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CHAPTER 7

CONSIDER 
WHETHER 
TO FILE FOR 
BANKRUPTCY



MEANS TEST
Provided by United States Department of Justice, “Census Bureau, 

IRS Data, and Administrative Expenses Multipliers,” April 2017, 
https://www.justice.gov/ust/means-testing/20170401
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COMMONWEALTH 
OR U.S. TERRITORY

FAMILY SIZE

1 Earner 2 People 3 People 4 People*

Alabama $43,476 $52,970 $60,367 $70,940

Alaska $62,326 $85,281 $86,944 $97,831

Arizona $46,779 $58,684 $62,227 $72,052

Arkansas $39,265 $48,602 $55,175 $67,486

California $52,416 $70,245 $75,160 $84,059

Colorado $55,858 $72,037 $81,496 $95,117

Connecticut $62,929 $80,974 $91,867 $113,409

Delaware $51,703 $68,041 $77,862 $93,811

District of Columbia $51,907 $99,046 $99,046 $113,478

Florida $44,576 $55,344 $60,636 $72,382

Georgia $43,274 $56,301 $62,483 $73,202

Hawaii $61,057 $73,656 $85,099 $98,059

Idaho $46,779 $55,532 $57,240 $71,195

Illinois $50,765 $66,487 $76,406 $91,216

Indiana $46,412 $57,558 $66,148 $77,566

Iowa $47,147 $63,760 $70,989 $83,522

Kansas $47,591 $63,327 $72,981 $83,528

Kentucky $42,589 $51,524 $57,696 $72,863

Louisiana $43,063 $53,080 $59,303 $71,957

Maine $48,842 $60,398 $67,690 $81,950

Maryland $63,401 $81,507 $92,819 $112,685

Massachusetts $61,102 $76,414 $93,755 $113,651

Michigan $47,088 $57,366 $68,192 $82,985

Minnesota $52,785 $70,889 $85,033 $101,762

Mississippi $37,051 $46,712 $50,614 $61,182

Missouri $44,994 $57,288 $65,260 $81,172

Montana $47,675 $58,348 $64,970 $79,929

Nebraska $47,071 $66,165 $71,939 $83,719
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* Add $8,400 for each individual in excess of 4.

Nevada $47,057 $61,609 $61,983 $72,918

New Hampshire $62,357 $75,367 $89,188 $108,702

New Jersey $62,933 $75,305 $93,656 $114,886

New Mexico $43,104 $57,704 $57,704 $60,256

New York $51,408 $66,056 $75,870 $91,998

North Carolina $42,946 $55,722 $64,521 $72,830

North Dakota $53,523 $71,100 $81,166 $96,473

Ohio $46,242 $57,938 $68,361 $83,040

Oklahoma $43,986 $56,532 $61,386 $69,061

Oregon $50,333 $61,553 $70,877 $80,170

Pennsylvania $51,138 $61,271 $75,018 $90,821

Rhode Island $50,318 $68,303 $77,079 $100,468

South Carolina $43,256 $55,598 $61,453 $71,876

South Dakota $42,245 $63,684 $66,535 $81,509

Tennessee $43,270 $53,887 $60,042 $69,160

Texas $46,709 $61,704 $65,713 $76,842

Utah $56,638 $62,903 $71,047 $79,710

Vermont $54,121 $67,202 $80,415 $92,951

Virginia $56,456 $71,871 $82,395 $97,731

Washington $59,154 $72,460 $79,754 $92,727

West Virginia $45,401 $48,325 $56,781 $71,399

Wisconsin $48,407 $62,914 $76,179 $89,245

Wyoming $59,974 $71,971 $80,219 $82,871

Guam $40,152 $48,008 $54,708 $66,204

Northern Mariana Islands $26,964 $26,964 $31,370 $46,139

Puerto Rico $23,758 $23,758 $23,758 $29,502

Virgin Islands $31,857 $38,288 $40,824 $44,725
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for money is what you’d get if you sent your money to work at a tradi-
tional bank by depositing it in a money market account or certificate of 
deposit (CD). Between 1.0 and 2.0 percent right now. Not great.

However, higher- risk jobs pay much better. Higher risk means higher 
expected pay or returns. If you put your money to work in the stock mar-
ket, the historical wage you can expect is around 10 percent per year, 
every year. If you sent $100 to work in the stock market, you’d expect to 
earn $10 per year (more or less, depending on how the market is doing).

The magic happens in the second year. Now you’d have $110 
working for you— the original $100 and the $10 earned for one year of 
work. By the end of the second year, you could expect to make 10 per-
cent on $110, or $11 in wages, for a total of $121. In the third year 
you’d make $12.10 in wages for the work your money performed. This 
is called compound growth. If you kept reinvesting all your earnings, 
your money should grow exponentially. If you did this for forty years, 
not adding any extra money, you’d have a total of $4,525.93.

Money, invested over time, grows. That is the time value of money.

The growth of $100 invested at 10 percent for forty years.

Now let’s get back to the other direction— growing debt. How 
does a credit card company work? They could invest their money in 
the stock market, so why are they giving it to you or me?

They’ve found a very high- risk, high- paying job, like a stunt per-
former. The work is dangerous because people like you and me might go 
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bankrupt or fail to pay our debts. Therefore, the credit card companies 
charge a very high fee to let us use their money. We are borrowing their 
money and using their employees’ labor, so we need to pay for it.

The monastery was paying around 19 percent interest on our credit 
cards, only making minimum payments, and adding small charges 
each month that exceeded the minimum payments. As a result, the 
total balance kept growing and growing.

Here is what 19 percent interest looks like on $1,200 over forty years 
without paying down the balance. It compounds to $1,262,001.01. 
That isn’t a typo. That’s a Debt Avalanche.

The growth of $1,200 invested at 19 percent for forty years.
Compound interest graphs provided by dinkytown.net financial calculators.

In time, we had to take on debt to make the minimum payments 
on the old debt. Credit cards love it when you get stuck in the Debt 
Avalanche. That is their business model. Then you are trapped under 
a mountain of debt. It is like signing up to become an indentured 
servant for life.

Get Out of Debt with a Debt Snowball

If you are already deep in debt, I’m sorry. That sucks. Getting out of 
debt is an entire book unto itself, but please avoid all the credit con-
solidation and credit repair companies. They aren’t there to help, just 
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THE TIME VALUE OF MONEY

A DEBT AVALANCHE
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Source: MSCI2
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proved to be an exception to the rule. Finding higher returns with 
less risk is like seeing a leprechaun riding a unicorn while dancing to 
Louis Armstrong’s “What a Wonderful World.” It’s awesome.

This information isn’t an isolated data point. From May 1994 
through March 2018, the MSCI KLD 400 Social Index had an 

From Monk to Money Manager_content.indd   178 1/9/19   2:58 PM

The MSCI data contained herein is the property of MSCI Inc. (MSCI). MSCI, its affiliates, and its information providers 
make no warranties with respect to any such data. The MSCI data contained here is used under license and may not 
be further used, distributed, or disseminated without the express written consent of MSCI.


