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At present, nobody can think of life without debt. Debt has become an integral part of everybody's
life. While making a personal financial plan, it is important to take into consideration how much debt
you have. Understanding how much debt you have can help you plan out your budget competently.
At the same time, it is important that you sincerely try to pay off your bills and don't acquire further
debts. Debt can create a vicious cycle and hinder you from moving ahead in life.

Why does debt arise?

There are two types of debts - secured and unsecured. Examples of secured debts are car loans
and mortgages. Unsecured debts include credit card debts, personal loans, medical bills, utility bills
etc. Debt can arise due to a number of reasons. People borrow money without properly assessing
their repayment ability. They often spend more than what they earn. They don't believe in adages
like "prevention is better than cure" or "cut your coat according to your cloth". With easy buying
facilities offered by credit cards, they go on a spending spree. By using credit cards, they don't need
to make cash payments whenever they buy something. They simply can't resist the temptation of
using credit cards. When they realize the damage they have done to themselves, it's too late. They
have piled up a huge amount of debt that is almost impossible to pay off.

There are other reasons why debt keeps piling up.

Unexpected events like divorce, unemployment, an automobile accident, death of a family member
can contribute to accumulation of debt.

The role of personal finance in paying off debts

Paying off debts is definitely a challenging task. If you can make a sensible budget and stick with it
sincerely, then you're on the way towards financial independence. In order to get credit card debt
consolidation, you should be disciplined in making your payments on time. Group all your incomes
and expenditures. See where you can cut down on your expenses. Change your spending habits.
Make a commitment to spend less than what you make each month. If you have invested your
money in investment vehicles like stocks, bonds, forex and real estate, try to diversify your
investments so that you can get the maximum return. In addition, try to raise your income by
different means like going for a second employment, doing overtime, selling items that you don't
need any more, offering babysitting services and so on.

When you're thinking about paying off your debts through restructuring your finances, you should
also consider creating an emergency fund. Earmark a portion of your income for creating this fund.
An emergency fund can save you from financial crunches and credit crunches.

Debt education as a part of personal financial management

You should appropriately handle your debts to achieve both your short and long term financial
goals. Once a difficulty is detected, you can start to take the necessary measures to better your
financial condition by getting familiar with financial topics. You should keep in mind that inadequate
handling of your bills can have a negative impact on your future generations as well. You must learn
to differentiate between your needs and wants and only buy something that you can afford to pay
back. You can educate yourself on various personal finance topics through reading books from the
library, using a personal finance and budgeting software or attending community classes.
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You can also read articles on financial topics on the Internet to enhance your knowledge of debt
management. Debt counseling services are also offered by non-profit organizations. They can help
you understand how credit works and advise you on debt and money management skills so that you
don't acquire or fall into debt again and again.

Remember - debt is a curse for you. Don't let it spiral out of control and always try to avoid it at any
cost.
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