When someone is burdened with debt, the stress can be overwhelming—emotionally,
mentally, and financially. But there’s hope. One of the most effective tools to regain
financial control is an individualized debt management plan (DMP). Unlike generic
advice or one-size-fits-all solutions, a DMP is a customized strategy tailored specifically

to a person’s unique financial situation. Let’s walk through how one is formed.
1. Gathering the Full Financial Picture

The first and most crucial step in creating a debt management plan is gathering all
relevant financial information. This includes listing all sources of income, fixed and
variable monthly expenses, outstanding debts (credit cards, medical bills, personal
loans, etc.), interest rates, and minimum payments. The goal here is clarity—knowing
exactly what is coming in, going out, and owed. A coach or counselor may assist in

building a monthly budget to understand where every dollar is going.
2. Analyzing the Debt

Not all debt is created equal. Some debts carry higher interest rates (like credit cards),
while others may have more favorable terms (like a mortgage or student loan). During
this stage, each debt is evaluated based on its balance, interest rate, and payment
structure. This analysis helps prioritize which debts to tackle first and which strategies to

use for repayment.
3. Crafting the Strategy

Once the financial details are clear, the actual plan begins to take shape. There are two
primary methods for paying off debt: the debt snowball and the debt avalanche. The
debt snowball focuses on paying off the smallest balances first to gain momentum and
psychological wins, while the debt avalanche targets the highest interest debts first to

save money on interest.



The chosen method depends on the individual's personality, financial goals, and what
will keep them motivated. In many cases, combining tactics or customizing them further
may be the best route. For example, someone might use the snowball method for quick

wins but switch to the avalanche method after gaining traction.

4. Automating and Monitoring the Plan

Consistency is key in any repayment strategy. Setting up automatic payments for
minimums and snowball payments helps remove the guesswork and temptation to skip
a month. It's also important to monitor progress regularly—monthly or quarterly
check-ins ensure the plan stays on track and allows for adjustments if life circumstances

change.

5. Building Habits and Preparing for the Future

An individualized DMP isn’t just about getting out of debt—it’s about staying out. Along
the way, individuals learn how to manage money, build emergency funds, avoid new
debt, and prepare for future goals like saving for a home or retirement. This

transformation of financial behavior is what makes the plan sustainable.



