preventive counseling, the goal is to prevent a crisis from
                     developing while minimizing the hardships that a client must undertake to prevent
                     the crisis. This involves a balance between preparing for necessary changes and
                     maintaining as much of the status quo as possible. An example is helping a client
                     with their educational savings goals for their young children.

                  
                  
                  
                  For productive counseling, the goal is to optimize the use of resources
                     and often is used to make sure future lifestyle goals can be met. This involves
                     maintaining a delicate balance of providing investment education but not advice. It
                     may involve preparing the client to get a referral to a financial planner and
                     knowing how that process works. An example is assisting a client with their
                     retirement goals when they have an established budget and adequate savings.

                  
                  

               
               

            
            
            
            
               
               
               Other Ways to Categorize Client Needs

               
               
               
               
                  
                  
                  A counseling approach can take many forms. It can range from simply being a good
                     listener, using primarily counseling skills, may involve a blended approach of
                     counseling skills and personal finance skills, or may focus mostly on personal
                     finance skills and tools such as budgets and personal finance teaching. The
                     counselor could also focus mostly on helping a client help themselves or take a more
                     directive approach. The counselor could suggest the client use various inventories
                     and other tools. A client could be prompted to consider things hypothetically or
                     actually live the experience, such as a pre-retirement person working to live on
                     their retirement budget for a period.

                  
                  

               
               

            
            

         
         
         
         
            
            
            Use Multi-Modal Counseling and Education Strategies

            
            
            
            
               
               
               Taking a multi-modal
                  approach to teaching and learning during financial counseling means that people
                  learn best when they are kept engaged and are active participants in their learning,
                  which requires switching things up to suit the learner’s current needs. Keeping
                  people engaged includes breaking up long educational sessions with breaks and
                  tailoring what, when, and how content is taught so each of the following is
                  true:

               
               
               
               
                  
                  
                  	
                     
                     
                     The information or experience is relevant to the client’s needs.

                     
                     

                  
                  
                  
                  	
                     
                     
                     The client believes the information or experience is relevant to them (they
                        have buy-in).

                     
                     

                  
                  
                  
                  	
                     
                     
                     The client believes they are capable of learning the information or gaining
                        the experience.

                     
                     

                  
                  

               
               
               
               Taking the time with the client to address the “what’s in it for me” part is
                  important work that should not be rushed. It involves knowing your
                     audience in terms of their personal perspectives and resources. However, just
                     because something is relevant to the client’s needs does not mean the client
                     will recognize or accept it. If a client is not ready to hear something, it is
                     better to revisit it later when they are ready. For belief in the ability to do
                     something, this may require a shift in mindset, as will be discussed shortly,
                     but it also means setting attainable goals. People often quit doing the hard
                     work necessary to progress on their goals when they decide they are incapable of
                     achieving them.

               
               
               
               The client needs to be an active participant in their own learning. For example, rather than being a passive learner, the client needs to be
                     encouraged to be productive. For example, a client can be prompted to put
                  explanations in their own words. Get the client to share stories or analogies that
                  connect to something they have just learned. This process satisfies important
                  requirements for a learning session: 

               
               
               
               
                  
                  
                  	
                     
                     
                     The client will learn and remember new information and ideas more
                        effectively.

                     
                     

                  
                  
                  
                  	
                     
                     
                     The counselor will have an idea of what the client learned, not just what the
                        client was told.

                     
                     

                  
                  

               
               
               
               What a counselor provides to a client through teaching and what the client actually
                  picks up are two different things. Observing them reiterate the learning in their
                  own words or put the lessons into practice is seeing that the client actually
                  learned something. The process has additional benefits:

               
               
               
               
                  
                  
                  	
                     
                     
                     The counselor may get more insight into the client’s background and manner of
                        thinking.

                     
                     

                  
                  
                  
                  	
                     
                     
                     The client may have a self-revelation that they already have some relevant
                        experience.

                     
                     

                  
                  
                  
                  	
                     
                     
                     The client will be prompted to make the associations themselves (i.e.,
                        connect the dots) rather than being handed the answers (this is called
                        inductive teaching), which is far more effective because the client
                        generated the answers themselves.

                     
                     

                  
                  

               
               
               
               Provide opportunities for clients to use what they have just learned in
                  real-time, for example, by explaining their understanding of a concept in their own
                  words or taking notes themselves. This is vital to effective teaching and learning.
                  If a client starts asking questions about something already covered, avoid telling
                  the client that this was already covered. It will make the client participate less,
                  not more.

               
               
               
               Multi-modal counseling and education strategies involve
                  helping clients develop a growth mindset while abandoning self-limiting thought
                  patterns, using active learning strategies, noticing a client’s cognitive load, and
                  using learning modes to suit the content, not the learner.

               
               

            
            
            
            
               
               
               Growth Mindset

               
               
               
               
                  
                  
                  A growth mindset is the
                     concept that everyone is able to grow and learn. The skills a
                        client has today do not predict the skills the client may develop in the future.
                        Furthermore, a growth mindset challenges the traditional learning concept that
                        frames people as unchangeable, for example, moving from, “I am not a math
                        person” (i.e., some inherent quality) to “I haven’t had a lot of practice doing
                        math yet” (just a gap in experience). Note the “yet” in this sentence. It is a
                        simple way to help people internalize a growth mindset. Rather than being a
                        self-diagnosis of a condition, it is a statement of fact about one’s past.
                     

                  
                  
                  
                  Applying a
                     growth mindset in this way is an example of cognitive reframing, which is defined as: A psychological technique that involves
                        identifying and changing thought patterns to view something from a different
                        perspective.

                  
                  
                  
                  Encouraging clients to adopt a growth mindset is a particularly effective way
                        for counseling clients to approach their goals because it invites and inspires
                        change. Rather than attaching unhelpful money personalities or habits to
                     who they are, a growth mindset makes people see change as possible. For example, if
                     a client says, “I just am not a person who saves money. I’m a spender through and
                     through,” encourage them to restate this to themselves instead as “I haven’t had
                     much practice saving yet.” It is still true, but implies no limits. From there, the
                     counselor can help the client attach money habits to goals: “Here are the ways that
                     I am going to start saving money.” In other words, what is the client’s learning
                     goal, and what effort will they make to achieve the goal? Goals and effort are the
                     things the client can control. As Henry Ford said, “Whether you
                        think you can or think you can’t, you’re right.” The mindset matters.

                  
                  
                  
                  That said, belief
                     in the ability to grow needs to be directed toward attainable goals.

                  
                  
                  
                  
                     Example

                     
                        
                        
                        A growth mindset can even be applied to how clients think of certain financial
                           concepts. For example, in Black Financial Culture, author Michael G.
                           Thomas Jr. says he and his partner call their emergency fund their “Get To” fund
                           because by being prepared for the worst, they get to do things like take
                           vacations. He says, “Instead of focusing on the endless list of why we can’t
                           let’s change the narrative to consider what might be possible, regardless of how
                           small that course of action might be.”

                        
                        

                  
                  

               
               

            
            
            
            
               
               
               Active Learning Strategies

               
               
               
               
                  
                  
                  Active learning strategies include retrieval practice, spacing, and interleaving.

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        
                           
                              Retrieval practice:
                              
                           Retrieval
                              practice is the need to step away from learning to create the
                              opportunity to actively remember it later. After learning a new term or
                              concept, it can be helpful to allow the client to “forget” it for a
                              time. A change in focus or slight break from the discussion of a new
                              concept gives an opportunity for clients to forget that information.
                              Later, when revisiting the concept, the client’s effort to go back and
                              remember or “retrieve” the information is the active learning. Every
                              time this occurs, retention and learning are enhanced. This is
                              contradictory to the beliefs many of us have of what it means to “study
                              hard,” evoking someone cramming for a test the night before. In this
                              case, there is no opportunity to remember the material because there is
                              no chance to forget. There is no remembering without forgetting. The
                              best way to know a client will remember something is by assisting them
                              in practicing the act of remembering.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Spacing:
                              
                           Spacing is the importance of having some space between
                                 learning and retrieval of information. Counselors who
                              understand the importance of retrieval will see the value in revisiting
                              a topic after allowing for some space, whether during a session in which
                              they shift focus regularly or between sessions. Rather
                                 than covering an idea once and checking it off the list, it can be
                                 helpful to remember to come back to it again in different
                                 capacities. Space between these learning moments allows for
                                 forgetting. It also helps keep people interested, including the
                                 counselor.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Interleaving:
                              
                            Interleaving
                              is switching between smaller chunks of content or focus areas during
                              learning sessions rather than sticking with one subject for long
                              periods. Research shows that interleaving helps with
                                 active learning. Switch it up to provide variety. For example, a
                                 discussion of how to budget for part of a session might be paired
                                 with a discussion of how to select a good investment professional.
                                 Revisiting and recalling key points from each subject at the end of
                              the session or a later session means that both subjects have a chance to
                              be retrieved. The learning will be more effective for each subject. Switching may feel like it takes effort, and it does,
                                 but the effort is what creates active learning. This also
                              brings in the concepts of primacy and recency effects.
                           

                        
                        

                     
                     

                  
                  
                  
                  Primacy (the first thing heard) and recency (the last thing heard) are often the
                     things that are most easily recalled. These effects are reinforced when the
                     counselor deliberately provides or asks the client to provide important focus points
                     when revisiting key ideas. Ensuring that the most important takeaways from a session
                     are not just restricted to the middle of the session gives the client the best
                     chance to remember these key points. What they do with this information is still up
                     to them.

                  
                  
                  
                  Retrieval practice, spacing, and interleaving also create an
                     opportunity to review the basic parts of a concept and then teach the more advanced
                     parts later. Clients can only learn the advanced parts after internalizing the more
                     basic ones. While a teacher may teach the basic and advanced parts of a concept
                     together, the advanced parts are less likely to get absorbed the first time because
                     the learner is still working on internalizing the basics. The student is not ready
                     to hear the advanced parts. When using strategies like spacing or interleaving to
                     revisit the concept, the learner will work to remember the basic parts and,
                     consequently, be more receptive to learning the more advanced ones. Keep in mind the
                     more advanced parts will also need a chance to be recalled at a later time.

                  
                  

               
               

            
            
            
            
               
               
               Notice Cognitive Load

               
               
               
               
                  
                  
                  Noticing cognitive load
                     means recognizing when a client has reached a limit and matching demands on them to
                     their current limits. Cognitive load is the amount of mental energy, focus, and/or
                     attention something requires. For example, an experienced driver may be able to
                     merge onto a freeway with little effort while having a hands-free phone call. The
                     same activity for a new driver can be a sizeable cognitive load, as they must
                     remember to check their mirrors, regulate their speed, turn on their blinker, etc.
                     It requires more effort because it is new. The student driver does
                        not have the automatic responses developed only by experience. Understanding how
                        demanding one is being on a client’s cognitive load requires an appreciation of
                        the client’s previous experiences and knowledge.

                  
                  
                  
                  Financial counselors need to know their audience. Defining the word “credit” once
                     as
                     a quick clarification at the beginning of a discussion and then using it several
                     more times during the session may work fine for a client who already understands the
                     word. For a client who is new to the idea, however, it can be helpful for the
                     counselor to be aware of how many new terms they are putting out there at once. While the client understands and remembers the definition of a new
                        term, more work and effort is needed to retrieve and process a newer term each
                        time it comes up than would be the case for someone just recalling these terms
                        and definitions from previous knowledge.

                  
                  
                  
                  A counselor who does not consider the cognitive load demands they are
                     making on a client may unwittingly create a situation where the client feels
                     overwhelmed or like they are drinking from a fire hose. The new information can turn
                     into a jumble of alphabet soup. In the opposite extreme, if the counselor is taking
                     the time to slow down, revisit, and carefully illustrate terms or concepts that the
                     client clearly already knows, the client may feel that they are being treated like
                     a
                     child who is being spoon-fed. In this case, the cognitive load is too low to be
                     challenging or interesting.

                  
                  
                  
                  Cognitive load is also affected by other stressors, such as being
                     hungry, angry, lonely, tired, depressed, or anxious. Learning is not a linear
                     process, and people are not machines. A client will often learn more in a few
                     focused minutes when they are ready to focus than by spending hours trying to learn
                     while less focused.

                  
                  

               
               

            
            
            
            
               
               
               Visual, Auditory, and Kinesthetic Modes

               
               
               
               
                  
                  
                  While the primary focus of
                     considering visual, auditory, and kinesthetic modes used to be about how people
                     developed preferential ways of learning, current thinking in this area has shifted.
                     Trying to find someone’s best learning mode has not been shown
                        to promote effective learning. A person “identified” as one type of learner
                     may despair to use other modes, which could actually harm learning.

                  
                  
                  
                  It can facilitate learning to find the best way to present the given type of
                     information based on the nature of the information itself. Use multiple modes in a
                     given educational session—use as many modes as possible. This can
                        help keep people’s interest from flagging and increase the chance that a given
                        learning concept will be internalized. It also allows for repetition
                     without it feeling repetitive. Here is information on these types:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        
                           
                              Visual:
                              
                           Some
                              information is best presented visually in a graph, a flowchart, or by
                              watching a video or interactive animation. For example, it may be easier
                              to show a client the time value of money concept using a website that
                              graphs out potential long-term returns from a safe rate of return versus
                              a higher rate of return side-by-side. In another
                                 example, during an interview, a counselor could draw a picture to
                                 help reflect what the counselor believes the client is saying. The
                                 goal is not great art but eliciting feedback.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Auditory:
                              
                           Auditory
                              involves hearing and includes conversations, interviewing, listening,
                              and reading (other senses are also involved in reading). Forming a
                              positive relationship with a client and explaining many financial
                              concepts will best occur through question and answer during client
                              sessions. Handouts and pamphlets may help. Some
                                 clients will have literacy and/or language gaps to
                                 consider.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Kinesthetic:
                              
                           Kinesthetic
                              is hands-on learning. This could be part of an action plan or
                              experiment, such as trying to live within a given budget for a month or
                              using cash instead of a credit card for a week. Kinesthetic learning can
                              be used in a session, too, such as by assisting the client to build a
                              budget themselves during a session. Let the client do the writing or
                              typing. Allow trial and error to occur rather than being too directive.
                              The client is learning to change themselves in
                                 this way rather than just being passive. This will feel less
                                 efficient since there will be mistakes and restarts, but it makes
                                 the learning stick far better because it generates curiosity.
                                 Trade efficiency for effectiveness. 
                           

                        
                        

                     
                     

                  
                  
                  
                  Exhibit 2-5 and Exhibit 2-6 show examples of how a
                     picture can reinforce a financial concept. In addition to discussing interest on
                     debt or interest from an investment using financial examples, perhaps the counselor
                     can also add a visual to aid understanding.

                  
                  
                  
                  In the first example, a giant snowball is rolling down a hill. The
                     principal on the debt is the original snowball, while the interest on the debt is
                     making that snowball much larger and more menacing.

                  
                  
                  
                  
                     Exhibit 2-5: Using a Visual Representation to Show Impact of Interest on Debt (A Snowball
                        Growing as it Goes Downhill)
                     
                     [image: A giant snowball is rolling down a hill. The principal on the debt is the original snowball, while the interest on the debt, the snow the snowball is picking up as it rolls, is making that snowball much larger and more menacing.]
                     
                     
                     
                        Source: Based on image in “Keys to Effective Teaching/Learning: Financial
                           Counselors as Teachers and Learners,” AFCPE training course. See
                           bibliography.
                        

                     
                     
                  
                  
                  
                  In the second example, the counselor is working to show how a client can get interest
                     from an investment they are making. If they make an investment,
                        the principal invested is like a chicken. If the chicken lays eggs and these
                        eggs are eaten, this is like getting simple interest that one takes out and
                        spends as it is earned. If the chicken lays eggs and they become chicks and
                        eventually chickens, this is like compound interest that is added to the
                        principle, increasing the investment over time.

                  
                  
                  
                  
                     Exhibit 2-6: Illustrating Simple and Compound Interest from an Investment (Principal
                        as a Chicken and Interest as Eggs or More Chickens)
                     
                     [image: The image shows a chicken labeled “Principal” laying an egg. The egg leads to two paths: one goes to a fried egg labeled “Simple Interest,” showing a one-time benefit. The other path shows the egg hatching into a chick, and that chick growing into more chicks, labeled “Compound Interest,” showing how interest can grow over time.]
                     
                  
                  
                  
                  Are these popular modes the only modes? What about visualization,
                     meaning imagining? Visualization is a powerful tool for helping clients to consider
                     alternatives in a way that is an internal emotional experience. A miracle question
                     is an example of a visualization that asks clients to imagine a different future or
                     different possibilities, such as imagining one’s lifestyle and daily routine in
                     retirement given a certain amount of retirement savings or, for shorter-term goals,
                     asking for a raise and practicing responses to hypothetical conversation points. It
                     can help not only with discovering authentic goals but also with what might block
                     goals. For example, a counselor could ask a client to visualize the things that
                     could occur that cost more than the client earns in a month (e.g., car breakdown,
                     medical emergency), plus the burden an unprepared client might need to place on
                     family. This could help them visualize how secure they would feel if they had
                     emergency savings or insurance.

                  
                  
                  
                  Bringing this all together,
                     a counselor considers cognitive load and uses active learning strategies such as
                     spacing and interleaving to relieve pressures on clients as they learn. For example,
                     when logic and calculating ratios are not helping a given client because they have
                     a
                     high cognitive load in this area, rather than accepting the client’s statement that
                     they are not a math person, the counselor uses reflection to help the client reframe
                     what they said as they have not had much experience doing ratios yet, but perhaps
                     revisiting it later or in some other way would help. They then use interleaving to
                     switch to a different subject or perhaps a different type of brain work, such as
                     visualization (imagining). In another example, if a client looks at a pie chart and
                     says it is confusing, perhaps the counselor uses another type of chart or a
                     different mode. The counselor sets outcome goals in the format of “the client was
                     able to...” to ensure that the assessment is of actual client learning rather than
                     counselor teaching.

                  
                  

               
               

            
            

         
         
   
      
         
         
         
         Assist Client Through the Counseling Process 

         
         
         
         
            
            
            
               This area sums up what a financial counselor can and cannot do,
                  then addresses how to build and maintain a referral network, including the
                  consideration of risks related to providing referrals. The effectiveness of the
                  financial counselor and the financial counseling process are also addressed,
                  first from the perspective of checking in with a client periodically to see if
                  the process and the counselor-client dynamic are working for the client and also
                  from the perspective of a practice’s counselor performance reviews or a
                  counselor’s self-evaluations.
               This area addresses
                  referrals. Evaluating and improving counseling are also covered.
               

            
            

         
         
         
         
         
            
            
            Types of Assistance Counselor Can Provide 

            
            
            
            
               
               
               Financial
                  counselors can help clients by providing interviewing and education about personal
                  finance to help clients set goals and make action plans. They can also provide group
                  counseling sessions on general personal finance topics. 

               
               
               
               Counselors can help clients in the various ways discussed throughout
                  this course, such as preparing personal financial statements, calculating ratios,
                  or
                  learning about public resources and their requirements. For areas such as taxes,
                  insurance, investments, and retirement/estate planning, counselors can provide
                  education and go over the risks of various options but need to tread a careful line
                  in these cases since it is very easy to start providing advice. Even discussing the
                  pros and cons of a given investment rather than just the risks may be going too
                  far.

               
               
               
               Financial counselors can provide clients with exposure to various
                  websites (government websites, such as the Federal Student Aid website, are
                  preferable to private sites when they exist) or discuss using financial apps,
                  depending on the client’s comfort level and ease of access. The financial counselor
                  needs to research what a given site or app can and cannot do before providing such
                  options. Counseling on the risks can also be included, such as how it may be hard
                  to
                  know what the site or app is doing with the client’s information or the risk of
                  identity theft through a data breach of the site or app. Financial counselors cannot
                  help clients directly sign up for or sign in to such apps because they should not
                  know the client’s passwords or bank accounts.

               
               
               
               Financial counselors can assist clients with the emotional or
                  behavioral side of finance by helping them progress in their change journey and
                  helping them make their own decisions through subtle prompting at the right time for
                  the client. Helping clients with the emotional and behavioral side of finance does
                  not extend to providing a psychological diagnosis or providing therapy to persons
                  with diagnosable conditions. The financial counselor can help a client who asks for
                  therapy or presents many symptoms of things such as compulsive gambling or shopping
                  by providing a referral. Similarly, clinical anxiety, depression, or marital
                  conflicts are outside of financial counseling ethical boundaries. Having said this,
                  if a client is already getting help for such conditions or is in a maintenance or
                  termination (termination means the client is no longer as tempted to revert) change
                  management phase related to such conditions, then financial counseling on in-scope
                  subjects could be appropriate, but it is a judgment call.

               
               
               
               Financial counselors can help prepare clients to start working with other types of
                  financial experts or advisers and then provide referrals to them. They do this when
                  a client needs any out-of-scope services such as advising on or helping with legal
                  filings (e.g., wills, power of attorney, child custody, citizenship, etc.),
                  financial planning such as incorporating financial investment products into an
                  action plan, tax preparation or IRS disputes, substance abuse, or career
                  identification or job search/application. Do not probe into
                     domestic violence. Avoid all behavioral finance work in such cases. Financial
                     counselors are not equipped to do the work of social workers, therapists, law
                     enforcement, or others who directly address domestic violence, but they should
                     be aware of the possibility of domestic violence. They should be prepared to
                     provide resources and referrals when appropriate.

               
               

            
            

         
         
         
         
            
            
            Maintain a Referral Network and Offer Referrals

            
            
            
            
               
               
               A financial counselor should be prepared to make referrals. An AFC is not required
                  to
                  make referrals but is required to terminate a counseling relationship in some
                  circumstances.

               
               
               
               
                  
                  
                     Standard of Practice 8, Inability to Assist
                        Clients:
                     

                  
                  Counselors must avoid entering or immediately terminate a
                     counseling relationship if it is determined that they are unable to be of
                     professional assistance to a client. The counselor may assist in making an
                     appropriate referral for the client.

                  

               
               
               
               The financial counselor can choose to make a referral for a variety of reasons.

               
               
               
               
                  
                  
                  	
                     
                     
                     
                        
                           Scope limitation:
                           
                        Scope
                           limitations occur because financial counselors cannot advise on certain
                           subjects, provide therapy, diagnose, etc. On the intake form or during
                           interviewing, the counselor may identify a referral need, such as if the
                           client is in an advanced stage of home foreclosure (lawyer referral) or
                           needs a job (job services referral).
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        
                           No progress:
                           
                        See Standard
                           of Practice 8 as listed above.
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        
                           Personality conflict:
                           
                        A financial
                           counselor is not able to establish a positive working relationship with
                           a client.
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        
                           Counselor impairment:
                           
                        See Standard
                           of Practice 19 as listed below.
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        
                           Conflict of interest:
                           
                        A conflict of
                           interest can exist due to a personal relationship with a potential
                           client, such as a family member or friend. In another example, two
                           divorcing clients should not see the same financial counselor (the
                           financial counselor could still see one client or the other).
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        
                           Public benefit program:
                           
                        The need is
                           for access to one or more public benefit programs.
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        
                           Client request:
                           
                        The client is
                           asking for a referral.
                        

                     
                     

                  
                  

               
               
               
               
                  
                  
                     Standard of Practice 19, Impairment of
                        Professionals:
                     

                  
                  Counselors must refrain from offering professional
                     services when their personal problems or conflicts may cause harm to a client or
                     others.

                  

               
               
               
               A referral network can have many types of referrals:

               
               
               
               
                  
                  
                  	
                     
                     
                     Financial experts, including tax preparers, mortgage counselors, or certified
                        financial planners

                     
                     

                  
                  
                  
                  	
                     
                     
                     Licensed therapists, such as financial therapists or couple’s therapy

                     
                     

                  
                  
                  
                  	
                     
                     
                     Lawyers by subtype

                     
                     

                  
                  
                  
                  	
                     
                     
                     Social workers or substance abuse professionals

                     
                     

                  
                  
                  
                  	
                     
                     
                     Public services or charities (e.g., food banks, services for disabled
                        persons, financial public assistance, Medicaid, etc.)

                     
                     

                  
                  

               
               
               
               In turn, a client may already be a client of any of these types of professionals or
                  organizations, and someone at one of these organizations could provide a referral
                  to
                  the financial counselor’s practice. This referral could be part of a mandated court
                  order, in which case, the counselor will need to provide the client or the court
                  with evidence that the session(s) occurred and whether the client participated in
                  a
                  satisfactory manner while not breaking confidentiality, as already discussed.

               
               
               
               Any client information shared with an external party must adhere to the client
                  confidentiality agreement and related release forms that spell out the nature of
                  allowed communications and name the referral source. Only that specific source can
                  be a party to the communications. The client will be required to understand, agree
                  to, and sign the release of information form before any information can be shared.
                  The counselor and other party may need to work together to offer a continuum of care
                  (coordinated care to maximize holistic client benefit) while strictly adhering to
                  client confidentiality agreements.

               
               

            
            
            
            
               
               
               Create or Join a Referral Network

               
               
               
               
                  
                  
                  Creating or joining an existing referral network can take two basic forms: internal
                     referrals and external referrals. 

                  
                  
                  
                  Internal referrals are for when the counseling practice or its parent organization,
                     such as a hospital, offers multiple services or the counselor works for a government
                     agency that offers multiple services. It can also occur within a financial
                     counseling practice when a different financial counselor could be a better fit.
                     Internal referrals use a ready-made referral network that is convenient in terms of
                     scheduling, access, and cost. Referrals will need to conform to all internal
                     protocols for internal referrals, such as filling out an official internal referral
                     form and associated confidentiality forms. The counselor may act as a liaison
                     between the departments. The internal referral department or person also needs to
                     know how to refer the client back to financial counseling when the client is ready
                     if the processes are sequential.

                  
                  
                  
                  External referral networks take effort to establish unless the counselor’s practice
                     already has a network that the counselor can leverage. The practice may have
                     required training and protocols for external referrals that the counselor must abide
                     by. For each referral source, the practice or the counselor, if independent, will
                     need to establish a memorandum of understanding (MOU) setting referral expectations
                     between the two parties and some due diligence, including:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        That the referral source’s mission, vision, and values are consistent with
                           client base needs.

                        
                        

                     
                     
                     
                     	
                        
                        
                        The services and programs that are available and related client
                           requirements.

                        
                        

                     
                     
                     
                     	
                        
                        
                        That the practice/agency and/or individual credentials and licensing are in
                           order and are specific to the referral need in question (not just general
                           claims of qualifications or training).

                        
                        

                     
                     
                     
                     	
                        
                        
                        The contact person, website, intake process, and care follow-up process.

                        
                        

                     
                     

                  
                  
                  
                  For example, say a financial counselor in private practice wants to establish a
                     relationship with a financial therapist. The financial counselor first needs to
                     understand what a financial therapist does and how this could benefit clients. Then,
                     the counselor needs to contact one or more financial therapists in the area,
                     research their credentials, establish a rapport with one or more of them, and
                     eventually create an MOU and other formalities.

                  
                  
                  
                  A referral network can get quite large, so it may become necessary to have an online
                     directory or printed resource guide with contact information on it (phone, website),
                     along with cost (at a high level if available), eligibility requirements, and
                     location(s).

                  
                  

               
               

            
            
            
            
               
               
               Educate Client About Network Resources

               
               
               
               
                  
                  
                  When educating a client about network resources, first determine the client’s comfort
                     with receiving referrals for the given subject area. Then, the counselor will need
                     to know a good way to make such referrals without scaring off the client, such as,
                     “The past traumas you have been describing are outside my training and licensing,
                     but I do know a financial therapist who could help, if you are willing.” If a client
                     seems interested, then the counselor can review what benefits the client may
                     receive, the likely costs of such services, and any requirements that would be
                     needed, such as income levels required to access a public benefit.

                  
                  
                  
                  Financial counselors are often a client’s first stop prior to getting a referral to
                     some services, such as a financial planner. Financial counselors can fill this role
                     because they are more approachable. Since (other than a fee) they are not asking for
                     a client’s money to invest, the relationship is much lower risk than establishing
                     a
                     relationship with a financial planner or some other referral types. The financial
                     counselor’s educational role can be to teach the client what sorts of questions to
                     ask of potential representatives and the types of representatives that are best
                     avoided (e.g., a financial planner who will not disclose how they are paid).

                  
                  
                  
                  After a client has accessed internal or external network resources, it is important
                     to get feedback on how the client was treated at the referral source (e.g.,
                     efficient, hard to get seen, etc.) and whether or not the resource was an effective
                     form of assistance (addressed actual need). When asking for such feedback, be sure
                     to caution the client not to reveal information that should be confidential between
                     the referral resource and the client.

                  
                  

               
               

            
            
            
            
               
               
               Manage Networks and Related Risks

               
               
               
               
                  
                  
                  A referral network needs to be regularly maintained. The practice or agency will need
                     to periodically validate that the practice or organization is still in existence,
                     is
                     still properly accredited/licensed/certified, and is able to add new clients. Also,
                     when there are multiple options for a given service, the network should be large
                     enough to enable clients to have some choices to choose from. Financial counseling
                     practices also need to avoid any conflicts of interest within their referral
                     networks. Financial gain from making a referral should not be expected. The practice
                     and the individual financial counselor also need to maintain appropriate
                     professional liability insurance.

                  
                  

               
               

            
            

         
         
         
         
            
            
            Assess Ongoing Effectiveness of Counseling for Client

            
            
            
            
               
               
               Assessing the ongoing effectiveness for a client can take the form of formative evaluations and summative evaluations:

               
               
               
               
                  
                  Formative evaluations: Ongoing feedback on financial counseling that
                        is used to correct course as the process is proceeding.

                  

               
               
               
               
                  
                  
                     Summative evaluations: 
                     Assessments conducted at the end of an
                        instructional period to measure the extent to which students have achieved the intended
                        learning outcomes.
                     

                  

               
               
               
               In a formative evaluation, feedback can come directly from the client without prompting
                  or
                  because the counselor asks for it. Formative evaluations include periodic check-ins
                  with clients. Ongoing feedback could also be from the counselor’s supervisor.

               
               
               
               A summative evaluation looks at the counseling process as a whole and/or the
                  counselor’s individual effectiveness with a given client or with clients in general.
                  A summative evaluation may leverage information from multiple formative evaluations
                  or be a separate process. This process can be used to assess the counselor-client
                  dynamic at or near the end of counseling. It can also function as a form of
                  performance review for the practice as a whole or for an individual counselor. Summative evaluations for the practice could result in changes in
                     how or what services the practice provides, how referrals are made, what forms
                     or surveys are used, and so on. Summative evaluations for an individual
                     financial counselor can result in suggestions for improvement, commendations, or
                     other employment actions.

               
               
               
               It is
                  important that both types of evaluations use data to the extent possible while
                  noting that qualitative feedback can have just as much impact as quantitative
                  feedback. A systematic process should also be used to ensure the process is as
                  objective as possible, meaning it has validity (it measures what it is designed to
                  measure) and reliability (the process is consistently applied). To this end,
                  counselors need to collect and record data for many types of evaluations. This
                  requires having a data collection process, a record use policy, and a record
                  retention policy. Data used for these purposes needs to preserve client
                  confidentiality, and clients should be able to opt out to maintain their privacy.
                  Summative data might use client data that has been made anonymous, meaning it is
                  impossible to tell which client a given set of data refers to.

               
               

            
            
            
            
               
               
               Periodic Check-Ins

               
               
               
               
                  
                  
                  Periodic check-ins between the counselor and client should occur on a regular basis.
                     These can be as simple as asking a few questions and listening, or they could
                     involve the client filling out some worksheets or surveys. These check-ins can cover
                     the process:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        The positive relationship (respect, acceptance, cultural responsiveness,
                           etc.)

                        
                        

                     
                     
                     
                     	
                        
                        
                        Level of self-directedness versus being directed or advised

                        
                        

                     
                     
                     
                     	
                        
                        
                        The counselor’s approach to interviewing, use of financial tools, educating,
                           and so on

                        
                        

                     
                     
                     
                     	
                        
                        
                        If financial subjects are addressed at the right level for the client’s
                           understanding (more or less complex)

                        
                        

                     
                     
                     
                     	
                        
                        
                        If the goal-setting and action-planning processes are effective for the
                           client

                        
                        

                     
                     
                     
                     	
                        
                        
                        If progress monitoring processes are helping the client feel motivated or if
                           they are hindering motivation

                        
                        

                     
                     

                  
                  
                  
                  Check-ins can also cover outcomes, such as whether the client feels their desired
                     outcomes are progressing as planned or if they feel behind, on target, or are doing
                     better than expected with goals. If a course correction is needed, the counselor can
                     help the client refine their goals to be more realistic or help the client find more
                     effective methods of taking action. These check-ins can also be used to determine
                     whether additional counseling is needed. If the client is now able to achieve their
                     desired outcomes on their own, the client can decide to either terminate or set new
                     goals. If there is no progress for several sessions, this could also be a reason to
                     terminate.

                  
                  

               
               

            
            
            
            
               
               
               Assess Effectiveness of Counselor-Client Dynamic

               
               
               
               
                  
                  
                  Summative evaluations can be used to assess the effectiveness of the counselor-client
                     dynamic as a whole. Often, this takes the form of one or more surveys provided to
                     the client, or it sums up a series of check-in surveys. They can have questions
                     related to the counseling process and/or the counseling outcomes. Exhibit 2-7 provides an
                     example of a process survey. An actual survey would likely have more questions than
                     are shown.

                  
                  
                  
                  
                     Exhibit 2-7: Process Survey for Clients
                     
                     
                     
                     
                        
                        
                        
                        
                           
                           
                              
                              
                                 
                                 
                                 
                                 
                                 
                              
                              
                                 
                                 
                                    
                                    	
                                       
                                       
                                       Help us improve our services. For each of the following
                                          questions, please provide a rating of:

                                       
                                       
                                       
                                       1: not applicable, 2: never, 3: rarely, 4: often, or 5:
                                          all of the time

                                       
                                       
                                    

                                 
                              
                              
                              
                                 
                                 
                                    
                                    	
                                       
                                       
                                       The counselor treated me with respect.

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       1 2 3 4 5

                                       
                                       
                                    

                                 
                                 
                                 
                                    
                                    	
                                       
                                       
                                       I felt accepted regardless of my financial choices or
                                          progress.

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       1 2 3 4 5

                                       
                                       
                                    

                                 
                                 
                                 
                                    
                                    	
                                       
                                       
                                       The counselor told me what to do instead of helping me
                                          make my own decisions.

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       1 2 3 4 5

                                       
                                       
                                    

                                 
                                 
                                 
                                    
                                    	
                                       
                                       
                                       The counselor understood my situation.

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       1 2 3 4 5

                                       
                                       
                                    

                                 
                                 
                                 
                                    
                                    	
                                       
                                       
                                       I felt that the counselor understood my feelings about my
                                          situation.

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       1 2 3 4 5

                                       
                                       
                                    

                                 
                                 
                                 
                                    
                                    	
                                       
                                       
                                       The counselor helped me with a lot of great
                                          suggestions.

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       1 2 3 4 5

                                       
                                       
                                    

                                 
                              

                           

                        
                        
                        
                        
                           Source: Inspired by Pulvino and Pulvino, Financial Counseling: A
                                 Strategic Approach
                           

                        
                        

                     
                  
                  
                  
                  Exhibit 2-8 provides an
                     example of a goal chart with outcome categories related to failure (worst case) and
                     what success might look like (expected case). Clients could fill this out after they
                     set their goals, and at the end of the time period they set for their goals, the
                     counselor could ask the client to circle the outcome they felt they had achieved.
                     Note that if the client sets longer-term goals, this chart might be used to
                     determine progress toward those goals over a time period that could be covered by
                     the counseling arrangement. In this example, all of the goals are set for a time
                     period of three months.

                  
                  
                  
                  
                     Exhibit 2-8: Outcome Chart for Clients
                     
                     
                     
                     
                        
                        
                        
                        
                           
                           
                              
                              
                                 
                                 
                                 
                                 
                                 
                                 
                                 
                              
                              
                                 
                                 
                                    
                                    	
                                       
                                       
                                       My 3-month goals

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       I will feel like I didn’t meet this goal if...

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       My definition of successfully completing my goal
                                          is...

                                       
                                       
                                    

                                 
                              
                              
                              
                                 
                                 
                                    
                                    	
                                       
                                       
                                       Build one more month of emergency savings

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       Spent some of my current emergency savings

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       One more month of emergency savings

                                       
                                       
                                    

                                 
                                 
                                 
                                    
                                    	
                                       
                                       
                                       Pay off one credit card

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       I have extra credit card debt

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       My highest interest card is paid off

                                       
                                       
                                    

                                 
                                 
                                 
                                    
                                    	
                                       
                                       
                                       Pay all of my debts on time

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       Had two or more late payments

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       Had no late payments

                                       
                                       
                                    

                                 
                                 
                                 
                                    
                                    	
                                       
                                       
                                       Pay one and a quarter more than the minimum

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       I am paying the minimum

                                       
                                       
                                    
                                    
                                    	
                                       
                                       
                                       I am paying one and a quarter more than the minimum

                                       
                                       
                                    

                                 
                              

                           

                        
                        

                     
                  
                  

               
               

            
            
            
            
               
               
               Validate Counselor Effectiveness

               
               
               
               
                  
                  
                  Counselor effectiveness might be assessed using process effectiveness or client
                     outcomes. The counseling practice will determine if one or both methods are used.
                     Data collection methods on counselor effectiveness can take the form of surveys,
                     behavioral records, self-analysis and reporting, and more.

                  
                  
                  
                  Validating counselor effectiveness by examining processes can involve evaluating the
                     use of the right counseling skills and personal finance skills at the right times,
                     and so on. Which processes or techniques had the most benefit to clients in general?
                     

                  
                  
                  
                  Assessments of client outcomes work to collect data on whether clients met their
                     goals by goal category, such as lower loan delinquency levels, lower credit card
                     balances, and so on. However, many client outcomes will be far less objectively
                     observable, such as when a client enters a new phase of change readiness. Outcomes
                     are, therefore, somewhat subjective. Also, some clients will fail to achieve
                     outcomes even with amazing counseling that uses all the right counseling and
                     personal finance skills at the right times.

                  
                  

               
               

            
            

         
         
   
      
         
         
         
         Assist the Client in Creating an Action Plan

         
         
         
         
            
            
            Upon completing this competency area, learners should be able to:

            
            
            
            
               
               
               	
                  
                  
                  Assist a client in establishing goals

                  
                  

               
               
               
               	
                  
                  
                  Confirm the client’s goals are under their control

                  
                  

               
               
               
               	
                  
                  
                  Assist a client to prioritize their goal(s)

                  
                  

               
               
               
               	
                  
                  
                  Assist a client to develop S.M.A.R.T. goals

                  
                  

               
               
               
               	
                  
                  
                  Assist a client to identify strategies to attain goals

                  
                  

               
               
               
               	
                  
                  
                  Brainstorm possible strategies with a client

                  
                  

               
               
               
               	
                  
                  
                  Evaluate possible strategies with a client incorporating the effect of the
                     prevailing economy on strategies

                  
                  

               
               
               
               	
                  
                  
                  Identify action steps to implement the chosen strategy

                  
                  

               
               
               
               	
                  
                  
                  Help a client develop a system to monitor strategies (for example: track
                     daily spending, track progress towards goals)

                  
                  

               
               

            
            

         
         
         
         
   
      
         
         
         
         Assist Client in Establishing Goals

         
         
         
         
            
            
            This area discusses educating the client about the goal-setting
                  process, goal time horizons, and the differences between life aspirations,
                  goals, and action plan tasks. The process started earlier when determining
               what the client wants to accomplish is continued here with confirming the client’s
               goals are under their control, assisting the client to prioritize their goals, and
               assisting them to develop positive SMART goals.

            
            

         
         
         
         
         
            
            
            Educate the Client About Financial Goals

            
            
            
            
               
               
               Here is an overview of the financial goal-setting and refinement process that is
                  discussed in this area. These steps might be done in another order, or some steps
                  may not be needed for a given client:

               
               
               
               
                  
                  
                  	
                     
                     
                     Determine what the client wants to accomplish. These are the client’s
                        goals they walked in with, their stated goals. They may or
                           may not be actionable goals, but this can be addressed after
                           establishing rapport. This step keeps the focus on the client’s
                        needs and can be used to check if a client has new goals to discuss or work
                        on.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Determine that the client’s goals are under their control. Verify the
                        client owns their goals.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Assist the
                           client to develop SMART goals. Help the client make goals that are
                        specific, measurable, attainable, relevant, and timely. Also, stating SMART
                        goals positively transforms them from “have to-dos” into “get to-dos,” which
                        helps clients stay motivated. Stating what you will do is
                           easier to act on than on what you will not do.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Assist the client to prioritize their goals. This step involves
                        helping the client decide which goals to work on first, based on what most
                        motivates them, is the most relevant, and is attainable.

                     
                     

                  
                  

               
               
               
               Providing an overview of financial goal setting at a high level can help clients have
                  less apprehension. Goals are defined as: Specific, measurable objectives that individuals or
                     organizations strive to achieve within a defined time frame.

               
               
               
               Clients may start sessions by discussing problems that they are having. While this
                  can be a common place to start, a problem is not the same as a goal. It can be
                  beneficial to spend time helping a client understand the power and importance of
                  setting positive financial goals. Working with the client to set effective goals
                  helps focus the counseling process on the client’s chosen needs. It is also the
                  first step in moving from problems to solutions. They can stop focusing only on the
                  negative and start building a positive vision for the future.

               
               
               
               Clients may also start sessions with productive or preventive goals,
                  such as a desired financial outcome or a desire to address a financial risk. These
                  may be more fully-formed goals, or they may be aspirations or other things that are
                  not really goals. In these cases, the counselor will still determine what the client
                  wants to accomplish, go through the process of seeing if the client’s goals are
                  under their control, help the client craft goals that are SMART, and help the client
                  prioritize their goals.

               
               
               
               Use affirmation to help clients realize that just becoming willing to set goals is
                  a
                  powerful step. Goal setting may also need to be revisited when
                     clients struggle to follow through on the tasks necessary to accomplish
                     previously set goals. While this may be an issue with the tasks or action plan,
                     it is worth considering whether the goal itself needs re-evaluating.

               
               
               
               Another
                  basic concept in goal setting that a client may need to learn is that financial
                  goals can take place over different time
                     horizons, such as a short-term goal, a medium-term goal, and a
                  long-term goal. What a given horizon looks like may differ by client based on their
                  time of life and current level of preparedness for a given goal. A takeaway is that
                  longer-term goals usually need some shorter-term goals associated with them. What
                  can the client do today and this year to move toward that longer-term goal?

               
               
               
               
                  
                  Time horizons: 
                     In financial counseling, the length of time it will
                        take a client to accomplish a given goal using an action plan; in investing, the expected
                        length of time an individual plans to hold an investment before needing to access
                        the
                        funds.

                  

               
               

            
            

         
         
         
         
            
            
            Confirm the Client’s Goals are Under their Control

            
            
            
            
               
               
               Given goals that a client came in with or after helping a client to develop one
                     or more financial goals, the next thing to do is to help clients refine these
                     goals. The financial counselor may wait until rapport has been developed
                  before working on clarifying goals with the client. Goal refinement is a process
                  that deserves time because it helps set the direction and focus of all later
                  counseling steps and ensures that the client is capable of and motivated to follow
                  through on the action plan.

               
               
               
               The financial
                  counselor starts with the principle that all effective goals are ones that are under
                  the client’s control, meaning that the client will own them rather than need someone
                  else to do something to realize them. Effective goals are defined as: Objectives that are clearly defined, measurable, and
                        achievable within a specified time frame.

               
               
               
               If a client is not clear on their goals, or if they have consistently set goals
                  that they are unable to meet, this can be a sign of ambivalence. By using
                  interviewing techniques such as the miracle question and motivational interviewing,
                  financial counselors can help clients identify goals that are in line with their
                  money values.

               
               
               
               The
                  counselor uses interviewing skills such as reflection with selective emphasis,
                  active listening, empathy, and asking clarifying questions to help ensure the
                  client’s goals are effective.

               
               

            
            
            
            
               
               
               Confirm the Client Owns Their Goals

               
               
               
               
                  
                  
                  A key to goal ownership is the ability to state the goal in the first person: “I will
                     live within my means by making a spending plan and living by it.” The use of “my
                     goal is...” also satisfies this requirement. A goal that is under the client’s
                     control will not be one that requires other people to do things, such as a spouse
                     or
                     partner, a dependent, an employer, or a government agency. A goal should not come
                     from the counselor, such as, “You should make a spending plan and live by it.”
                     Clients are less likely to follow through on the actions needed to achieve goals
                     unless they are the ones to set the goals.

                  
                  
                  
                  The goal cannot be to get the counselor to tell the client what to do.
                     The goal needs to be something the client owns. However, the counselor can help the
                     client to get clarity on their goals if the client is feeling ambivalent. The
                     counselor can provide the space and be a sounding board so the client can work
                     through their thoughts and feelings on the topic to identify what they want to
                     do.

                  
                  
                  
                  
                     Example

                     
                        
                        
                        
                        Ed is a client in his 50s. Ed says, “My daughter wants me to
                           co-sign on a loan for a chef school, but she never sticks with one thing for
                           long. What should I do?” The counselor can start with, “What options have you
                           considered so far?” Ed: “Well, I came to see you.” Counselor: “That’s a great
                           first step. What other options can you think of, Ed?” Ed: “Well, I could co-sign
                           on the loan, but she didn’t help me pay back the last one.” Counselor: “What
                           else could you do?” Ed: “I could use some of my retirement savings to pay for
                           tuition.” Counselor: “Let’s come back to these options in a bit. Anything else?”
                           Ed: “I could talk to my daughter.” Counselor: “We can explore each of these
                           options together. Let’s take a moment to consider which one you think is best
                           based on everything we’ve discussed. There’s no need to rush the decision-making
                           process. I’m here to support you as you determine what is best for you. It’s
                           okay if you are of two minds about it.” Ed: “That’s a good way of putting it.
                           Part of me wants to pay for my daughter’s chef school and for her to succeed,
                           but part of me does not want to pay, and that part also knows I can hardly
                           afford it. I just don’t know how to tell my daughter that.”

                        
                        

                  
                  
                  
                  Stating goals in positive terms is important from a motivational perspective to focus
                     on what you want to do rather than on what you don’t want to do. Thinking about not doing something tends to make people think of just that
                        thing. A positive goal provides the client with direction on what to
                     do.

                  
                  
                  
                  A problem is usually stated negatively. While a client
                     accepting they have a problem that they need to solve is an important step, a
                     problem is not a goal. A goal is the opposite of a problem. From a problem: “I can’t
                     afford health insurance,” to a positive goal: “I will explore health insurance
                     options.” If the client has not identified goals up to this point
                        but only shares problems or expresses ambivalence, the counselor could use
                        interviewing techniques to help elicit some goals. Here are two
                        examples:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Miracle questions. The counselor could say, “If you woke up tomorrow
                           and the issues we have discussed were gone, how would you know? How would
                           this show up in your life?” This question connects the future outcome with a
                           day-to-day benefit, or if it does not, that may not be a goal that is
                           genuine and relevant to the person. The counselor could use reflection to
                           emphasize different parts of the client’s responses, such as how the change
                           would impact their work, community involvement, family life, or ability to
                           do hobbies.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Exception-finding questions. The counselor could say, “There were
                           times you mentioned when you were able to avoid this problem. Tell me more
                           about what you were thinking or feeling that helped at those times.” This
                           strategy can be used when people have long had certain habits. They may not
                           be able to recall a time in their life when they did not have that habit.
                           Still, there were probably moments when they did something different from
                           their habitual behavior. Focusing on those instances can impact the session
                           in positive ways:

                        
                        
                        
                        
                           
                           	
                              
                              
                              The client considers evidence that they can act differently; it is
                                 possible for them to do something other than the habit that they
                                 want to change. 

                              
                              

                           
                           
                           	
                              
                              
                              The client can investigate what circumstances led to the beneficial
                                 habits or behaviors they would like to cultivate. They can use that
                                 as a model for future tasks.

                              
                              

                           
                           
                           	
                              
                              
                              The interview can then focus on behaviors or feelings that worked for
                                 the client and can be the basis for goals.

                              
                              

                           

                        
                        

                     
                     

                  
                  
                  
                  Such processes can lead to client goals that are under the client’s
                     control because they follow another principle: The goals may focus on the client’s
                     actions or behaviors they want to live by. For example, “To help me live within my
                     means, starting with my next paycheck, I will write down each of the things I spend
                     money on and circle anything that is not a need. Then, the paycheck after that and
                     beyond, I will cut out at least two of those circled things.”

                  
                  

               
               

            
            

         
         
         
         
            
            
            Assist the Client to Develop SMART Goals

            
            
            
            
               
               
               SMART stands for specific,
                  measurable, attainable, relevant, and timely. Here, we review each part of this
                  powerful process for setting goals. The counselor can work with the client to go
                  through this process for SMART goals. It is also an important process to teach the
                  client to conduct on their own. While the following discussion
                     includes some alternate names for some of these parts, the counselor can just
                     pick one version and keep it simple.

               
               
               
               
                  
                  
                  	
                     
                     
                     
                        
                           S for specific:
                           
                        Specific
                           includes the “who,” “what,” “where,” “how,” and in some versions the
                           “when.” Being specific starts with goals being in the first person (I
                           will...or My goal...). It is owned by the client and under their
                           control. Specific also means a goal needs to be explicit. For example,
                           “I will set automatic transfers to move $50 from my checking to my
                           savings account once per paycheck as the check is deposited and will
                           leave these funds in my savings account. This will help me meet my
                           longer-term goal of increasing my emergency savings by $1,200 each
                           year.” Lock in these goals: the way they are written should leave no
                           room for rationalizing that the goal was met if it was not. For the
                           automatic transfers to savings example, a review of bank account records
                           can prove if the goal is being met.
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        
                           M for measurable:
                           
                        Measurable is one of the most important concepts in
                              SMART goal setting. In making the goal measurable, it is no
                           longer a moving target. Financial goals become measurable when they use
                           specific monetary amounts, percentages, degrees, or numbers as a target:
                           “I will put 15 percent of each paycheck automatically into savings,” or
                           “I will retire at 65 with an annual income of $60,000 or more per year.”
                           If a client says “more” or “increase” or other such words, get them to
                           specify an attainable number. For goals that cannot be measured by
                           numeric amounts, it may be helpful to clarify the conditions under which
                           a new behavior can be seen: “I will work with my partner on finances
                           with an open mind by recognizing when I get defensive” or “I will be
                           honest with myself on my reasons for a purchase.”
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        
                           A for attainable:
                           
                        The goal is
                           challenging but realistic. It should not be so hard to achieve that it
                           sets the client up for failure. This can lead to abandoning the goal or
                           not even starting it. It could also lead to abandoning financial
                           counseling. If the goal has a cost, it must be financially feasible. It
                           should be possible to make a financial plan to meet the goal. If
                           achieving the goal requires time and hard work, the client must be
                           willing and able to put in the necessary work, including change
                           management efforts, without facing unacceptable consequences (e.g., not
                           seeing family due to a second job). Refer to the timely area, too: The
                           horizon from when the goal is started to its deadline needs to be
                           attainable for the client.
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        
                           R for relevant:
                           
                        Relevant
                           means that the “why” or “what do you really want” has been considered.
                           The why can relate to a life aspiration or any other way of
                           understanding that this is a positive goal that inspires the client.
                           Ensuring the goal is written in the client’s words also helps a goal be
                           relevant to the client. Plain language is important. If a goal lacks
                           relevance, the client may repeatedly struggle to meet the goal or follow
                           through on related tasks. Recall the case study of
                              Brian, who wanted to spend less on gifts but never did so because
                              part of him needed to be generous, thoughtful, and reciprocating.
                              Note that some versions use realistic for the R in SMART but
                              realistic and attainable are very similar, while relevant speaks to
                              the client’s life aspirations. 
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        
                           T for timely:
                           
                        When will the
                           client start on the goal? When will the goal be complete? Is this time
                           horizon attainable? In some versions, this goal is
                              called time-based to refer to the need for a deadline. In other
                              versions, “specific” includes the when. People tend not to forget it
                              when it is part of the T, but either method works.
                        

                     
                     

                  
                  

               
               
               
               Exhibit 2-9 shows an example
                  of working with a client couple to make a general, positive goal into a SMART goal.
                  

               
               
               
               Disclaimer: The goals and action steps presented in the following example are
                  for illustrative purposes only and may not suit all clients. Professionals should
                  assess each client’s full financial situation before applying similar
                  strategies.

               
               
               
               
                  Exhibit 2-9: Transforming Goals into SMART Goals 
                  
                  
                  
                  
                     
                     
                     
                     
                        
                        
                           
                           
                              
                              
                              
                              
                              
                              
                              
                           
                           
                              
                              
                                 
                                 	
                                    
                                    
                                    Step

                                    
                                    
                                 
                                 
                                 	
                                    
                                    
                                    Clients

                                    
                                    
                                 
                                 
                                 	
                                    
                                    
                                    Counselor

                                    
                                    
                                 

                              
                           
                           
                           
                              
                              
                                 
                                 	
                                    
                                    
                                    Initial Client Goal

                                    
                                    
                                 
                                 
                                 	
                                    
                                    
                                    “Our goal is to buy a home.”

                                    
                                    
                                 
                                 
                                 	
                                    
                                    
                                    “Perfect. Now that you have identified generally what you
                                       want, we’ll drill down to get at the specifics of what
                                       you are hoping for. We can map a plan to get there and
                                       anticipate obstacles. Where would you like to live? What
                                       criteria or priorities do you have for your home?”

                                    
                                    
                                 

                              
                              
                              
                                 
                                 	
                                    
                                    
                                    Make it Specific

                                    
                                    
                                 
                                 
                                 	
                                    
                                    
                                    “We will buy a home that is large enough to meet our
                                       family’s needs in a safe neighborhood near one of our
                                       workplaces.”

                                    
                                    
                                 
                                 
                                 	
                                    
                                    
                                    The goal could be a moving target, but the counselor
                                       starts with one question at a time: “That goal is
                                       definitely more specific, which will make it easier to
                                       work with. Now, let’s make it measurable. How much are
                                       you willing to spend?”

                                    
                                    
                                 

                              
                              
                              
                                 
                                 	
                                    
                                    
                                    “We were thinking maybe $250,000 or less.” 

                                    
                                    
                                 
                                 
                                 	
                                    
                                    
                                    “That is a good specific goal, and there are likely homes
                                       out there in that price range. What about your
                                       timing?”

                                    
                                    
                                 

                              
                              
                              
                                 
                                 	
                                    
                                    
                                    “We definitely want to get a home this year.”

                                    
                                    
                                 
                                 
                                 	
                                    
                                    
                                    “Great. Next, let’s put this goal under your control.
                                       What do you think about starting with, ‘We will make an
                                       offer on a home...’ since you can’t control the seller’s
                                       decisions?” The counselor also brings up timely a little
                                       earlier because it is a needed part of measurable.

                                    
                                    
                                 

                              
                              
                              
                                 
                                 	
                                    
                                    
                                    Make it Measurable

                                    
                                    
                                 
                                 
                                 	
                                    
                                    
                                    “We will make an offer on a home for $250,000 or less
                                       that is large enough to meet our needs in a safe
                                       neighborhood near one of our workplaces by the end of
                                       the year.”

                                    
                                    
                                 
                                 
                                 	
                                    
                                    
                                    “Okay, we can prove if this goal is achieved or not by
                                       then.” Is this goal attainable? Only context can prove
                                       that. “After [summary of detailed work], it is
                                       clear you are on your way, but your other debts and down
                                       payment are obstacles. Getting pre-approved is also a
                                       good way of proving to yourself that this home cost is
                                       attainable. Let’s set some smaller goals or tasks and
                                       reconsider how they impact your timeline.”

                                    
                                    
                                 

                              
                              
                              
                                 
                                 	
                                    
                                    
                                    Check that it is Attainable

                                    
                                    
                                 
                                 
                                 	
                                    
                                    
                                    “We will put $300 per month in our down payment savings
                                       account for one year starting this month,” and “I will
                                       pay off my car loan to help get pre-approved for the
                                       financing for a home in our price range ($250,000 or
                                       lower) from the bank of our choice.” 

                                    
                                    
                                 
                                 
                                 	
                                    
                                    
                                    “Ok, these are good enabling tasks, and as we discussed
                                       [summary], they are attainable given what you call your
                                       frugal spending plan. They should improve your chances
                                       of getting that 30-year fixed-rate mortgage you said you
                                       wanted. Getting back to your original goal, tell me
                                       again why these sacrifices will be worth it to you.”
                                       Assessing whether a goal is relevant or not also
                                       requires context.

                                    
                                    
                                 

                              
                              
                              
                                 
                                 	
                                    
                                    
                                    Check that it is Relevant

                                    
                                    
                                 
                                 
                                 	
                                    
                                    
                                    “We are willing to live frugally for a year under our
                                       previously discussed spending plan because owning a home
                                       means we get to have an investment that should increase
                                       in value over time and because we value the stability of
                                       being homeowners.”

                                    
                                    
                                 
                                 
                                 	
                                    
                                    
                                    “Ok, let’s revisit that timeline again now that we have
                                       considered how long it will take to do those action plan
                                       tasks, in particular the pre-approval process steps. Be
                                       sure to add when you will get started, too.” Note that
                                       the counselor has worked with the clients to carefully
                                       define what they mean by “frugally,” by tying it to a
                                       spending plan.

                                    
                                    
                                 

                              
                              
                              
                                 
                                 	
                                    
                                    
                                    Make it timely

                                    
                                    
                                 
                                 
                                 	
                                    
                                    
                                    “Within one year from today, we will have secured
                                       financial pre-approval from the banking institution of
                                       our choice to make an offer on a home for $250,000 or
                                       less that meets our family’s needs in a safe
                                       neighborhood near one of our workplaces by starting on
                                       our enabling tasks this month.”

                                    
                                    
                                 
                                 
                                 	
                                    
                                    
                                    Note how the clients modified the timeline from “by the
                                       end of the year” to “pre-approval within one year” to
                                       allow for the process of making an offer on a home.
                                       “This is a goal we can work with. As we discussed
                                       [summary], you know there are things that
                                       could get in the way, such as the housing market in the
                                       neighborhoods you consider safe, but we can make
                                       exploring these factors part of your action plan. We can
                                       refine the goal more when you know more.”

                                    
                                    
                                 

                              
                           

                        

                     
                     

                  
               
               
               
               For this home buying example, note how the counselor asks if those
                  sacrifices will be worth it as part of the relevant discussion. Asking regularly
                  about the client’s continued focus on their goals helps keep the benefits of those
                  new money choices at the top of their mind so that any effort they require will feel
                  worth it. Note also that some goals in this example might need some additional
                  smaller goals added depending on the client, such as determining what an affordable
                  price range is for a given client or determining what steps are most important for
                  improving a given client’s credit score.

               
               

            
            
            
            
               
               
               Confirm Client Goals are Relevant to Them

               
               
               
               
                  
                  
                  Confirming goals are relevant is a particularly important step for some clients. This
                     could be because the client is not there on their own accord (e.g., an example of
                     military personnel mandates to get financial counseling is addressed elsewhere),
                     because a client’s goals are actually life aspirations that are not actionable, or
                     because a client has stated goals that are based on the expectations of society or
                     of other persons in their life rather than being something that truly motivates
                     them.

                  
                  
                  
                  When the client is coming to financial counseling sessions wholly or partially
                     because of external pressures, such as a loved one giving the person an ultimatum,
                     finding goals that are relevant to the client can help them find a reason to get
                     something out of that counseling. The client is attending but may feel that they are
                     doing it to satisfy the other person or organization, not because it is a means to
                     relieve their own financial stress. The first step in these cases is to ask the
                     questions that prove to the client that the real focus of the session is on their
                     needs so they can see the process as something that will actually benefit them
                     first. Other reasons for coming can become secondary.

                  
                  
                  
                  Another important time to clarify goal relevance is if a life aspiration is presented
                     as a goal. Life aspirations are the broad dreams that give life meaning and
                     fulfillment. A life aspiration is not a goal but a passion. Unlike goals, life
                     aspirations have no finish date (therefore, they cannot be made SMART). Life
                     aspirations can be concise and straightforward, such as being in good health,
                     raising happy and safe children, being respected, or having meaningful friendships.
                     Setting related goals is what helps a client live that lifestyle or work towards
                     it.

                  
                  
                  
                  Financial counselors need to be careful when working with client aspirations because
                     when an aspiration is stated as a goal, it could easily just stay a dream that never
                     gets any closer. If a client has a life aspiration that they are calling a goal,
                     they may already be looking at it negatively as something they want but cannot
                     attain. The counselor’s role is to help the client set the SMART goals necessary to
                     make the dream a reality.

                  
                  
                  
                  With that said, a client will only put in hard work and take the difficult change
                     journey of examining their beliefs, learning new habits, and so on if their goals
                     speak to them. A client can only get what they want if they first know what they
                     want and why they want it. The counselor can use interviewing skills to help
                     determine if the client is interested in only exploring the relevance of the goals
                     they came in with or if they are also open to exploring their goals more generally.
                     In either case, the counselor can use various methods to help clients identify their
                     life aspirations relating to the chosen goals. This could be a productive
                     interviewing session with empathic listening and reflection to help the client
                     verbalize their life aspirations. The counselor could also use an activity or
                     exercise to help the client brainstorm their life aspirations. Goals that further
                     a
                     life aspiration are effective goals that clients own.

                  
                  
                  
                  
                     Example

                     
                        
                        
                        
                        A client, Pat, is encouraged to brainstorm on a life with no
                           constraints: abundant health, abundant talent, abundant jobs, abundant money,
                           and so on. With no constraints, what would Pat love to be or do? One thing that
                           resonates with Pat is to  “Have my child become a doctor.” Getting insight into
                           the motivation (e.g., “To be a good parent,” “To lead by example,” or “To pass
                           down good morals”) behind the aspiration or goal could help the client see that
                           there are other ways to fulfill the underlying desire. Perhaps the client’s
                           underlying desire is that their child grows up to be financially stable, not
                           have to worry about money, and have an impact on the world (and their family) in
                           a positive way. There may be other ways to accomplish this besides the child
                           becoming a doctor. If the client can see this, they may be able to set some
                           goals that are both relevant and attainable.

                        
                        

                  
                  
                  
                  A stated goal may also turn out to be contrary to a client’s aspirations. A client
                     may say, “I want to own a home,” but further questions reveal a more honest
                     reflection of their desires: “I want the respect of my parents and community and the
                     closeness and connection that this would bring, and I think owning a home would give
                     me these things.” This person may not actually want all the tasks and costs involved
                     in homeownership. They may like the flexibility of renting. Are there other ways to
                     reach their aspirations?

                  
                  
                  
                  Regardless of how aspirations are revealed, saying them out loud or writing them down
                     can be a powerful experience for a client. The next step is to review the client’s
                     stated goal against their aspirations and, if the client is willing, explore other
                     goals that might further these aspirations. The counseling process can help clients
                     who start with a broad dream or list of aspirations to arrive at one or more
                     concrete SMART goals. Then, the client can isolate specific tasks or behaviors that
                     they will do to reach the goal. In general, this process of going from the vague and
                     broad to the specific and attainable, and then to the behavior change level,
                     reflects the challenging but rewarding work of being a financial counselor.

                  
                  

               
               

            
            
            
            
               
               
               Confirm Client Goals are Attainable

               
               
               
               
                  
                  
                  Another area of SMART goals that often requires further counseling is in relation
                     to
                     the A in SMART: attainable. Unattainable goals are demotivating. Goals that are
                     feasible or realistic can be motivating because the client will be able to envision
                     their success. Realistic expectations
                     are defined as:  Understandable and achievable assumptions
                        about outcomes, used in financial counseling to help set practical goals and avoid
                        disappointment.

                  
                  
                  
                  The process of developing personal financial statements with a client is an important
                     example of
                     testing whether the client’s goals are attainable within the client’s desired time
                     horizon. This is one reason to wait to create such statements with some clients
                     until they have identified goals. A personal cash flow statement can help the
                     financial counselor assess whether the client’s income and expenses have enough
                     wiggle room to save a little for their desired goal. Similarly, analysis of a
                     client’s credit scores, debt levels, related ratios, current retirement savings, and
                     so on can be compared to the client’s age, time until retirement, number of
                     dependents, and so on to help determine attainability. 

                  
                  
                  
                  Attainability also often requires clients to decide to do some difficult things, such
                     as choosing the future over their present desires. This could mean living within a
                     budget to pay down a student loan or saving some money every month for retirement.
                     The client will be the ultimate decider of what they will and will not actually do,
                     relative to where they are in their change journey. Part of that journey may require
                     developing knowledge, skills, and abilities that will help them succeed. These can
                     be goals of their own or perhaps enabling tasks. The counselor can assess the
                     client’s apparent readiness, and for changes that are still needed, they can remain
                     patient and persistent, rolling with the client’s resistance as is discussed
                     elsewhere.

                  
                  
                  
                  
                     Example

                     
                        
                        
                        
                        Meet Erin: Erin arrives for her second counseling session
                           excited and enthusiastic. She has been looking at homes for sale in her area,
                           and with her 40th birthday a month away, she is more determined than ever to do
                           “whatever it takes” to make her dream of homeownership come true. She will
                           likely need to bring up her credit score before she will qualify for financing
                           for a new home. Improving her credit score will probably take longer than a
                           month. She may need help recalibrating her road to homeownership. Rather than
                           viewing this as one big goal that is probably not attainable in the timeline
                           that she is hoping for, the counselor could help her leave the counseling
                           session with a vision of the steps to homeownership, each bringing her closer to
                           her ultimate goal. Each step can be set up as a victory to be celebrated in its
                           own right. Each small step will also be far more attainable. This way, on her
                           40th birthday, she will hopefully see her progress on her journey to having her
                           own home instead of feeling dejected that she is not there yet, which could make
                           her more likely to give up.

                        
                        

                  
                  
                  
                  If a client’s goal seems unreachable to the counselor, rather than initially trying
                     to get the client to abandon or downsize the goal (remember, client autonomy is to
                     be respected), try some other options instead. Perhaps assist the client in breaking
                     down their goals into more manageable steps. The attainable steps will still lead
                     them toward their goal. Another option to suggest is to set a more attainable time
                     horizon. The client may also decide on their own to set more attainable goals after
                     seeing their relative cost in money, time, and personal change effort.

                  
                  

               
               

            
            

         
         
         
         
            
            
            Assist the Client to Prioritize their Goal(s)

            
            
            
            
               
               
               When prioritizing client goals, here are some things to keep in mind:

               
               
               
               
                  
                  
                  	
                     
                     
                     What goals excite and inspire the client?

                     
                     

                  
                  
                  
                  	
                     
                     
                     Which of these goals aligns well with the client’s life aspirations?

                     
                     

                  
                  
                  
                  	
                     
                     
                     What are some things that need to be done first to enable other goals to be
                        attainable?

                     
                     

                  
                  
                  
                  	
                     
                     
                     Are there goals that the client feels confident they can accomplish
                        successfully over a short time horizon?

                     
                     

                  
                  

               
               
               
               When clients have a list of goals that align with their life
                  aspirations, the next step is for the client to pick the goal that inspires them the
                  most. They can move this goal to the top of the list. Encourage the client to keep
                  ranking goals until all are in an order of priority based on what inspires them.
                  Assist the client in determining the relative cost and effort required for each
                  goal.

               
               
               
               The counselor helps the client validate these goals. The counselor can prompt the
                  client to use scaling questions to determine if each goal relates to one of their
                  identified life aspirations or longer-term goals. For example, “On a scale of 1 to
                  10, with 1 being not at all relevant to a long-term goal you identified, where does
                  this goal rank?” Goals that do not rank very high can be crossed off the list or put
                  on a separate list to address later.

               
               
               
               Goals that are still on the list are then subjected to attainability tests. This is
                  partly to help the client recognize if a given goal has some prerequisites. For example, a client may need to bring up their credit score
                     before starting house hunting. The financial counselor can review the relative
                     cost of each goal and help the client consider a high-level financial plan to
                     see if the goal is feasible within a reasonable time frame, and help the client
                     set that timeline. A more detailed financial plan and timeline can be done later
                     when considering strategies to attain goals. For now, just repeat this process
                     for each goal that is still on the list.

               
               
               
               Finally, some goals might
                  be quick wins for a client. Quick wins are important because they help maintain
                  motivation to keep working toward financial goals in general throughout the process.
                  Every win is evidence that winning is possible and that the client is capable of
                  making the changes that are necessary for accomplishing those goals that will take
                  longer to achieve.  These goals may have related tasks that the
                     client feels are more attainable because the client is ready for the change,
                     there are fewer obstacles in the way, or they can be accomplished in a short
                     period. These may give the client more confidence to continue with other goals.
                     The client may want to make a quick win goal a top priority.

               
               

            
            

         
         
   
      
         
         
         
         Assist Client to Identify Strategies to Attain Goals

         
         
         
         
            
            
            In this area, the final steps of the counseling process are discussed: creating an
               action plan, taking action, and evaluating progress. Assisting the client in
               identifying strategies to obtain goals includes brainstorming possible strategies
               to
               attain goals, evaluating possible strategies, identifying action steps to implement
               the chosen strategy, and developing a system to monitor strategies.

            
            

         
         
         
         
         
            
            
            Brainstorm Action Plan Strategies with the Client

            
            
            
            
               
               
               Now that the client
                  has set goals and made them SMART, the next step is to brainstorm action plan
                  strategies with the client. The client needs a strategy to attain their goals. An action plan strategy forms the broad strokes of an action plan:
                     A structured document outlining specific steps,
                        resources, and timelines required to achieve a particular financial or personal goal.

               
               
               
               Before the counselor and client can collaborate on the specifics of an action plan,
                  the client needs to consider the available options for achieving each goal they have
                  articulated and then select the one that works for them. Rather than limiting a
                  client’s options at this point, the counselor’s role is to help them consider all
                  available options. While counselors should remain neutral and
                     refrain from influencing clients in any particular direction, a risk is that a
                     counselor might unconsciously influence a client toward certain options that the
                     counselor prefers. Using an activity such as brainstorming here can lessen this
                     risk, as by definition, it involves thinking of as many ideas as possible. The
                     client can then have a wide range of options to consider. The counselor’s role
                     will be to support the client in exploring options, learning about them, and
                     making decisions that align with their own values and best interests.

               
               
               
               Brainstorming and related tools use intuition and creativity to come up
                  with possible strategies. Some clients will like these strategies, and others will
                  prefer to use more rational data-driven methods such as thinking up different
                  potential spending plans that consider the income and expenses (or other financial
                  data) involved with each alternative, then selecting the one that makes the most
                  financial sense. These methods will need some amount of estimating and guesswork,
                  too, such as an assumption that a higher paying job is both available and will be
                  obtained, and so on, but the use of numbers can make some types of clients
                  satisfied. Other clients will be unwilling to try such methods.

               
               

            
            
            
            
               
               
               Brainstorming Process

               
               
               
               
                  
                  
                  Brainstorming is defined as: A creative process where individuals or groups generate
                        multiple ideas or solutions.

                  
                  
                  
                  Brainstorming is an intuitive idea-generation tool that uses free association. In
                     this course, brainstorming is brought up in several places (determining life
                     aspirations, evaluating action plan strategies to attain goals, and increasing or
                     decreasing expenses). The process discussed here can be applied in those areas or
                     anytime a client feels stuck with only bad options.

                  
                  
                  
                  Brainstorming is best done on a whiteboard, flip chart, or large sheet of paper. Brainstorming is designed to be a group activity, so it can be
                        especially useful for clients who are a couple. The counselor should
                     participate, too, if the client is open to this and the client is still
                     participating. Doing so may help keep the client from struggling. If this is a client couple and one participant is not contributing, ask for
                        their contributions, but don’t push too hard either. It should be spontaneous.
                        The idea is that people collaborating on a problem can come up with far more
                     and better ideas than a single person can on their own.

                  
                  
                  
                  Brainstorming has some guidelines that can facilitate the process.

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Generate lots and lots of ideas.
                           These ideas can be sensible or crazy, but write all of
                              them down. Unfortunately for the process, people tend to self-censor
                              some ideas before even saying them out of fear of being ridiculed.
                              The counselor needs to establish a positive relationship that has some
                           trust. Then, the counselor should emphasize that the client can and should
                           say whatever ideas pop into their head.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Avoid evaluating, judging, or tracking who thought of what idea.
                           Write down each thing said without critical evaluation,
                              comment, or criticism. Saying, “That won’t work, it is too
                           expensive,” “That’s too much work,” and so on will ruin this process. Help
                           the client realize that analyzing ideas comes later. There
                              is no need to provide attribution for ideas.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Use the ideas on the list to generate more ideas. Ideas on the board
                           can inspire additional ideas to write down. This is the true power of
                           brainstorming. As ideas are shared, some new ones occur
                              that would not have otherwise; add these to the list as they come
                              up.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Allow clarifying questions.
                           Clarifying questions can be avoided during the first pass
                              to keep things moving, but they can help participants understand what
                              someone meant by an idea, which can help inspire another idea.
                              Clarifying questions should not be judging. For example, “Did you mean
                           getting another mortgage to achieve your goal of getting that vacation
                           home?” However, “Taking on more debt for a second home would be unwise”
                           would be judging.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Categorize items and remove duplicates. When done brainstorming, find
                           and consolidate like items to reduce repetition.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Eliminate nonstarters. On this shorter list, have the client start
                           eliminating ideas that just won’t work for the client. The
                              counselor needs to refrain from arguing to retain ideas that the
                              counselor suggested and thinks are good ideas.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Analyze what is left. This could involve talking through each of these
                           ideas or doing more detailed financial planning to consider the costs,
                           efforts involved, obstacles to overcome, and so on. It could also involve
                           experimenting with some of the ideas in real life to give the client a
                           chance to see if the action plan would work over a longer term.

                        
                        

                     
                     

                  
                  
                  
                  There are a number of tools that fit within the general concept of
                     brainstorming. Here are a few examples:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        
                           
                              Problem expansion:
                              
                           After
                              brainstorming to generate ideas, repeat the brainstorming process to
                              redefine the action plan strategy, then repeat the brainstorming. This
                              redefining and brainstorming process can be done a third time. This is
                              basically a way of asking if you are asking the right question. For
                              example, a client may come in with the goal of repaying their student
                              loans faster. Through interviewing and brainstorming, they expand the
                              problem to be more about the client’s post-graduation job path and need
                              to live independently while also being able to manage their student
                              loans. Student loan repayment becomes part of the broader context of the
                              client’s goals.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Mind mapping:
                              
                           Mind mapping
                              involves writing ideas on a large board and drawing connecting lines
                              between related ideas, usually starting with a central main idea with as
                              many branches and subbranches as needed. These branches could be related
                              concepts that were not part of the original brainstorming. The overall
                              process is meant to result in a more complete strategy that considers
                              many of the subtleties or factors written down. For example, a client
                              has a goal of paying off a credit card in one year. Each strategy option
                              becomes a node: Spending Plan Changes, Side Jobs, and Low Intro APR
                              Cards. They add tax implications and risks and make some links.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Break and build:
                              
                           Break down a
                              concept into its components or build up a concept to a broader level. A
                              solution may be easier to envision from a wider or narrower viewpoint,
                              or something written down could inspire more brainstorming. For example,
                              the goal is to own a car, but an action plan obstacle is high parking
                              expenses in the city. They build up the concept to a broader level to a
                              new goal of occasional car use and explore shared vehicle ownership as
                              an action plan strategy.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Pessimist/optimist roles:
                              
                           If the client
                              has been acting pessimistic, ask them to play the role of the optimist
                              while the counselor plays the role of pessimist (or vice versa). For
                              example, for a goal of car ownership in an expensive city for parking,
                              the optimist says, “How about getting a car but parking it in the
                              suburbs near a metro line?” The pessimist says, “But the problem with
                              that is how long it will take to get to the car.” Optimist: “But the
                              location could be on the way to work.” Each party plays their role back
                              and forth, and the result may be a new way of looking at things or a new
                              idea.
                           

                        
                        

                     
                     

                  
                  

               
               

            
            

         
         
         
         
            
            
            Evaluate Action Plan Strategies with Client

            
            
            
            
               
               
               It is important that action plan or problem-solving strategies wait until positive
                  relationships are established and the client’s goals have been thoroughly defined.
                  Given some promising action plan strategies that came out of the brainstorming
                  process or other methods used to identify strategies to obtain goals, the next step
                  is to assist the client in evaluating these action plan strategies.

               
               
               
               External factors may play a role. While the effect of the economy will primarily
                  impact investment decisions that the counselor cannot advise on, events such as a
                  recession could impact a client’s ability to find a higher-paying job or get a
                  raise. Similarly, prevailing interest rates or a tight housing market could impact
                  how easy it is for a client to buy a home or find affordable rent.

               
               
               
               The counselor’s evaluation tools are related to their personal
                     finance skills plus their counseling skills, including communication,
                     interviewing, change management, and behavioral finance. Both categories of
                     skills are needed. Financial counselors consider the raw potential
                  financial gain of a particular approach (e.g., paying off high-interest debt first
                  saves more over time) plus the circumstances, money habits, and motivational factors
                  of their client (e.g., paying off smaller debts that will go away faster provides
                  a
                  quick win and spurs motivation). A thorough understanding of personal finance should
                  combine with an empathetic appreciation for the position and perspective of the
                  client. This way, clients are getting the financial information and resources that
                  are most useful for them, and the support given takes into account real-world
                  circumstances. 

               
               
               
               Only action plans implemented consistently can benefit a client. An inefficient plan
                  that gets done trumps an efficient plan that stays on paper. For
                     this reason, real-world attainability and motivation may outweigh raw financial
                     sense in some cases. This is why it is important to revisit what the counselor
                     has learned about the client to make sure the strategy works for them and that
                     they are ready to take ownership of the strategy.

               
               

            
            
            
            
               
               
               Evaluating Action Plan Strategies 

               
               
               
               
                  
                  
                  When evaluating action plan strategies, the financial counselor should put potential
                     solutions to objective tests:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Is the strategy directly related to the identified goal? A
                              client may be trying to cram in action steps that belong to some other
                              goal. For example, if the goal is improving one’s credit score, paying
                              off a car loan at an accelerated rate will not necessarily advance the
                              credit score goal and could detract from an action plan item that would
                              have a greater effect. These unrelated action plan items can be set
                              aside for now.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Is the strategy directly related to what the client will do or how they will
                           behave? It should not require others to take an action, such as a parent
                           providing support or an employer providing a raise.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Does the counselor have a supporting role at most? The
                              counselor will likely have helped with goal refinement and action plan
                              setting and motivation, but should not be asked to contribute to things
                              that the client should be responsible for in the strategy, or it can
                              create dependency. An example of an acceptable counselor role within an
                              action plan is agreeing to research information on community resources,
                              referrals, or financial education subjects and then providing the
                              related teaching.

                        
                        

                     
                     

                  
                  
                  
                  For strategies that satisfy these criteria, the counselor can then help the client
                     evaluate the financial merits of the plan and the costs, time involved, and other
                     pros and cons. If this is an area that involves investments, the
                        counselor will likely only discuss the concepts and risks (not the pros and
                        cons). While this subject is addressed briefly here, consider much of the rest
                        of the course as content that can be applied when evaluating
                        strategies.

                  
                  
                  
                  Two important areas to consider are obstacles to a strategy and required
                     resources.

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Obstacles include risks of what could go wrong (e.g., a balance transfer to a
                           zero intro APR card cannot be repaid before the end of the intro period), as
                           well as gaps in the client’s knowledge, skills, and abilities or resources
                           (e.g., a client needs to develop some computer skills or get a new phone
                           before starting to use a budgeting app). A strategy could still be valid
                           even with such limitations, but the action plan should include ways of
                           addressing the issues.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Required resources could be contacting public benefit programs, applying for
                           services, or establishing other contacts. The strategy should account for
                           how long such steps may take in the overall time horizon.

                        
                        

                     
                     

                  
                  

               
               

            
            
            
            
               
               
               Assist Client to Select a Strategy that Works for Them

               
               
               
               
                  
                  
                  Assisting the
                     client to select an action plan strategy that works for them requires the counselor
                     to bring together all of the information on the client’s personal resources and
                     gaps, personal perspectives, preferred counseling approach, and any client feedback
                     on what has and has not been working. The client is also an active
                        participant in filling in other details as the counselor summarizes to indicate
                        their current understanding of the situation. Communication, interviewing, and
                        listening skills are needed here to help ensure the strategy reflects the
                        client’s situation.

                  
                  
                  
                  A client’s internal factors play a role. A strategy often requires
                     behavioral changes on the client’s part. The counselor can help clients in these
                     areas, especially in understanding the change processes and stages, but it is up to
                     the client to do this work. If a counselor feels a client is not in the right change
                     phase for a given strategy, the strategy could wait until the client is ready. If
                     the client is ready to act on an action plan strategy because it requires less
                     change effort or because it is change they are ready for (i.e., they are in the
                     preparation or action stage for the given change, such as following a spending
                     plan), this can play into the evaluation.

                  
                  
                  
                  A client will be far more likely to actually carry out a strategy that has these
                     elements:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        The client indicates what must be done, how to get started, when to start,
                           and who should be involved

                        
                        

                     
                     
                     
                     	
                        
                        
                        It focuses on the client’s strengths and current resources

                        
                        

                     
                     
                     
                     	
                        
                        
                        It focuses on solutions rather than problems

                        
                        

                     
                     
                     
                     	
                        
                        
                        It is in the client’s own language and is simple

                        
                        

                     
                     

                  
                  
                  
                  Complex plans have far less chance of getting enacted, especially if
                     they are hard for the client to understand. Learning how to explain complex subjects
                     to make them seem simple is an art that financial counselors can develop.

                  
                  
                  
                  At this point in the relationship, the client may be ready for some
                     education on subjects they are now much more interested in because they can see how
                     it applies to their situation. Avoid financial examples from textbooks or other
                     sources that do not apply to the client’s circumstances. For example, discussing
                     goals involving millions of dollars with a client who is insolvent and does not have
                     access to resources of that amount may just alienate the client. This can give the
                     impression that the counselor is out of touch with the realities of the client’s
                     life. For example, a YouTube video about setting financial goals that uses an
                     example of 5 million dollars as the goal is likely to have some clients tune out
                     before hearing the concept.

                  
                  
                  
                  A financial strategy may work well for one client, but the same strategy may be
                     unacceptable to another client. This may be due to the personal factors just
                     discussed, or it could be due to their unique financial situation. Let’s assume that two different clients would find the concept of a bill
                        consolidation loan to be acceptable from a behavioral finance standpoint,
                        meaning that neither client seems likely to go out and get some new credit cards
                        and quickly be in even deeper debt. However, one client may be able to
                        consolidate all of their bills into the new loan, while the other might not be
                        able to consolidate some of their bills, such as loans that are secured by
                        collateral or loans subject to garnishments. A solution needs to be right for
                        this exact client’s financial situation.

                  
                  
                  
                  Ideally, the discussion of alternatives has led to several financially acceptable
                     options. The education the counselor has provided, plus the counselor’s use of
                     interviewing skills, can help clients become good judges of what makes solutions
                     acceptable. They may reject on their own some solutions that are ineffective and
                     unwise. However, the counselor recognizes that clients have good reasons for doing
                     what they do and are operating on the information they have. What
                        is wise for one client may not be wise for the counselor or someone else, so
                        counselors practice being accepting. This is especially true when working
                     with clients who require cultural responsiveness.

                  
                  
                  
                  
                     Example

                     
                        
                        
                        In Black Financial Culture, Michael G. Thomas Jr. quotes a woman who
                           decided to spend her tax return on a big-screen TV. The person she was working
                           with did not see this as sensible.

                        
                        
                        
                        
                           
                           “I live in a really rough neighborhood,” she said. “If I buy this TV, I’ll be
                              able to keep my kids and their friends safe in our home instead of them
                              running around in the streets.”

                           

                        
                        

                  
                  
                  
                  Ultimately, it is the option that the client is most interested in
                     pursuing that is the one that the client will be most likely to implement. If the
                     client chooses a plan with drawbacks, the counselor can provide information on these
                     drawbacks, but the client has to select whatever solution they feel will set them
                     up
                     for success. If the counselor helped the client learn the process of evaluating
                     solutions, they may learn from their choices and experiences.

                  
                  

               
               

            
            

         
         
         
         
            
            
            Identify Action Steps to Implement the Chosen Strategy

            
            
            
            
               
               
               Once a strategy is selected,
                  it is time to identify action steps and implement the action plan in the real world.
                  Taking action is defined as: The stage of behavior change in which individuals begin
                     implementing specific steps toward their goals.

               
               
               
               The counselor needs to help a client understand what action steps are, how to
                  develop them and ensure they work for the client. Then, the counselor may help the
                  client document their action plan along with navigating any related plan obstacles
                  that have been identified and any community resources that will be involved. If the
                  counselor has agreed to be responsible for any action steps, these are documented,
                  along with any referral resources they have agreed to contact on the client’s
                  behalf.

               
               
               
               Some counselors help clients outline one task per session to accomplish rather than
                  formalizing a multiple-step action plan if this is a better process for that
                  particular client. In other cases, the client will just write down action steps in
                  their own notes or could use an action plan form. An action plan form can be a
                  simple one or two-page record that includes information such as the following:

               
               
               
               
                  
                  
                  	
                     
                     
                     The client’s name, the SMART goal to achieve, and the strategy selected

                     
                     

                  
                  
                  
                  	
                     
                     
                     Known obstacles and perhaps a related risk management plan

                     
                     

                  
                  
                  
                  	
                     
                     
                     Client action plan tasks with timelines for each one

                     
                     

                  
                  
                  
                  	
                     
                     
                     Counselor action plan tasks with timelines for each one, if any

                     
                     

                  
                  
                  
                  	
                     
                     
                     Referrals or community resources, if any

                     
                     

                  
                  
                  
                  	
                     
                     
                     The date of the next counseling session, if applicable

                     
                     

                  
                  
                  
                  	
                     
                     
                     The target completion date

                     
                     

                  
                  

               
               
               
               The
                  counselor may also choose to help the client set up an outcome chart for each of
                  their goals or action plan steps. Such a chart has areas to fill out for what the
                  client would consider to be a lack of progress versus meeting their goal and can
                  help the client understand that they are the person who decides what success looks
                  like.

               
               
               
               After the meeting ends and action steps are agreed to, the client is then responsible
                  for implementing the plan. If a follow-up session is scheduled, then the counselor
                  will be involved in helping assess the client’s relative progress.

               
               

            
            
            
            
               
               
               What are Action Steps?

               
               
               
               
                  
                  
                  Action steps are no longer
                     about what a client needs to do but how they need to do it. Action steps should
                     always be steps the client has control over. A client might have an action step to
                     ask for a raise but should not have one that involves an employer giving them a
                     raise. Action steps are much more specific than even SMART goals. For example, an
                     action plan step could be, “Get my credit report from all three agencies.” Many
                     small steps may be needed to accomplish a goal. The counselor’s
                        role may be to help identify when an action step might need to be broken into
                        several smaller steps so the client knows how to succeed. If the tasks are too
                        broad, important substeps might be omitted. Smaller steps are also easier to
                        accomplish and may be less daunting.

                  
                  
                  
                  Importantly, the client must see the value of each step, understand how to do each
                     step, and agree to complete them. The best action steps are ones
                        the client identifies on their own since they know what has worked for
                        themselves in the past.

                  
                  
                  
                  Like every other aspect of goal definition and problem-solving, the
                     client needs to be an active participant in crafting the action steps that will
                     help fulfill their chosen strategy and ultimate goal. Part of the counselor’s
                     job is to teach clients how to create action steps on their own. Therefore, they
                     need to know what action steps are. In addition, clients should identify their
                     own action steps whenever possible rather than having the counselor do this
                     work. After all, they know best what actions have worked for them in the past
                     and which have not.

                  
                  
                  
                  When explaining action steps, it is important that clients realize that planning the
                     steps is not the same as needing to get them all started immediately. Discussing action can sometimes come across as all the things
                        needing to be done. Planning action steps may require more brainstorming and
                        evaluation. The client and counselor are now just collaborating on the specifics
                        of the chosen strategy.

                  
                  
                  
                  Once a set of steps is determined, it is time to evaluate each step. SMART goal
                     elements can be tested.

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Is the step specific enough? Should it be made into several smaller
                           steps?

                        
                        

                     
                     
                     
                     	
                        
                        
                        Is it measurable, and does it have a realistic timeline?

                        
                        

                     
                     
                     
                     	
                        
                        
                        Is the step achievable? What obstacles are in the way? Can steps be added to
                           address these obstacles, such as getting more training?

                        
                        

                     
                     
                     
                     	
                        
                        
                        Is it relevant? Does the step relate back to the chosen strategy and goal? If
                           it were eliminated, would the goal be in jeopardy? Is there an alternate way
                           to get the same result that should be considered?

                        
                        

                     
                     
                     
                     	
                        
                        
                        Is it timely? Does it have a timeline? Does it have a start date, or will it
                           be started after a different step is complete? Is the time horizon
                           achievable?

                        
                        

                     
                     

                  
                  
                  
                  Action steps that are kept on the plan can be prioritized. Some
                        action steps will need to be done in a certain order, while other steps might be
                        started at the same time or at any time. A plan should not have too many steps,
                        or it will seem too complex. If the client will be returning for a future
                        session, the action plan might contain just those steps the client can start
                        during that period of time. The list of tasks should not seem too daunting.
                        Bite-size chunks can be effective (other clients may want a more detailed
                        list).

                  
                  

               
               

            
            
            
            
               
               
               Identifying Action Steps that Work for the Client

               
               
               
               
                  
                  
                  The client’s interests and preferences again play a role in step priority. The client
                     will be the final decider on which steps end up on the final plan.

                  
                  
                  
                  Determining action steps that work for the client can use similar processes as were
                     discussed for goal setting. The goal is to help the client find their own unique way
                     of tackling tasks by identifying their strengths and available resources.

                  
                  
                  
                  A client could be stuck determining action steps that work for them. Here are some
                     possible ways to help identify action plan steps that might work for the client.

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        
                           
                              Consider backwards:
                              
                           Often, when
                              scheduling, a manager will consider all of the things that need to be
                              done, and there isn’t enough time, so they start with the needed end
                              date and work backwards to see if that helps. The same thing can be done
                              with a financial goal. If the necessary actions to get started are
                              perplexing, consider the last step first and go backwards to the start.
                              For example, a client wants to save for retirement but can barely afford
                              the rent. The end goal is saving for retirement. Two ways to get there
                              would be higher income or lower rent. Exploring each option backwards
                              could lead to increasing job training or living in a worse neighborhood
                              or smaller apartment. The client explores job training, and the
                              counselor helps the client find some free or low-cost online courses
                              related to production equipment in the client’s field. The new goal is a
                              promotion.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Worsen problem:
                              
                           Imagine or
                              experiment with making a problem worse. For example, if the client never
                              has enough money to pay more than the minimum on their credit cards, ask
                              them to consider making the problem worse by hiding some cash from
                              themselves at the start of the month. The experiment will be a success
                              if the client is still able to pay the minimums and other needed
                              expenses without tapping into the hidden funds. Then, they can apply
                              that extra cash to the next payment and start saving that amount each
                              month, keeping it for emergencies until they are about to be paid
                              again.
                           

                        
                        

                     
                     
                     
                     	
                        
                        
                        
                           
                              Proven solution:
                              
                           If the
                              client discusses a time they tried a given task and failed, the
                              counselor can use exception-finding questions to help determine if there
                              was some other time they did the task successfully or if they found a
                              different approach to the task that worked for them. Ask the client to
                              consider whether the approach could be adapted to reach this new goal.
                              For example, a client has been using a method to pay the same fixed
                              amount towards their credit cards each month and has managed to pay off
                              the two highest-interest credit cards in this way, allocating the same
                              total monthly payment to the remaining cards. Assume the client wants to
                              save for a vacation, start an emergency savings fund, and buy a used
                              car. The client allocates a savings budget to all three, and when there
                              is enough for the emergency fund, the same fixed monthly savings amount
                              is applied to the remaining accounts, the vacation and car funds.
                           

                        
                        

                     
                     

                  
                  
                  
                  Given some processes such as these, the client is then encouraged to document their
                     action plan steps in some way. This could be a form or a simple list.

                  
                  
                  
                  
                     Example

                     
                        
                        
                        
                        Here is a client couple’s home buying task list for the
                           following SMART goal: “We will make an offer on a home for $250,000 or less that
                           fits our family’s needs in a safe neighborhood near one of our workplaces by the
                           end of the year. We will take the following steps towards homeownership by the
                           end of the year.” Steps:

                        
                        
                        
                           
                           	
                              
                              Get pre-approved for financing for a home in our
                                 price range ($250,000 or lower) from the banking institution of our
                                 choice. (Note: Identifying the appropriate home price range, including
                                 PITI, plus the down payment amount and possible mortgage insurance cost
                                 could be its own action plan task.)

                              

                           
                           
                           	
                              
                              Select and meet with a real estate agent if we
                                 decide to use an agent. Search online resources once daily to find homes
                                 that are for sale in our price range and set up tours at least once per
                                 week if others’ scheduling allows.

                              

                           
                           
                           	
                              
                              Identify at least one home that meets our
                                 criteria and submit an offer. Settle on the contractual clauses that we
                                 are comfortable with: financing clause, inspection clause, etc. Decide
                                 how much earnest money we are willing to put forward. Identify our
                                 preferred timeline for closing.

                              

                           
                           
                           	
                              
                              Find a home inspection professional
                                 (through our network, our real estate agent, etc.) who could be
                                 available should our offer be accepted.

                              

                           
                           
                           	
                              
                              If our offer is not accepted,
                                 discuss how to be kept in consideration as a back-up offer on that home
                                 with our real estate agent, and do so if it makes financial sense.
                                 Review possible reasons for why our offer was rejected and adjust the
                                 approach if needed and attainable. As needed, find another home and make
                                 another offer. Repeat until a home is purchased.

                              

                           

                        
                        

                  
                  
                  
                  Counselors can ask clients which action steps they believe will be particularly
                     difficult for them. The client may want or need to do these steps anyway, but
                     discussing feelings is just as important at this phase as it was at the beginning.
                     Clients may be more apprehensive about certain types of steps than others. Going to
                     an interview to get government assistance or calling a creditor to negotiate could
                     be very difficult tasks for some clients, but the same clients might have no problem
                     developing and using personal financial statements. A different client could have
                     the opposite profile. Discuss with the client other times they faced daunting tasks
                     and succeeded at implementing them. What was their thought process?

                  
                  
                  
                  If the client is new to counseling and implementing action plans, the client may well
                     want to start with some easy tasks (quick wins) and save the harder ones until
                     later. Other clients will want to do the hardest or most important steps first to
                     get them out of the way. However, some tasks may be pre-requisites for other tasks
                     so this is also important to keep in mind.

                  
                  

               
               

            
            
            
            
               
               
               Implementing Action Plans

               
               
               
               
                  
                  
                  A good strategy
                     to accomplish well-crafted goals is only effective if the client acts on it. Moving
                     from a plan to action can be one of the hardest steps a client takes after the
                     decision to get counseling in the first place. The client and counselor review the
                     goals and action plan steps together. The client may find it
                        beneficial to acknowledge the action plan steps that they have committed to. The
                        counselor’s behavioral work and affirmation statements may also help with
                        motivation. Ultimately, it is the client’s responsibility to take
                     action.

                  
                  

               
               

            
            

         
         
         
         
            
            
            Assist the Client Develop a System to Monitor Strategies 

            
            
            
            
               
               
               When clients wish to
                  create accountability for themselves, they may schedule follow-up sessions to set
                  up
                  a system to monitor progress on the client’s strategy to reach their SMART goals.
                  The keys to monitoring are acceptance, trust, and collaboration. When counselors and clients develop a productive alliance during the action
                     phase of their work, this is a predictor of positive outcomes, according to
                     research cited by Chang, Decker, and Scott in Developing Helping Skills.
                     Shaming or chiding a client for failures is counterproductive since it does not
                     help the client’s self-esteem and hinders the positive relationship.

               
               
               
               In other words, counselors use constructive
                     feedback while monitoring progress toward goals while avoiding destructive feedback.

               
               
               
               
                  
                  Constructive feedback: 
                     Specific, well-meaning, and actionable input
                        provided with the intention of improving someone’s performance, behavior, or
                        understanding.

                  

               
               
               
               
                  
                  Destructive feedback: 
                     Criticism or input that undermines confidence or
                        performance without offering constructive suggestions for improvement.

                  

               
               

            
            
            
            
               
               
               Strategy Monitoring Systems

               
               
               
               
                  
                  
                  Strategy monitoring can set an expectation that the
                     counselor believes the client is making positive progress toward their goals. This
                     can occur simply by starting a new session with something like, “Tell me about your
                     progress toward your goals and action plan steps.” Don’t rush strategy monitoring.
                     The process can be extremely helpful to continued progress
                        when done right. For example, if a client sets a goal of building emergency
                     savings and does not make much progress in the first month, the counselor affirms
                     their positive steps and reviews unexpected events or setbacks, then helps the
                     client stay motivated toward that longer-term goal. The counselor
                        avoids considering the initial slow progress to be a trend or pattern yet and
                        instead keeps an open mind.

                  
                  
                  
                  One way
                     to monitor a client’s progress towards their goals using a given strategy is to use
                     outcome charts, which is a way to specify a range of possible outcomes for a goal.
                     For each goal, the chart can have outcome categories such as not achieved/partial
                     progress and achieved/making expected progress. If the client filled out an outcome
                     chart when setting the goal(s), when the client checks back in, the counselor can
                     ask the client to review this form and circle what their results were for each task
                     or goal.

                  
                  
                  
                  Reviewing client satisfaction with their progress using rating scale
                     questions can also help the counselor assess whether the client’s feelings about
                     their progress are improving from session to session.

                  
                  
                  
                  In addition to client self-assessments, counselors who have helped clients develop
                     a
                     financial plan can review the planned versus actual results with the client. For
                     example, if the client’s goal was to start using a budget, the counselor could help
                     the client compare their actual spending versus planned spending for the period to
                     see where the client went over, where the client spent less than the plan, plus the
                     total surplus or deficit. Perhaps they will calculate some ratios.
                        The surplus or deficit and ratios could be compared to these results from before
                        the client had a budget to help show progress, even if the client did not
                        achieve all of their goals. In such cases, let the numbers speak for
                     themselves. Identifying discrepancies explicitly risks harming a positive
                     relationship. Affirmations related to client successes and strengths are
                     effective.

                  
                  
                  
                  In addition to reviewing a client’s objective progress, it is also important to check
                     in with the client to understand their feelings about their progress. How satisfied
                     is the client with their progress? Does the client still see the goal as attainable?
                     Does the client still feel motivated to work towards the goal? Some clients may be pleased with any step in the right direction, while others
                        will be more critical of themselves or feel that their progress is far too slow.
                        The counselor can use reflection and affirmation to highlight and fully explore
                        any positive progress. Use reflection to get the client to elaborate on any
                        progress, even if the client does not consider a completed step noteworthy. For
                        example, if the client negotiated with a creditor, the counselor could ask,
                        “After talking to the creditor, how did you feel about yourself and your debt
                        situation?”

                  
                  
                  
                  If the client feels that progress is too slow, perhaps the tasks need to be broken
                     down more so that some smaller steps can be completed. Or perhaps the client needs
                     more education on the process or the tools used to complete a step. Be sure to avoid
                     using education to imply there is only one right way of doing something. It is one way. If the client needs to have a difficult
                        conversation with someone, perhaps a role-playing exercise can help the client
                        prepare. The counselor might use directing to invite the client to try something
                        new or consider a different way to accomplish a given task. Giving homework is
                        also a form of directing. The counselor could also use self-disclosure to share
                        their own struggles with implementing a given financial plan of their
                        own.

                  
                  
                  
                  In addition to interventions, the counselor and client could revisit the goals or
                     action plan to determine if the timelines are appropriate. Some
                        things may be taking longer than expected, and changing the plan to be more
                        attainable or making other adjustments may keep clients motivated. The client’s
                        situation or environment may change, and this could also require plan
                        modifications.

                  
                  
                  
                  At the end of a session where another session is scheduled, invite the client to
                     think about positive aspects of their behavior, such as, “When we next meet, come
                     prepared to discuss one positive aspect of your financial behavior that you feel
                     went well, and you want to keep doing. You might be surprised with your results.”
                     Assignments such as these can help with positive progress.
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