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5 Steps To Digging Out Of Debt 

YouÕve heard the advice: if you are in a hole, stop digging. But when you have a lot of 
credit card debt, you may feel like the hole you are in is made of sand: the harder you try 
to climb out, the faster the walls crumble in around you. 

If you have been frustrated by your past efforts to conquer your debt, it may be time to 
take a fresh look at your situation and create a strategy that will work. 

First Step: Survey the Situation

Instead of deciding that tomorrow you will Òget on a budgetÓ or Ògo on a debt diet,Ó take 
a deep breath and plan to spend a week or two getting a handle on where you are, how 
you got there, and where you want to go. 

Assessing your situation can be one of the hardest steps in the whole process. Like 
stepping on the scale at the doctorÕs office, it can be downright intimidating to find out 
exactly how much you owe. But skip this step and you are not likely to make progress. 

You need to know four things: 

1. How much you owe, to whom, and the interest you are paying on each of your credit 
cards and other debts. 

2. How much income you have to work with right now, (and not how much you hope to 
bring in if you land the new job or hit the lottery numbers.) You can use the calculators at 
www.UnionDebtHelp.org to help you track your income. 

3. Where you are spending your money. Carry a small notebook with you for a couple of 
weeks and write down every penny you spend, as soon as you spend it. Then, review 
your credit card statements and bank statements for other bills you need to pay. Use a 
notebook or online worksheet at www.UnionDebtHelp.org to track your budget. During 
this step, youÕre not trying to second-guess purchases or beat yourself up for mistakes Ð 
youÕre just gathering information. 
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Once you have gathered this information, it is time to evaluate. Armed with this 
information, you can use online calculators at www.UnionDebtHelp.org to get a clear 
picture of how long it will take to pay off your debts and whether you can realistically do 
it yourself.                                                 - more -

Tip: If you discover your expenses are greater than your income, or your calculations 
reveal you cannot pay back your debt in less than three to five years, skip to step five 
immediately. 

Second Step: Gather Your Tools 

Whether your debt just crept up on you, or was caused by an unexpected event like 
unemployment or medical bills, you need the right tools to help you climb out of the hole. 

If you prefer to work on your computer, you can create your own spreadsheet or use a 
money management program like Quicken to track your income, expenses and progress. 

If you are the pen and paper type, you can use a notebook along with envelopes 
earmarked toward various expense categories. In one envelope, for example you can put 
the amount of cash you have budgeted toward food for the week or the month. Another 
can be earmarked for transportation. 

Your credit reports and scores are also an important tool, because the better your credit, 
the more leverage youÕll have to negotiate lower interest rates. Get your credit reports 
and scores. DonÕt be surprised, though, if your score is not quite as high as you hoped. 
The debt you are carrying counts for nearly a third of your score, and can lower your 
score. Union members can save on credit report services at www.UnionPlus.org/
CreditScore.

Third Step: Use All Your Resources

Rather than beating yourself up for past mistakes, try to look at your situation as an 
opportunity to get creative, learn how to better handle your money, and get ahead. 

Call your current card issuers and ask for a lower rate, or transfer a high-rate balance to a 
lower-rate credit card. Watch out for expensive balance transfer fees, however, and 
choose a card with a low fixed rate whenever possible. 

Hold a garage sale or try selling things you donÕt need anymore on eBay. Use the money 
you raise toward paying off your highest rate debt. 
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Set up online bill payments for your accounts so you donÕt have to worry about missing a 
due date and paying a late fee Ð or having your interest rates rise as a result of the missed 
payments. 

If you get a tax refund, earmark at least part of it for debt repayment. Better yet, adjust 
your withholding and put the extra money toward your debt. 

- more -
You will find more penny-pinching ideas and calculators at 
www.UnionPlusRetirement.org.  

Fourth Step: Take It Slow But Steady

It takes most people two to four years to pay off their credit card debt. That means you 
need to prepare yourself mentally for a marathon, not a sprint. If you try to cut back too 
much on your spending, you may find yourself splurging and slipping back in the hole. 
You are also likely to encounter setbacks from time to time. When that happens, take a 
deep breath, review your successes, and keep on chipping away at your plan. 

Fifth Step: Ask for a Helping Hand

You may feel overwhelmed, embarrassed or even ashamed by your money troubles, but 
millions of other people have been down the same road. DonÕt be afraid to get advice 
from a non-profit credit counseling agency like Union Plus Credit Counseling 
(1-877-833-1745 or www.UnionPlus.org/CreditCounseling). A credit counselor may also 
be able to offer valuable suggestions to help you get a handle on your budget.

If your interest rates are too high, your credit counselor may also be able to help you set 
up a Debt Management Program (DMP) where you make one monthly payment to the 
counseling agency and they pay all your creditors. With a DMP, your interest rates may 
be lower and fees will often be waived. 

Although that hole may seem pretty deep right now, with a plan, some determination, and 
a willingness to learn, you can find yourself back on top againÉdebt free!

# # #


