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The global economic crisis has led to an increase of
individuals in problematic consumer debt situations. More
and more people seek help in over- coming financial
difficulties (Loibl et al. 2010). Helping these individuals in
an effective and efficient way is of the utmost importance,
since it is known that a problematic financial situation has
a considerable impact on the quality of life of the individual
(and family) involved (Kasser et al. 2014; West 2003;
Zaleskiewicz, Gasiorowska, and Kesebir 2013). Finan- cial
problems are not only stressful on an individual level, but
are also a societal concern.

Despite the widespread practice of different forms of debt
or credit counseling, research on the specific workings and
particularly the effectiveness of counseling interventions
remains limited (Elliehausen, Lundquist, and Staten 2007;
Fernandes, Lynch, and Netemeyer 2014; Hartarska and
Gonzalez-Vega 2005; Schuchardt et al. 2009). On financial
education pro- grams, a body of research does exist on the
relationship between finan- cial education and the
knowledge, attitudes, and behaviors of consumers.
Although the results of these studies are mixed (Fox,
Bartholomae, and Trombitas 2012; Garcia 2011; Gutter
and Renner 2007; Parker 2010; Schuchardt et al. 2009;
Winter, Lihrmann, and Serra Garcia 2013), the general
conclusion is that financial education results in more
financial knowledge (Lyons and Neelakantan 2008), but
appears to be insufficient for making the transfer from
knowledge to behavior (Hawkins and Kim 2012; Kennedy
2013). Individuals need to be motivated to translate their
knowledge into healthy financial behaviors (Burk 2011;
Xiao, Cheng, and Chen 2014).

Because there is no evidence that financial education



leads to a long-term behavioral change, a combination of
financial education and a form of psychological counseling
is generally recommended (Anand and Lea 2011). For a
behavioral change to occur, a financial education program
needs to be embedded in a long-term (counseling) process
in which the participant is supported in setting and
achieving goals, and in maintaining the new learned
behaviors. Approaches include financial counseling,
financial coaching, and financial therapy—all of which differ
slightly in their meaning but encompass a form of
intervention that combines the enhancement of financial
skills through education with a form of psycho- logical
support. Financial coaching is anchored in behavioral
change and not in transferring financial knowledge; it is
client-directed; and it aims to empower clients by making
them the decision maker (Mangan 2010). Financial
counseling includes a broad range of services for
individuals experiencing financial difficulties, tailored to
their specific needs. It can be administered face-to-face,
but credit counseling through telephone has also become a
widespread practice (Elliehausen, Lundquist, and Staten
2007). Financial therapy is a form of help in which financial
planning and fam- ily therapy are combined (Archuleta and
Grable 2011). Although the exact definition of and theory
behind financial therapy is an ongoing process, as stated
by Gale, Goetz, and Britt (2012), it embeds financial
planning and counseling in a setting that pays attention to
family dynamics and their role in the forming and
continuation of financial difficulties.

To provide financial care for people at risk of
experiencing financial difficulties, it is important to take
account of the available scientific information on this
subject. For financial education in general, various
literature reviews are available (see e.g., Fernandes, Lynch,
and Netemeyer 2014). This is not the case for combined
financial education and counseling for at-risk populations.
Therefore, the central aim of this literature review is to
summarize what is known about contents, form, and
effectiveness of programs for combined financial education
and counseling aimed at at-risk populations. Because of
the added effects of group dynamics and for reasons of
efficiency, special attention will be paid to group-based
interventions. The following research questions are
explored:



1. What are the goals of financial education and
counseling?

2. How can change in financial behavior be achieved
with programs combining financial education and
counseling?

3. What is known about the effectiveness of existing
programs for combined financial education and
counseling aimed at at-risk populations?

THEORETICAL BACKGROUND

Many practice-based initiatives exist to help at-risk
populations cope with their financial difficulties. However,
theoretical perspectives on behavioral change are
important to understand how and why changes occur. They
also provide clues on how to stimulate and facilitate
behavioral change, and how people can be motivated to
change their behavior in a structural way. While multiple
theories exist which explain (motivation to) change
behavior in general, three perspectives have applied and
adapted the theory in order to specifically explain financial
behavior (Ozmete and Hira 2011): the Transtheoretical
Model (TTM) of Change (Prochaska, DiClemente, and
Norcross 1992), the Theory of Planned Behavior (TPB;
Ajzen 1991), and the Self-Determination Theory (SDT;
Deci and Ryan 1985).

Transtheoretical Model of Change

The TTM of change stands out because of its numerous
applications to financial behavior (Burk 2011; Grubman,
Bollerud, and Holland 2011; Palmer, Goetz, and Moorman
2008; Schuchardt et al. 2007; Shockey and Seiling 2004;
Spader et al. 2009; Sprow 2010; Xiao et al. 2004b,c; Xiao
and Wu 2006b,c). Despard and Gina Chowa (2010)
conclude that the TTM may act as a conceptual bridge
between the worlds of clinical social work, psychotherapy,
and personal finance. The TTM focuses on behavioral
change and claims that individuals move through six
stages from precontemplation to termination, herewith
arguing that changing a behavior is not a linear process
(Prochaska, DiClemente, and Norcross 1992; Prochaska
and Velicer 1997). The TTM can be used to determine



participants’ readiness to change, so that individuals can
be classified according to their stage of behavioral change
(see e.g., Burk 2011; Gutter, Hayhoe, and Wang 2007;
Lyons 2004; Lyons, Howard, and Scherpf 2010; Shockey
and Seiling 2004; Xiao et al. 2004c¢).

Precontemplation is the stage in which individuals do not
experience the need to change their behavior. People in
the contemplation stage are aware that they exhibit a
problematic or unhealthy behavior and intend to change
their behavior within the next 6 months. People who are
going to change their behavior in the next month are
assigned to the preparation stage. The action stage is
populated by those who made modifications to their
behavior in the last 6 months. Maintenance is seen as the
stage in which people who have already changed their
behavior need to make sure they keep up the modifications
and do not relapse. Termination was later added as a sixth
stage (Burk 2011; Prochaska and Velicer 1997), and
concerns individuals who do not experience temptation to
fall back into their old behaviors. Relapse is not seen as a
separate stage but is regarded as a return from action or
maintenance to an earlier stage (Prochaska and Velicer
1997).

Besides the identification of the stages delineating when
changes occur, the TTM also explains how these changes
happen by means of 10 processes of change. These
processes have to be applied by an individual to move from
one stage to another. Whereas individuals apply cognitive,
affective and evaluative processes to move through the
early stages, in later stages behavioral processes of
counterconditioning, contingency management,
environmental controls, and support for making progress
are used (Xiao et al. 2004c). Designing financial education
interventions to meet the needs of the stages can help
individuals to progress in the process of behavioral change
(Collins, Baker, and Gorey 2007; Lyons, Howard, and
Scherpf 2010; Shockey and Seiling 2004; Spader et al.
2009; Xiao et al. 2004c).

Theory of Planned Behavior
A second theoretical approach that explains how to

achieve financial behavioral change is the TPB. This theory
is designed to predict and explain human behavior in



specific contexts (Ajzen 1991) and is an exten- sion of the
Theory of Reasoned Action (TRA, Chudry, Foxall, and
Pallister 2011). Both TRA and TPB consider the intention
to perform a certain behavior as a central factor in
changing behavior: a stronger intention will more likely
lead to behavioral changes. Intention itself is explained by
two factors in the TRA: attitudes (feelings about or
evaluations of a behavior) and subjective norms (an
individual’s perception of the opinions of family and peers
on behavioral performance) (Chudry, Foxall, and Pallister
2011; Collins, Baker, and Gorey 2007). The TPB adds a
third factor, perceived behavioral control (Ajzen 1991).
Perceived behavioral control is defined as “the person’s
belief as to how difficult or easy performance of the
behavior is likely to be—and beliefs about resources and
opportunities may be viewed as underlying perceived
behavioral control” (Ajzen and Madden in Sahni 1994).
Ajzen (1991) proposed two versions of the TPB: one
where perceived behavioral control is seen as an
independent predictor of intention, and a second one in
which perceived behavioral control exerts an influence on
both the intention to perform a behavior and the behavior
itself. Both versions of the TPB were confirmed by Sahni
(1994), although study of spending habits and activities of
students provided evidence for this direct link only in the
case of an expensive purchase. Xiao and Wu (2008) and
Shim, Serido, and Tang (2012) confirmed that perceived
behavioral control influences both intention and behavior.
More recently, the TPB has been used in several studies
to explain and predict financial behavior (Chudry, Foxall,
and Pallister 2011; Collins, Baker, and Gorey 2007;
Cornelis and Storms 2013; Croy, Gerrans, and Speelman
2010; Rutherford and DeVaney 2009; Sahni 1994; Sari and
Rofaida 2011; Shim et al. 2009; Shim et al. 2010; Shim,
Serido, and Tang 2012; Sotiropoulos and d’Astous 2013;
Xiao 2008; Xiao et al. 2011; Xiao and Wu 2006a; Xiao and
Wu 2008). Because Ajzen (1991) stated the TPB to be open
for development, many authors added other variables:
involve ment with money (no impact on intended behavior),
decision-making style (no impact on intended behavior)
and past behavior (impact on intended behavior) (Chudry,
Foxall, and Pallister 2011), planning horizon (impact on
actual behavior) (Shim, Serido, and Tang 2012),
satisfaction with the service of a credit counseling agency



(impact on intended behavior), debt-reducing behavior
(impact on intended behavior), and other financial
behaviors (negative impact on intended behavior) (Xiao
and Wu 2006c).

Many studies provided evidence for the applicability of
the TPB in empirical research. Attitude appears to be the
most dominant predictor of intended behavior, followed by
parental norms (Shim, Serido, and Tang 2012) or
perceived behavioral control (Sotiropoulos and d’Astous
2013; Xiao and Wu 2008). Mixed results are found
concerning the impact of social norms on intended behavior
(Sahni 1994; Sotiropoulos and d’Astous, 2013). Whereas
subjective norms did not have a significant impact on
intention in research of Xiao and Wu (2008), Sotiropoulos
and d’Astous (2013, 190) found that social norms—and not
attitude—have an impact on the propensity of young
consumers to overspend on credit cards.

Other studies revealed the existence of other variables
that exert an impact on financial behaviors; financial
knowledge (Shim et al. 2010) and planning horizon
(measured as the time period that is most important to the
respondent, from the “next few months” to “longer than 10
years”) (Shim, Serido, and Tang 2012). The conclusions of
Croy, Gerrans, and Speelman (2010) are in line with these
results and state that respondents experience more
behavioral control when their perception of planning
importance and planning prepardness was greater, and
that experiencing more behavioral control generates
greater intention to actually perform the behavior. Based
on these findings, Shim, Serido, and Tang (2012) advocate
for the addition of a financial planning horizon factor to the
TPB, because saving and future-oriented financial
behaviors demand a distant horizon.

Self-Determination Theory

Another theory that has been applied to financial
behavior is the SDT, widely used to explain behavior in
numerous settings. The theory was developed by Deci and
Ryan (1985) and states that three important needs can be
identified to explain intrinsic motivation, self-regulation,
and gen- eral psychological well-being: competence,
autonomy, and relatedness (Ryan and Deci 2000).
Concerning financial behavior, SDT has mainly been



applied to concepts such as materialism and conspicuous
consump- tion (Kasser et al. 2014; Stone 2012; Stone,
Bryant, and Wier 2010).

Burroughs et al. (2013) theorize that materialism can be
explained as a lack of fulfillment in the need for autonomy,
competence, and connectedness. Unmet psychological
needs are postulated to lead to a feeling of insecurity,
which in turn makes the individual placate these needs with
material objects. Hawkins and Kim (2012) argue that
poverty invokes feelings of powerlessness and lack of
autonomy, because changing saving and spending habits is
difficult on a very tight budget. To ameliorate these feel
ings, individuals may engage in conspicuous consumption
and mood repair behavior, a cycle leading them further into
debt. As long as the higher-order psychological needs are
not met, programs aimed at reducing materialism and
conspicuous consumption will not be successful.

Well-being is also negatively related to financial
difficulties according to Irving (2012). They state that
financial difficulties are psychologically distressing because
the needs for competence and autonomy are not met,
which, in line with SDT, leads to diminished coping
mechanisms. It is therefore important to focus on goal
setting and attainment in any form of financial planning,
since this will achieve a sense of competence and
autonomy, which will enhance well-being.

Hawkins and Kim (2012) stress that spending and earning
money is also about exchange and relatedness, both
financially and psychologically. For people in poverty,
money is experienced as a communal property, used as a
tool to help those within a social network. It is important for
those working with people in financial difficulties to
acknowledge this and incorporate it into interventions.

Stone, Bryant, and Wier (2010) translate the concepts
from the SDT to fit financial behavior specifically. The need
for competence is translated to financial competence or
self-efficacy, which is defined as the perceived competence
to successfully manage one’s finances in daily life. Financial
autonomy constitutes the belief that financial decisions are
made based on one’s own interest and beliefs (Stone,
Bryant, and Wier 2010, 109). The concept of relatedness
is split into two separate concepts: trust and support. Trust
refers to the belief that the people one is close to can be
trusted to help when financial issues arise, while support



refers to the belief that financial resources can be used
to support communities and studies demonstrate the
validity of this model (Gard and Dittmar interpersonal
relationships (Stone, Bryant, and Wier 2010, 110).

METHOD

In order to collect all available literature, a systematic
search was conducted using Web of Science, Ebsco,
Science Direct, Springer Link, Psychinfo, and Google
Scholar. Relevant search terms were identified and applied.
Based on examination of the literature found using the
search terms, a selection of relevant sources was made.
Table 1 provides an overview of the different search terms
used and how they were combined. To focus our search on
the three research questions mentioned above, we chose
to combine search terms on financial help with theoretical
perspectives that explain financial behavior change. No
additional exclusion criteria were applied during the
general search.

The literature search rendered 4,211 results in total (this
includes doubles). A first selection on relevance to our
research questions was made based on title and abstract of
the sources. After reading the complete works of the
selected articles, additional sources were excluded because
they were not relevant to the research questions. In this
study, we focus on interventions that combine financial
education with counseling, are aimed at at-risk
populations, and include a form of face-to-face contact. In
total, 104 sources contributed information on one or more
of the aspects discussed in the results section. Through
cross-references, additional sources were added to this list.



Table 1
An Overview of the Different Combinations of Search Terms Used in the Systematic Review,

and the Number of Hits

Financial Financial Financial Financial Finan Cre Bud De De Financ
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WHAT ARE THE GOALS OF FINANCIAL EDUCATION AND
COUNSELING?

According to the OECD (2014), an increasing number of
countries recognize the necessity of improving financial
literacy. Despite this, only a few countries have already
set standards for financial literacy. These standards differ
among countries, but according to the OECD (2014, 29),
the common topics are “money and transactions, planning
and managing finance, risk and rewards, and an
understanding of the financial landscape, including
economic  concepts and consumer rights and
responsibilities.” Remund (2010) stresses the importance
of a clear and universal concep tualization of what financial
literacy entails. An important distinction to make is that
between financial literacy and capability. Financial literacy
is often defined as a person’s ability to understand financial
concepts in order to make good financial decisions as a
consumer (Fox, Bartholomae, and Lee; and Vitt et al. in
Despard and Gina Chowa 2010, 24). Although skills to
apply the knowledge one gains from financial education are
mentioned in the definition, the focus in many studies is on
gaining sufficient knowledge to manage one's own
finances. Financial capability, on the other hand, implies
successful application of these skills. This distinction has
consequences for the aims and contents of financial
education and counseling, but also for the way in which
successful outcomes are measured. While financial literacy
can be measured using knowledge tests, financial
capability demands measurements that also test skills and
the degree to which a person is successful in his personal
financial management. Many studies demonstrate that
financial literacy alone is not enough to achieve behavioral
change (Chudry, Foxall, and Pallister 2011; Despard and
Gina Chowa 2010; Edouard 2011; Elliott and Kim 2013;
Kennedy 2013; Parker 2010; Way and Wong 2010; Xiao,
Serido, and Shim 2012).

However, there seems to be no consensus in the
literature on which personal finance principles are needed
by every adult (Lyons, White, and Howard 2008; Sprow



2010). Cultural factors and differences in financial systems
between countries make it difficult to reach consensus.
Many programs have been developed, mainly in the United
States, but the con- tent and the approach of these
programs differ substantially (Carswell 2009; Collins and
O’Rourke 2011). Lyons, Palmer, Jayaratne, and Scherpf
(2006b) conducted a survey with financial education
providers. Three topics were treated in almost all of the
programs: budgeting and cash flow management (93.4%),
credit/debt management (91.6%), and savings and
investment (88.6%). Other topics covered in financial
education pro- grams are income versus expenses,
budgeting, goal setting, credit and debt management,
consumer skills, checking or savings account, insurance,
bankruptcy, legal matters, investing, home administration,
and homeownership (see, e.g., Calderone et al. 2013;
FDIC 2007; Gutter and Renner 2007; Lyons, Chang, and
Scherpf 2006a; Lyons, Howard, and Scherpf 2010; Lyons,
White, and Howard 2008; Shockey and Seiling 2004).

Very little research is available on what people feel they
need in order to manage their own budget (Schuchardt et
al. 2009). One study made explicit inquiries about the
topics and skills clients felt were important in financial
education. Bailey, Sorhaindo, and Thomas Garman (2003)
found that almost half of their respondents desired
education on budgeting and money management and
saving for future needs (both 48%). Other topics
mentioned by a substantial group of the respondents
mainly concerned understanding several financial
concepts, rights and products and avoiding adverse
financial situations/risks.

Studies often conclude that focusing on knowledge alone
is not enough (Hawkins and Kim 2012; Shim et al. 2010;
Shockey and Seiling 2004; Subactagin-Matto and
Goncalves-Rorke 2010). In order to achieve a long-term
behavioral change and the development of positive
financial behaviors, several conditions must be met: a set
of healthy and positive attitudes, a supportive social
network of people with good financial behaviors, and the
confidence that one can use its knowledge to make wise
choices (Shim et al. 2010). For this reason, a course should
encompass the following topics (Xiao et al. 2011; Xiao,



Cheng, and Chen 2014; Xiao, Serido, and Shim 2012):
transfer of knowledge in order to avoid risky behavior and
to engage in positive behaviors; improve financial
capability by increasing financial self-confidence; teach
participants how to handle available information so that
they can achieve financial well-being; include the practicing
of skills. Gutter and Renner (2007) asked their participants
which activities they found most useful. Activities that
scored highest were applications of financial skills (doing
your own taxes) and several activities that provided insight
into one’s financial situation and behavior (keeping a
spending diary, balance sheet, etc.).

One final point is that in order to change behaviors, the
goals and targets of an educational program need to be
realistic. Some goals are unattainable as long as the
financial situation of the participant does not change.
Therefore, programs need to distinguish between
behaviors that can be changed quickly and behaviors that
require a more profound and structural change of a person’s
financial situation before they can be changed (Lyons 2005;
Lyons, Chang, and Scherpf 2006a; Lyons and Neelakantan
2008). Financial standards and the financial situation of the
participants have  to be considered when financial goals
are established (Danes and Rettig 1993). When applied to
the effectiveness of financial education programs, Lyons,
Chang, and Scherpf (2006a) stress that the best measure
of program “success” may be related to whether the
participants receive the financial skills needed to make
decisions that are applicable to their specific financial
circumstances.

HOW CAN WE ACHIEVE CHANGE IN FINANCIAL BEHAVIOR?

In looking at the question on how behavioral change can
be achieved, there are several important themes worthy of
consideration: program content and characteristics,
motivating clients, group work, and use of modern media.

Program Content and Characteristics
As noted in the goals section, adapting a program to the

needs of participants appears to be important. Therefore,
the topics treated in financial coaching sessions will vary



with the audience and can range from basic life skills as
keeping track of income and spending to asset
accumulation or avoiding foreclosure (Collins, Baker, and
Gorey 2007). In addition to the varied topics being
discussed in financial education programs, the literature
search also revealed differences in approach and duration
of the educational programs, ranging from a 60-to-90-
minute online or telephone course to programs lasting
several years.

Lyons, Palmer, Jayaratne, and Scherpf (2006b) found in
a survey with financial education providers that 41.2% of
them most often used work- shops or seminars as a
teaching method, followed by 21.2% who used mainly
multi-session courses and 20.0% who mostly utilize one-
on-one financial counseling. The literature search
revealed that educational programs often combine
multiple teaching methods. Besides traditional approaches
such as lectures, group discussions, and supporting
materials as lesson plans, instructor’s guides and train-the-
trainer sessions, work- books, handouts, and overhead
slides (FDIC 2007; Gutter and Renner 2007; Lyons, Chang,
and Scherpf 2006a; Lyons, White, and Howard 2008),
more active and modern approaches are used as well:
hands-on activities, budgeting activities, financial
calculators, checklists, assessment tools, storytelling,
audio track, video, and comics (see Calderone et al. 2013;
Lyons, Chang, and Scherpf 2006a; Lyons, Howard, and
Scherpf 2010).

A noteworthy teaching method is the use of
simulation, because it promotes problem solving by
simulating a real-life scenario with- out real-life
consequences (Shockey and Seiling 2004; University of
Wisconsin-Extension, Cooperative Extension 2008). Fox,
Bartholomae, and Lee (2005) and Fox, Bartholomae, and
Trombitas (2012) discovered that students had higher
financial knowledge scores on topics in which they already
had experience (such as car insurance). In research by
Palmer et al. (2010), students had to track their expenses
using an online tool. Stu- dents found keeping track helpful
in changing their spending patterns and it helped them to
be more aware of their spending habits. These findings are
consistent with recommendations that not only knowledge
should be taught in financial education programs, but that
attention has to be given to practicing skills. Knowledge



and skills seem to strengthen each other.

A final remark made previously by multiple authors, and
that we endorse, has to do with the framing of the financial
education program. Although the courses studied by FDIC
(2007), and Gutter and Renner (2007) can be taught as a
whole or on a stand-alone basis, authors as Parker (2010),
Collins, Eisner, and O’'Rourke (2013), Collins and O'Rourke
(2012), Collins, Baker, and Gorey (2007), and Loibl et al.
(2010) stress the importance of long-term guidance. The
financial knowledge taught in a course should be practiced
and applied, thus making a stand-alone approach of
financial education insufficient (Parker 2010). By adding
other services (such as matched savings accounts, long-
term financial training, workshops) to an educational
program, the impact can be strengthened (Collins, Baker,
and Gorey 2007; Loibl et al. 2010; Sherraden et al. 2011).

Motivating Clients

An essential part of behavioral change is motivation. It
is important to stimulate clients to manage their budget
in @ conscious manner, and to ensure that participants
continue in their efforts. How to best address these issues
can be linked back to the stages of change from the TTM
(see Burk 2011; Shockey and Seiling 2004; Xiao, O’Neill et
al. 2004). For individuals in the first stages, it is important
that they become aware of their behavior and the changes
they can make. Courses aimed at transferring financial
knowledge and skills may not be suitable for them; these
should be targeted to individuals who are already
convinced of the changes they could make and need tools
to achieve these changes (Shockey and Seiling 2004).
Keeping someone motivated is just as important to avoid
relapse. Therefore, the courses need to be arranged in such
a manner that it is in the interest of the participant to
continue the participation.

Rowley, Lown, and Piercy (2012) undertook a study with
women who self-reported to have improved their financial
behavior in the last two years. They found that two types
of motivators lie at the basis of a financial behavioral
change and helped to move through the stages of change:
(1) circumstantial motivators such as emotions, life
transitions, or financial status, and (2) underlying
motivators that are directed toward a goal or caused by



a financial crisis. They concluded that individuals who are
intrinsically motivated are more successful at achieving
behavioral change. Similarly, Lyons, Howard, and Scherpf
(2010) found that debtors whose financial situation could
be attributed to events such as illness or unemployment
were more likely to improve financial knowledge and
behavioral intentions than debtors whose financial
situation was caused by poor financial management. These
results are in line with the SDT, but also the TPB: perceived
control is stronger when the decision to change is made by
oneself rather than others, which in turn strengthens the
intention to behave consistent with the decision (Schifter
& Ajzen in Danes and Rettig 1993). Dolan et al. (2012)
argue that financial information and education can change
behaviors by changing minds, but that this works best for
those who are open to learning. Human decisions are
receptive to changes in the environment, and by changing
the context decisions can be influenced. The authors state
that nine contextual factors may affect our behavior
(MINDSPACE): messenger, incentives, norms, defaults,
salience, priming, affect, commitments, and ego. They
conclude that the most effective interventions on
behavioral change need to focus on changing minds (as
most interventions already do) and on changing contexts,
focusing on different elements of MINDSPACE. For
example, when individuals are told about the benefits of a
financial education course by a familiar person who
previously attended the course, they are more likely to
participate themselves (messenger effect).

Some useful suggestions in motivating individuals are
the use of communicative and motivational tools such as
motivational interviewing (Palmer et al. 2010) and
narrative approach (Hawkins and Kim 2012). These tools
are focused on raising awareness and stimulating
behavioral change by posing some questions about the
actual behavior of the clients and on how this behavior will
affect their future. This self-discovery has proven to be
very effective in raising awareness (Larimer & Cronce in
Palmer et al. 2010). A study by Hawkins and Kim (2012)
discusses a narra- tive approach, where one retells one’s
story in order to find an explanation for the exhibited
behavior. They found this approach promising, because it
helped to connect earlier experiences with current
behavior, and to reveal problems and solutions. For clients



in budget and debt relief who find them- selves in the first
stages of the TTM of change, it may be a technique to raise
awareness.

Preventing dropout is another important motivation
issue. Practical strategies to achieve this are using
scheduled appointments, incentives, deadlines, and a
signed contract. The use of incentives is, however, subject
to fierce debate in the work field. Collins, Baker, and Gorey
(2007) and Dixon (2006) stress the importance of rewards
such as a matched savings account (IDA), access to bank
accounts, or providing a savings account. However,
providing external motivation through incentives may limit
intrinsic motivation.

Group-Based Interventions

Group dynamic aspects such as peer support appear of
added value in comparison to individual programs.
Morrison (2001) concludes from a review in several
(health-related) areas that group and individual interven-
tions are comparable in their effectiveness. The efficiency
of group work makes it preferable over individual therapy
from a policy-based perspective by reducing costs and staff
deployment.

Being surrounded by peers may also be an advantage in
the behavioral change process. Peers become a source of
emotional support and information to each other, which
decreases isolation and increases self-efficacy (Baker and
O’Rourke 2013; Collins, Eisner, and O'Rourke 2013; de
Greef, Segers, and Verté 2010; Guada, Conrad, and Mares
2012). Research by Curley (in Parker 2010) confirms the
beneficial effects of a peer mentoring group as a source of
encouragement and support in the process of making
financial changes. Sherraden and colleagues (in Parker
2010) found in their interviews with participants of
financial education that learning from peers in an informal
environment is valued. In a study funded by the
National Endowment of Financial Education®, financial
educators indicated that teaching methods that require
input from the participants are most effective by drawing on
learner experiences, group discussions, and educators
sharing their own stories (Tisdell, Taylor, and Sprow 2011).

However, Burlingame, MacKenzie, and Strauss (2004)
warn against oversimplifying the group versus individual



comparison. Both have specific characteristics, which may
be an advantage or disadvantage to the process of
behavioral change. It is not self-evident that individual
theories of change can be translated from individual to
group formats; often an adaptation is necessary. Group
dynamics play an important role in the formation and
workings of any group. Burlingame, MacKenzie, and
Strauss (2004) describe the stages in this process as
“forming, storming, norming, performing and adjourning.”
In the first session(s), the group is formed (“forming”) as
group members get to know each other, followed by a
discovering of the norms and values in the group and
possible conflicts between these and the norms and values
of the individual members (“storming”). After this
exploration, consensus on the group norms will be reached
(“norming”), after which the core intervention process can
take place (“performing”). When the intervention is
finished, the group process is terminated and members go
their separate ways (“adjourning”). It is important to
incorporate these stages in any group-based intervention,
particularly the first three stages. If group consensus on
the norms is not reached, the performance of the group
will be hindered.

Other general factors to take into account are the
characteristics of the group leader and the match between
the personality traits of the group members and trainers
(Burlingame, MacKenzie, and Strauss 2004). Introverted
individuals tend to focus mainly on task performance, while
extraversion often goes together with a focus on group
dynamics. Large differences within a group or between the
group leader and the group may lead to tension and
diminished performance. A large body of literature exists
regarding group leadership, an in-depth discussion of which
is beyond the scope of this study; however, group leaders
should have knowl- edge and experience on both the content
of the group-based program and the principles of group
dynamics and leadership, and should understand the specific
living circumstances of the group (Shockey and Seiling
2004). Lyons, Chang, and Scherpf (2006a) recommend a
train-the-trainer program to enhance the knowledge, skills,
and self-confidence of the group leader. With regard to
financial coaching, Collins, Eisner, and O'Rourke (2013) list
several specific advantages and disadvantages of working in
groups. The advantages include those mentioned before,



that the peers are a source of support and recognition. Being
a member of a peer group also made the members feel less
alone, which is especially important in high-risk populations.
This is consistent with interview findings of Sherraden et al.
(2005), whose participants said they felt more at ease to ask
questions and to open up about their own experiences once
they noticed the (socioeconomic) similarities with their
peers. This attitude enhanced the learning experience for
all participants. The group members also valued the fact
that they were themselves a source of advice to others.
This may lead to elevated levels of self-esteem and
autonomy. The feedback peers gave each other helped
them to set realistic goals and expectations, and gave them
helpful advice on communication strategies. Lastly, peer
pressure in the group made the members more committed
to the group and the goals they set.

The disadvantages listed by Collins, Eisner, and
O’Rourke (2013) appear to be mainly points of attention
for group formation and management. Group size may have
an effect on group dynamics, since large groups may make
members less willing to share personal information.
Collins, Eisner, and O'Rourke (2013) did not find an ideal
group size in their literature review, but noticed that most
groups were smaller than twelve members. Another
possible disadvantage is too much heterogeneity in the
background of the group members. When large differences
exist, the feelings of recognition may diminish and learning
styles may differ to a degree that makes it difficult for the
group leader to reach all members of the group in the same
way.

On the other hand, Collins, Eisner, and O'Rourke (2013)
suggest that transferring large amounts of information may
best take place in individual sessions. Groups appear to be
more suitable for experiential learning. Confidentiality is an
important theme in general, as discussing personal
financial matters may be a highly sensitive subject.
Participants in a study by Turnham (2010, 80) appear to
favor individual counseling for discussing financial matters,
because of "“greater privacy, greater focus on one’s
individual situation, less time spent on information or
issues not directly relevant, and more time to ask
questions.”

Use of Modern Media



Traditionally, financial education programs are delivered
in person, but the literature search revealed some
examples of programs delivered online or by telephone.
Online courses are gaining ground because they are less
expensive (Lyons et al. 2006c) and are always available for
clients, enabling participants to choose a suitable moment
and thus accommodating their needs (Lyons, Howard, and
Scherpf 2010). Several articles explicitly recommend the
use of modern media, digital resources and game-based
learning as an addition to more traditional approaches
(Davis et al. 2012; Romero and Usart 2013; Way and Wong
2010) given their casual and low-key nature. For example
the telenovela “Nuestro Barrio” (Spader et al. 2009) is
successfully used to provide financial education to Latino
immigrants who may not otherwise seek out information
on this subject. In the light of the TTM, programs such as
this one could be used to move people through the stages
of change to a point where they are open and motivated to
receive more formal financial education and coaching.

Several examples of game-based learning in financial
education can be found in the literature (Maynard et al.
2012; Romero and Usart 2013; Way and Wong 2010). In
these games, participants receive information and can
practice their skills in financial management in a safe
gaming environment, which also provides feedback on how
they perform. Comparable to the telenovela, these games
may be used to reach clients who are not yet open to other
forms of financial education and coaching (Maynard et al.
2012). They can also be used as a tool to practice new
skills between sessions in a financial coaching program. An
example of this is the "“Piggymojo” application, which
makes it possible to register savings made when resisting
the temptation of impulse buys. A saving goal can be set
and progress can be tracked and shared with others (Davis
et al. 2012). Programs such as this one can be used to
complement more traditional forms of financial education
and coaching, and allow trainers and possible peer group
members to track progress and celebrate achievements.

WHAT IS KNOWN ABOUT THE EFFECTIVENESS OF
EXISTING PROGRAMS?

Frentzel et al. (2010) conclude from a literature review



combined with interviews that highly targeted, proactive,
and individually tailored forms of counseling appear to be
most effective. The information provided should be tailored
to the specific target group as much as possible. According
to them, effective dissemination of information is more
difficult than designing the content of a program.
Behavioral change is most likely to occur when
participants “saw the benefit of performing a particular
behavior, when they believed that they could perform the
behavior, when barriers to performing an activity were
reduced, and when the social support necessary to carry
out the behavior was available” (Frentzel et al. 2010, 5).

Collins, Eisner, and O'Rourke (2013), Collins, Baker, and
Gorey (2007), and Collins and O'Rourke (2010) provide a
financial coaching program conducted according to the
GROUP model, which consists of the following components:
Goal, Reality, Options, Understanding others, Perform. The
program consisted of eight weekly sessions led by two
coaches. Each session provided a combination of financial
education and coaching, with activities that allowed the
participants to practice the financial skills they acquired
(see Baker and O’Rourke 2013 for some examples of these
activities). Participants created group rules together and
celebrated their achievements at the end of the program.
Preliminary results show that the financial coaching
program leads to a positive change in attitude and
financial behavior (Baker and O’Rourke 2013). Earlier
studies on individual coaching demonstrated that coaching
clients are more likely to have financial goals, and are
more confident in achieving those goals (Collins and
O’Rourke 2012, 50).

However, some limitations deserve our attention. The
first is a very important one and concerns the motivation
to participate in a financial education and counseling
program. Individuals who choose to take part in such a
program are more likely to be already motivated to learn
and to change their financial behaviors (Haynes-Bordas,
Kiss, and Yilmazer 2008). Therefore, the positive results of
studies on effectiveness may be explained by the strong
motivation of the participants. This may be particularly
valid for the participants in follow-up studies (Haynes-
Bordas, Kiss, and Yilmazer 2008). These individuals may
be more motivated than others, or demonstrate more
satisfaction with the program than other participants who



did not respond to the follow-up survey, and this might
influence the results. In obligatory courses, participants
may be less motivated, although programs such as IDA
also offer incentives, which may have a motivational effect.

Furthermore, measuring the effectiveness of educational
programs itself is a difficult task (Collins and O’Rourke
2010; Haynes-Bordas, Kiss, and Yilmazer 2008; Hira 2009;
Huston 2010; Xiao et al. 2004a). An important limitation is
the period that is taken into account. It is highly possible
that the effect of an educational program will be different
when measured directly after the last session than when
asked some time later (Haynes-Bordas, Kiss, and Yilmazer
2008). Only five of the studies listed in Appendix S1 used
a follow-up survey, ranging from a few months after the
intervention to 48 months later (Calderone et al. 2013;
Collins 2010; FDIC 2007; Haynes-Bordas, Kiss, and
Yilmazer 2008; Mills et al. 2008). Although four of the
follow-ups show positive outcomes, the aforementioned
time frame is too limited to truly speak of long-term and
substantial behavioral changes. This is confirmed by the
fact that the study with the longest follow-up (Mills et al.
2008) found very weak and limited effects. Moreover, the
positive outcomes found in the experimental group were
also found in the control group.

This raises another concern: the use of control groups.
Some of the discussed studies used a control group
(Calderone et al. 2013; Collins 2010; Mills et al. 2008;
Sherraden et al. 2011), enabling them to more likely
attribute effects found to the intervention. On the other
hand, classifying possible participants to the treatment
group or control group is an ethical discussion in this
matter. For example, the study of Mills et al. (2008) made
it impossible for participants in the control group to enroll
in an IDA-program during the four-year study period.
Given the vulnerable position in which many participants
find themselves and the help they may miss out on because
of the allocation to the control group, this study design
should only be made after careful ethical considerations.

DISCUSSION

The central aim of this literature review is to identify



what is known about the content, form, and effectiveness
of programs for combined financial education and
counseling for at-risk populations. Two main goals of
financial education and counseling programs can be
deduced: raising awareness about their current financial
behavior and improving knowledge and skills. Both goals
should be included in any financial education and
counseling program for at-risk populations. Raising
awareness could motivate clients to change their
behaviors, helping them to move through the stages of
change of the TTM of change. Providing knowledge and skills
helps them to achieve these changes.

The literature emphasizes that it is important to adjust
financial education and counseling programs to the specific
financial situation of the participants. Furthermore, one
has to be ready to participate in a financial education
course. This readiness is referred to as the “teachable
moment” (Beck and Neiser 2009; Lyons, Howard, and
Scherpf 2010; Lyons, White, and Howard 2008) or “just-in-
time education” (Carswell 2009; Fernandes, Lynch, and
Netemeyer 2014). As Hastings, Madrian, and Skimmyhorn
(2012) state: it is of little use to teach high school students
about mortgage rates when it will likely be many years
before they start to actively use this knowledge. Financial
education is best tied to taking important financial
decisions, like buying a home, getting a loan, and leaving
budget or debt relief, because this would increase
relevance and motivation to succeed, and avoid forgetting
(Beck and Neiser 2009; Carswell 2009; Fernandes, Lynch,
and Netemeyer 2014). Moreover, financial behavior
change requires time, and therefore effectiveness cannot
be measured in terms of weeks or months. An ideal
research design should include long-term evaluation of
knowledge, skills, and financial behavior and situation.

In general, groups appear to offer important advantages
for financial education and coaching, particularly through
peer support and recognition. When designing group
programs for financial education and coaching,
confidentiality and group characteristics should receive
special attention. It also appears that the use of modern
media fits well within programs that use multiple
intervention strategies simultaneously.

Existing studies provide some insight into the



effectiveness of financial education and counseling
programs. However, the exact mechanisms that make the
programs work remain unclear. Most programs consist of
multiple modules, and they all include a combination of
education and counseling. Future research should focus on
the link between specific elements of programs and their
effectiveness.

The theoretical models of behavior change could also be
applied more directly to help in understanding these
mechanisms. Although the TPB and the SDT are used to
explain financial behavior, their role in empirical studies on
interventions is limited. We recommend including more of
the insights of these theories when designing and studying
financial education and counseling programs. We
hypothesize that the TTM of change may help to explain
why financial education is more effective for some partici-
pants than others. Motivation seems to be an essential
condition to benefit from financial education and to achieve
financial behavioral change. In addition to this, we
hypothesize that any financial education and counseling
program that wishes to achieve lasting financial behavioral
change should incorporate principles from the SDT and the
TPB. Developing autonomy, competence, and self-efficacy
requires knowledge, practice, and experiencing successes.
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