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Your Path to Prosperity: How Small Habits Lead to Big Results! 

Debt can feel overwhelming, but with the right strategy, you can regain control 
of your finances and work toward a debt-free future. Choosing the best 
method for paying off debt depends on your financial situation, interest rates 
and personal motivation. Here are the most common methods for paying off 
debt, along with their advantages and disadvantages. 

 

1. Debt Snowball Method 

The debt snowball method involves listing all your debts in order of total amount owed, smallest to 
largest, regardless of interest rate. You focus on paying off the smallest debt first while making minimum 
payments on the others. Once a debt is eliminated, you roll that payment into the next smallest debt, 
creating a "snowball" effect. 

This method can help you realize some quick wins and keep you motivated to continue.  It also helps 
build positive financial habits and is easy to follow.  However, it may pay more in interest and high-
interest debts may take longer to pay off. 

 

2. Debt Avalanche Method 

The debt avalanche method involves listing all your debts in order of interest rate, smallest to largest, 
regardless of total amount owed.  It prioritizes paying off debts with the highest interest rates first while 
making minimum payments on lower-interest debts.  

This method reduces overall interest costs and may reduce debt faster than the snowball method.  
Progress may not be noticeable at first, which can be discouraging.  This method requires discipline to 
maintain. 

 

3. Debt Consolidation 

Debt consolidation combines multiple debts into one loan or balance transfer credit card, ideally with a 
lower interest rate. This simplifies repayment and may reduce monthly payments. 

This method can help manage payments easier by combining all debts into one.  With a lower interest 
rate, you will pay it off faster, saving money in the long run.  However, loan companies may require good 
credit scores to qualify and some loans have fees or higher rates after an introductory period.  This 
method can lead to more debt if spending habits aren’t controlled. 
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4. Debt Management Plan (DMP) 

A debt management plan (DMP) is a structured repayment program offered by nonprofit credit counseling 
agencies. They work with your creditors to negotiate lower interest rates and combine payments into a 
single monthly installment. 

This method gives you professional guidance from credit counselors who provide a clear, structured 
repayment plan which will help reduce interest rates and late fees.  However, it involves closing credit 
accounts and negotiating debt repayment with credit card companies which may affect your credit score.  
This can also take several years to complete and some creditors may not participate. 

 

5. Bankruptcy 

Bankruptcy is a legal process that allows individuals to either eliminate their debts (Chapter 7) or 
restructure them under a repayment plan (Chapter 13). This should be considered only as a last resort 
when debts become unmanageable. 

Bankruptcy will stop creditor harassment and wage garnishments and give you a fresh financial start for 
those in extreme debt.  However, your credit will be damaged significantly for around 7 – 10 years.  Some 
debts, like student loans and taxes, may not be discharged and you may lose assets, depending on the 
type of bankruptcy filed. 

 

Tips for Success 

1. Create a Budget – Track your income and expenses to help determine where your money is going.  
Budgeting tools or apps like Mint, YNAB or spreadsheets can help manage finances. 

2. Choose the Right Strategy – Consider your personality and financial situation.  If motivation is a 
challenge, the snowball method may work best.  If minimizing interest is your priority, start with 
the avalanche method. 

3. Cut Unnecessary Spending – Identify ways to reduce spending, such as dining out, subscription 
services and impulse buying.  Redirect these savings toward debt payments.  

4. Increase Your Income – A part time job, freelancing or selling unused items you already own can 
provide extra income. 

5. Automate Payments – Set up automatic payments to make sure you never miss a due date and 
avoid late fees.  This will help your credit score over time. 

6. Negotiate Lower Interest Rates – Reach out to creditors to ask for a lower interest rate.  Credit 
card companies may be willing to lower rates if you have a good payment history. 

7. Avoid Taking on New Debt – Avoid large purchases unless absolutely necessary and resist the 
temptation to use credit cards while repaying existing debt. 

8. Build an Emergency Fund – Start saving at least $500 to $1,000 to cover unexpected expenses 
and rebuild this savings anytime you need to access it.  Having an emergency fund prevents you 
from falling back into debt. 

 



  
 

9. Celebrate Small Wins – Each time you pay off a debt or reach a milestone, recognize your hard 
work.  Reward yourself with a small, budget friendly treat to stay motivated. 

10. Stay Consistent – The debt repayment process can be a lengthy process, depending on how 
much debt you have.  Stay focused on your goals and adjust your plan as needed.  Small, 
consistent steps can lead to big financial wins. 
 

Paying off debt requires a combination of the right strategy, discipline and financial awareness.  No 
matter which method you choose, the key is to be consistent and stay committed.  By prioritizing savings 
and committing to financial habits, you create a foundation that supports your goals and dreams. Start 
today, and watch as your financial security grows steadily—effortlessly! 

 

Find Other Helpful Topics 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Securities offered through Avantax Investment ServicesSM, Member FINRA, SIPC. 
Investment advisory services offered through Avantax Advisory ServicesSM. 

Insurance services offered through an Avantax affiliated insurance agency.  
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