
Twelve Steps to a Life of Financial Peace 

 
Step 4: Building the Foundation – Debt Elimination 

“Most men spend money they don’t have on things they don’t need to 

impress people they don’t like.”  Patrick Morley, The Man in the Mirror. 

  

 The number one enemy to a life of financial peace is consumer debt.  And 

the biggest cause of consumer debt accumulation is simply spending more than 

we can afford for things that really are not necessary.  Most of the time, when we 

sit down in front of the stack of credit card bills, we cannot even remember what 

we bought. 

 If you want to reduce and eliminate your debt, you first have to “stop the 

bleeding”.  That means getting really serious about a real budget.  That does not 

mean simply writing out a budget and then feeling guilty that you over-spent at 

the end of the month.   

 In fact, drastic measures will probably be necessary.  You have to 

anticipate your income for the month and spend every dollar on paper before the 

month starts.  Then, you have to get radically serious and commit to the plan.  

You may even need to resort to the age-old envelope method.  That’s right, the 

same plan your grandma probably used.  It might sound corny in this high-tech 

era, but it did work for grandma and it will work for you.  When you write out 

your plan each month, your goal is to identify every possible dollar you can use 

for paying off debt.  Do not forget to include expenses, which are not paid every 

month.  You will need to put away funds to cover these items.   

 Now that you have the plan on paper and know how much can be 

allocated toward debt, you will need to prepare a schedule of all your debts.  This 

includes everything; credit cards, consumer loans, student loans and auto loans. 

The only one you can leave off for now is the home mortgage.  List out each debt 

with its current balance and minimum payment amount.  Now arrange them in 

order by current balance from lowest to highest.   

 Each month you will work off of this debt list.  You will pay minimum 

payments on everything, except the first one on the list.  You will allocate as 

much as you can toward that one until it is paid off.  Once it is paid off, you will 

cross it off and go to work on the next one.  Do not make a new list.  Keep the old 

one with the crossed out accounts.  It will help keep you motivated to continue 

moving forward.  As you eliminate the smaller accounts, you will free up more 

dollars each month from the minimum payments to be applied to the next one.  

This is referred to as a “debt snowball”.   

 Some clients have told us that this is really difficult, because there is just 

not enough income to provide anything left over to pay off debt.  Well, there are a 

couple of ways you can address this.  First, what do you have that can be sold?  

Have a huge garage sale and apply everything you make toward the debt.  Also, 



many people have a car payment that is completely out of line.  My advice to you 

is to sell the car and pay off as much of the car loan as possible.  Then, take out a 

loan for a couple of thousand dollars more than the remaining pay-off balance.  

Use this loan to buy a very inexpensive very used car.  The payment on the new 

loan balance will be significantly less than the old car payment.  Once the loan is 

paid off, you can upgrade to a three or four thousand-dollar car.  Eventually, you 

will be paying cash for a very nice car, but for now you have to pay your dues.   

 Secondly, what type of part-time job can you find?  There are plenty of 

jobs that pay fairly well.  It might be something you think is a little “beneath 

you”.  If you are serious you will be willing to take the humiliation for a while.  

The benefits of doing so will last a lifetime.   

 I realize that this might sound a little weird.  However, just remember, 

doing what most people consider normal is what put you in the position you are in 

today.  The day you finish with all of your debt will truly be a day to celebrate.  

Your life will never be the same!   
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