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INTRODUCTION

What prompted you to pick up this book? Are you stressed about money? Are you worried about your overspending or your inability to save? Maybe your finances are sound but you still can’t overcome your anxieties about money. Perhaps disagreements about spending are driving a wedge between you and your partner, or maybe you’re having trouble talking to your children or other family members about money. Whether you’re having difficulties managing your stock portfolio or struggling just to make ends meet, know this: You are not alone. Just about everyone has a complicated relationship with money, and more people than you realize have money relationships that are downright dysfunctional. And just about everyone believes the “Big Lie” about personal finance.

What is the Big Lie? It’s the accusation that your financial difficulties are your fault, that they stem from your being lazy, crazy, greedy, or stupid. Well, they aren’t, and they don’t. Trust us on this. We’ve spent years consulting with, coaching, and counseling couples and individuals struggling with money problems. If we’ve learned anything from that experience, it’s that chronic self-defeating and self-destructive financial behaviors aren’t driven by our rational, thinking minds. The truth is, they stem from psychological forces that lie well outside our conscious awareness, and their roots run deep, deep into our past.

Consider the following stories, shared by some of the people we’ve worked with.


BRIDGET: I was given up for adoption at the age of two, because my mother couldn’t afford me. My birth parents had divorced and my mother couldn’t support all five of us children so she gave three of us up for adoption. I was in foster care for about two years and I stopped unpacking my suitcase because I would change foster homes with what seemed like no notice. A family adopted one of my older sisters, and when they found out she had a sister in the orphanage they tracked me down. I remember the day my adoptive parents came to my foster home. They were driving a red car. I remember going up in front of the judge and telling him I wanted to go live with them. I remember feeling like such a big girl, twirling around and around in the big wooden chair next to the judge’s desk. I was four and a half.

My adoptive family was very loving but very dysfunctional. My father was a happy drinker. He wasn’t ever abusive but he could certainly tie a drunk on. My mother was, I think, an undiagnosed manic-depressive. She’d be fine one minute and then the next she was horribly depressed, telling us we were about to lose our house and she didn’t know where the money was going to come from. I remember, even as a young child, feeling very fearful that if the family ran out of money, they’d send us away again, me or my sister or both of us. Even if we managed to stay together, we might lose our house and everything we had because we didn’t have enough money.



What lessons about money do you think that little girl learned? What attitudes about finances did she bring with her into adulthood, and how did they affect her and her relationships? You might expect that she’d come to associate not having enough money with emotional abandonment or that she’d grow up unable to trust or rely on anyone.

And you’d be right. From the time she was a young girl, Bridget constantly worked and saved, but she refused to spend any of her hard-earned money—she believed that money and money alone meant security. But no matter how much she saved, she never really felt secure. She was always waiting for the other shoe to drop.

But you’d also be wrong, because Bridget’s sister reacted very differently. While Bridget became compulsively self-reliant, her sister became passive, dependent, unable to believe she could take care of herself at all. She sank into decades of addiction and homelessness before righting herself.

This story illustrates that similar circumstances may have very different effects on different people. That’s why each of us has to explore and discover our own money history, without worrying about how we “should have” reacted to the situations we faced.


PAUL: My third brother died shortly after he was born. During the delivery my mom kept telling the nurse, “There’s something wrong! There’s something wrong!” By that time she’d been through eight deliveries, so she had some idea when things weren’t right. The nurse called the doctor, but he was at the country club playing golf. He didn’t make it to the hospital until it was too late and so my brother died.

A month later, the doctor came out to our house in his brand-new Thunderbird. My father and I were out in the yard. The doctor got out of the car and he told my father to pay his bill or he was going to make sure that my father went to jail. My parents’ sense was, this man’s need to play golf had killed my brother. So my father grabbed the doctor and threw him up against the Thunderbird and said, “You do whatever you want, but if you continue to pursue me about this bill, I will kill you.” He opened the car door and threw this skinny little doctor into the seat and slammed the door He turned to me and said, “I want you to mark that well, Paul. All he cares about is his money, not the life he destroyed.”

That message followed me all the way through my life. I grew up with the idea that the rich are greedy and they really don’t care about people. I grew up believing that money had become their god. I decided that money didn’t matter and what I needed to do was just work hard, do a good job, and be known for that.



As an adult, Paul didn’t want to become known as the kind of person who cared only about money, so he shied away from dealing with money or even thinking about it. He had trouble negotiating for salary increases, saving for the future, or investing, and he had even more trouble when he tried to relax and enjoy time with his family because “working hard” was his only measure of self-worth. And as a helping professional himself, he never wanted to be caught “playing” in case someone needed him in a crisis.

It’s easy to see how traumatic experiences like Bridget’s and Paul’s can make such profound and lasting impressions. But it doesn’t take tragedy on this scale to shape our ideas about money, its uses and its meaning. In fact, most of us form our attitudes about money through much more ordinary experiences, doing what all children and adolescents do: observing the influential adults in our lives and puzzling out the reasons for their behavior.


STEPHANIE: When I was twelve years old my parents moved us to the Upper East Side of Manhattan. We’d come from a middle-class community and suddenly we were living in one of the most affluent places in the world. I saw how very privileged people lived their lives, and in some ways my family lived like this, too. We had a big apartment in an exclusive building. We took vacations abroad. There was always money for education, and for art and culture and books. However, my mother often complained about money. We “didn’t have enough,” my dad “didn’t make enough,” and she “had to be so frugal.” These comments and complaints, always directed at me, were what I now know to be a manifestation of financial incest. Financial incest in the sense that she was talking to me about her and my dad’s financial problems, which had nothing to do with me. What was I supposed to do with all of that? She complained that we couldn’t afford the fancy clothes or the summer homes that people around us had. On top of that, my mother was really not well mentally and some days she never even got dressed. The apartment was always a mess and I couldn’t bring friends home, so even though we lived in this place that was supposed to be so great, so expensive, I was always ashamed.

I trace much of the problem I’ve had with money as an adult to those conflicting messages about money. Being totally baffled by all things financial. How do you know there’s enough? What is important to spend money on, and what isn’t? What’s the reality, the beautiful building or the horrible apartment inside? I just wanted to ignore the whole issue of money growing up and then later as an adult. After I got married, I just turned all thoughts and decisions about money over to my husband. I never questioned anything. I didn’t want to know anything. Even when he asked for my thoughts, I avoided the conversations.



Stephanie’s childhood confusion and shame led to her passivity as an adult. She married a man who took control of their finances and their lives, expecting her to stay home and focus all her efforts on raising their children and supporting his climb up the corporate ladder. Grateful for the certainty and the structure, she was happy to go along—until he decided to divorce her, leaving her destitute and alone.


Everything went fine until the day he came home and told me he wanted a divorce. He took advantage of my financial ignorance. He told me that we needed to save money and that his lawyer could handle the details for both of us. I found out years later that he had transferred most of our assets to his new flame in the months before he told me he wanted a divorce. Though we had been living a solid middle-class lifestyle, when the divorce was finalized there was nothing left to share. I ended up penniless, homeless, living out of my car, feeling totally defeated with no resources. I lost everything. I didn’t have a job or any training for one. It took me seventeen years to rebuild my life, from scratch.

LEWIS: I had a habit of never carrying much money, maybe a dollar in my billfold, because my father was rich and we lived in a small town. I was able to go where I wanted to and get what I wanted and my mother would settle up later with the stores. I really never had any dealings with money. Once in college I got a notice that I had overdrawn my account. When I called home to see what it meant, my mom told me not to worry about it. My father was part owner of the bank, so whenever I overdrew my account, money was just automatically put back in. Sort of like magic. But the other side of that was, I didn’t make any of my own decisions. My father picked the car I drove, the college I went to, all that.

To sum up, I was raised in a relatively privileged place in the middle of a poor farming community. I found that embarrassing and it made me feel set apart and guilty. Then, being as I was kept away from any information about money or how it worked, and prevented from making my own decisions, even when I went to college … what I learned from that was, money has power, and it wasn’t necessarily the kind of power I wanted. Although, later in my life, without realizing it, I did try to exercise that power with my own children.



Lewis’s story shows how, despite our best intentions, money scripts and behaviors are often passed down through the generations. Despite his resentment of the way his own father controlled him through money, Lewis replicated that relationship with his own children. He used money to try to dissuade his daughter from marrying a man that he didn’t think was worthy of her, telling her that he wouldn’t pay a dime toward their wedding. By withholding financial support, he tried to keep his other daughter from moving away when she wanted to try to make it on her own in New York City. He told his son that he would not support him financially for his college education unless he agreed to attend the one Lewis wanted him to go to. When his children became adults, Lewis would offer them money but always with strings attached. In addition to using money to control his children, he also financially enabled them. They became dependent on handouts from Dad and constricted by all the conditions that went along with them.


ALLISON: From the time my mother and stepfather got married, when I was almost seven, they’ve always been what they call “behind the eight ball.” They never discussed money problems with us directly but there were always comments like “Money doesn’t grow on trees, you know” and “We’re one big expense away from real trouble.”

I didn’t see it then, but my mother had serious issues with spending. She’d always say we didn’t have any money, but then she’d go on these shopping sprees, buying clothes for herself and us and antiques for our house. I’d always pay real close attention, waiting for those sprees, because I knew if I could go along with her, I’d get something, too. My father always took a “head in the sand” approach, very disconnected from our financial situation, agreeing to things even if they didn’t make sense, just to avoid a fight. Not good messaging, either way.

When your parents aren’t on the same page, when one of them continually warns you, a child, about your family’s impending financial devastation, yet spends like crazy, and the other parent acts like everything’s fine no matter what, it’s very confusing. As a result, I grew up having no real concept of money. I’ve walked around my entire life thinking, “Oh, money’s no big deal, unless you’re running out, and then you panic.” The concept of making money work for you or knowing how to properly handle it … that was beyond me.



Allison’s confusion over money persisted for years and years. As an adult, she pushed herself to work hard to earn the money she needed to be independent of her parents but she spent it as fast as she earned it. Unconsciously, she had come to associate having money with anxiety and impending crisis. So, anytime she managed to put something away, her anxiety would increase until she found a way to get rid of her savings: a resort vacation, new furniture she didn’t need, dinner for twenty at the most expensive restaurant in town. Though she made a decent salary, she was living paycheck to paycheck.

You’ve just read five descriptions of what we call financial flashpoints—an early life event (or series of events) associated with money that are so emotionally powerful, they leave an imprint that lasts into adulthood. Maybe you recognized a bit of yourself in one or more of these stories. Maybe not. But all of us have experiences like these: dramatic, painful, or traumatic early experiences that become the foundation of our financial struggles in adulthood. As you’ve seen in these examples, financial flashpoints can be heartbreaking and deeply distressing, like Paul’s or Bridget’s experiences. But as the stories from Stephanie, Lewis, and Allison show, they can also be the result of everyday events that are less dramatic but equally powerful, the slow accumulation of the lessons we learn from the adults around us. Those lessons are often very different from the ones our elders think they’re teaching us.

Working with our clients, we’ve found that the lasting power of financial flashpoints has little to do with the events themselves or how we’d interpret them in hindsight, as adults. Rather, they stem from the naive, childhood interpretations that we construct in our efforts to uncover an underlying logic to the baffling, contradictory, often frightening, adult world. And it is from these childhood interpretations of financial flashpoint events that we develop a set of beliefs about money, called money scripts, that shape the way we think about and interact with money as adults. Whether or not these interpretations are accurate or rational is not the point; the source of money scripts’ power is the fact that the beliefs made sense in their original context, in our childhood minds. And the more profound the original event or series of events, the more strongly our emotions lock the subsequent money scripts in place, and the less flexible we are in adapting to changing financial circumstances later in life.

And that’s where the problems arise. Even if our money scripts were very useful when they were formed, they can become destructive if we cling to them and act on them unthinkingly throughout our lives. Because money scripts often operate outside of our awareness, lying unexamined in the deep recesses of our unconscious minds, we are at their insidious mercy. To free ourselves, we must first recognize them and their origins, deal with any unfinished business left behind from the circumstances that triggered them, and learn new ways to think about, react to, and deal with money. In times of stress, these old feelings and beliefs about money may creep in, but once we learn to spot these scripts, separate ourselves from them, and ultimately rewrite them, we can learn to adapt to whatever challenges we face.

What to Do When You Know What to Do—But You Can’t Do It

So how can this book help? And how is it different from other financial books? First of all, we won’t be offering you any advice or tips on managing your money. Many people think that problems with money stem from ignorance about the complicated field of personal finance, and they wrongly believe that the solution lies in gathering more information, collecting more tips and strategies for budgeting and investing. This might help for some people; however, for the majority of us, a lack of information is not the problem. The basics of good financial health are actually quite simple, and more advice telling us to save more or spend less is not going to help.

If you, like the majority of Americans, already know what you should be doing but you can’t put that awareness into action, your problems with money have little to do with a lack of knowledge. In fact, more information and advice can actually entrench our negative behaviors by making us feel “pushed” in a particular direction, and making us feel bad about ourselves. When we wonder, “I know better, why can’t I do better?” the answer we come up with is quite often “There must be something wrong with me.” This is not only unhealthy, it’s counterproductive because the feelings of shame triggered by these thoughts only increase our ambivalence and entrench our resistance. Nobody likes to be told what to do, especially when we already know it. Case in point: Despite hundreds of books, thousands of newspaper and magazine articles, endless TV programs, films, infomercials, radio talk shows discussing the ins and outs of personal finance, there are still millions who are unable to make major changes in their financial lives.

We believe that scolding you about the risks of not having an emergency fund, or the benefits of budgeting, or how much you should be saving is like trying to treat a brain tumor with aspirin: It addresses a symptom while ignoring the disease. Financial advice is not enough to change destructive financial behaviors. So instead of lecturing you on what you already know, we’ll help you find the underlying reasons for your self-defeating and self-damaging financial behaviors—and then show you how to get honest about your relationship with money, and take control of and transform your financial life.

First, we’ll explore the origins of financial flashpoints, those critical “aha” experiences or influences related to money. The most obvious is the family. As children, we gain insights and make assumptions about the world based on the messages, intended and unintended, passed on to us by those closest to us. When we see the people around us reacting to money in certain ways, we internalize that information, which leaves a lasting imprint on us, especially in our most impressionable years. Moving outside the family circle, we’re also influenced by economic events (such as the collapse of local industry, or larger market bubbles and crashes) and cultural influences (such as the media, education, religion, race, gender, and class).

Next, we’ll explore money scripts, the assumptions or beliefs about money—what it means and how it works—that each of us takes away from our financial flashpoint experiences. Then we’ll talk about the unhealthy behaviors—the money disorders—that result. You’ll then learn to recognize your own money scripts (and the unfinished business related to them), their origins, and the negative impact they have on your financial life.

We must start by recognizing our self-defeating behaviors and their root causes, because only once we truly get honest about our relationship with money can we overcome and reverse our limiting or self-destructive financial beliefs and behaviors and develop healthier, more productive ones.

Overcoming the Paralysis of Shame

At this point, you might be thinking that the term money disorders sounds pretty extreme, maybe a little scary. To be sure, money disorders are extreme reactions, and by their nature they create exaggerated behaviors. But that doesn’t change the fact that they are incredibly common, completely normal responses to the difficult life events that we all go through, in some form or another. In our experience, financial pathology typically manifests itself in one of three ways. We might repeat destructive financial patterns learned from our early socialization, either observed within our family or in the broader culture. We might also flee to the polar opposites of those patterns in an attempt to avoid repeating the experiences and consequences of our past. Or we might alternate between those two extremes of behavior, shooting past the middle option in an unhealthy “pendulum swing.” Whatever our particular pattern might be, the end result is an equally unbalanced and damaging relationship with money.

Compounding this problem is the fact that people often feel deeply ashamed of their inability to sustain a healthy relationship with money. When we talk to our clients, many of them describe their past financial behaviors as shameful: “I was awash in shame” or “I was so ashamed of myself.” When we feel shame, we feel worthless, incompetent, and paralyzed. We don’t feel that we’re someone who’s made some bad decisions; we believe we are bad. Shame takes the wind out of our sails. It robs us of power, tells us to just give up. After all, if we’re bad and worthless, not simply a person who has made mistakes, then we’re unworthy of happiness and grace. And if we believe we’re unworthy, we’re less likely to try to change our problematic behavior and we may even unconsciously sabotage our attempts to change. You’ve probably seen glue traps for rodents; well, shame is an emotional glue trap, keeping people mired in a vicious loop of action, backsliding, and inaction.

But we don’t have to remain helpless victims to this cruel, pointless cycle. The first step to breaking free is to recognize that our automatic beliefs about money and the resulting behaviors are not signs that we’re bad or worthless or somehow “broken.” They’re the predictable and normal consequences of experiencing what we’ve experienced. Our beliefs and behaviors are logical outcomes, given who we are, what we’ve been taught, and what we’ve learned to do to survive. Once we embrace our humanity, with all our gifts and flaws, we can begin to take an honest look at our money disorders, and the thinking that underlies them, and make real, ongoing progress toward growth and change. That’s our goal: progress, not perfection.

Changing Your Mind

Before we can start to change our behavior, we have to take a look at the place where it all begins: the mind and its fascinating, sometimes contradictory systems for interpreting and responding to the world. Neurological and behavioral research continues to uncover surprising information about how emotions, thoughts, and actions interact, and how they impact our financial decisions. We’ll pay special attention to how the brain processes traumatic events and their physical, emotional and behavioral consequences. Although financial flashpoints aren’t always traumatic in the traditional sense, they are intense and highly emotional. So understanding the biological and neurological effects of trauma is helpful for understanding the effects of financial flashpoints on our thinking patterns and our behavior.

Throughout the book, we’ll be drawing on stories shared by people who’ve already done the work to resolve their own unfinished business around money, allowing them to heal, transform their lives, and feel at peace in their relationship with money regardless of ever-changing external realities. (We’ve changed only their names and other identifying details.) We’ll also share our own stories, since we come to this process through our own struggles with negative, self-defeating financial behavior. As we like to say, “Our message comes from our own mess.”

And here’s the most important part of our message: Change is possible. In fact, when we remove the mental and emotional blocks, peel off the outer layers, and take a long hard look at the true forces driving our behavior, change is inescapable. Whatever your particular issue is with money, as you read the stories of financial struggle in these pages, you will undoubtedly see something of yourself, and your own story. As you read the real-life transformations from financial pain to peace and prosperity, we hope you will find your own sense of hope and possibility. So if you’re frustrated by your inability to make a change in your financial habits, if you’re tired of feeling anxious about money, if you long for a sense of financial peace and freedom, don’t look for the next aspirin to dull your financial headache. Instead, consider addressing the hidden causes of your pain and using your stress and anxiety as an impetus to radically change your financial life. Now is the time. The benefits can be tremendous.


ALLISON: Once the fear was removed and I could experience a positive relationship with money, I was able to relax and enjoy the ride. It’s made all the difference in my life.

LEWIS: We made a list of twenty-five things we needed either to get information about or get done. Within six months we dealt with all but three of those things on our list. All this has made our relationships—between me and my wife, between us and our kids—stronger. We’re much better now. There’s much more openness.

STEPHANIE: The most surprising thing is how much energy has been freed up as I deal with each money issue and become healthier in my relationship with money.

PAUL: I was able to see that I can find a middle ground between those original beliefs that money and the people who had it were bad. I have been able to develop more reasonable beliefs and behaviors that make more sense for me, give me greater clarity around the whole issue of money. The most freeing part is being able to have these conversations with my wife and to do all of this consciously.

BRIDGET: The whole idea that the amount of money in my bank account equals my image and my self-image—that has shifted. I’ve realized that I already have enough money to support the simple lifestyle that I’ve chosen. I’ve realized that I don’t have to sacrifice everything to have a good life. I’ve accepted that it’s okay for me to take a day off, do nothing, and not make any money. It’s okay for me to enjoy myself.







Part One

THE BIG LIE




  1  

Information Is Not Enough

The basics of financial health aren’t complicated, and they’re pretty much the same, no matter who you are or your level of wealth. They are even the same whether you’re talking about a person, a family, a company, or a country: Save now and invest for the future. Spend reasonable amounts of money to enjoy life and accomplish your goals, but spend less than you earn. Beware of an investment that looks too good to be true, because it probably is.

Pretty simple, right? So why is it that so many of us can’t seem to make those rules work for ourselves? Especially now—at no time in recent history has our collective financial health been more compromised. No matter what measure of disaster you pick—foreclosures, bankruptcies, consumer debt, unemployment—the past two years have set records. (How many times in the last eighteen months have you heard or read the phrase “Not since the Great Depression …”?) Even if your own finances are in order, the uncertainty wears on you; if you were worried about money before, the constant drumbeat of bad news has likely been enough to send your stress levels through the roof.


On October 9, 2008, the U.S. budget deficit hit the $10.2 trillion mark. The National Debt Clock, which has been keeping track of what we owe since 1989, could no longer display all the numbers so the dollar sign was removed to make room. The Durst Organization, the real estate company that owns and operates the clock, plans to install an updated model sometime in 2009. The new clock will display numbers in quadrillions—sixteen digits long. The clock has had several locations over the years and is currently installed near the IRS office. A Durst representative said, “We thought it was a fitting location.”



Today, many researchers agree, the biggest source of stress in our lives is money. According to an Associated Press / AOL poll released in June 2008, as many as sixteen million Americans suffered from high levels of debt stress and accompanying health complaints. This was a 14 percent increase over a similar 2004 poll. In October 2008, when the American Psychological Association released their annual survey on stress, what do you think was the primary source of stress for Americans? A whopping 80 percent said it was money and the economy. That makes sense given the current financial crisis yet it’s nothing new. Year after year, through boom and bust, the APA poll has shown that for the large majority of Americans—over 70 percent—money is the number one stressor, ranked higher than work, health, or children. But why?

Why Is Money So Significant?

In 1992, psychologists Dr. Joe Griffin and Dr. Ivan Tyrrell developed a new psychological framework about basic human needs. Their human givens approach combines current neurological research with earlier work by theorists such as Abraham Maslow. According to Maslow, all humans have a hierarchy of needs, beginning with the most basic physiological requirements for food and shelter and ascending through social, emotional, and intellectual needs. Our needs must be met at one level before we can begin to address our needs at the next.

Griffin and Tyrell build on Maslow’s work by identifying not only universal human needs but also a range of innate resources available to all people to meet those needs. Together, these are the human givens. In this model, each person, regardless of cultural boundaries, has basic needs that are both physical (such as food, sleep, exercise) and emotional (such as security, attention, connectedness). Our psychological health depends on our ability to meet these needs through the exercise of our inherent resources (such as empathy, imagination, and rationality) in effective, productive ways.

In a modern, industrialized society, money is one of the only things that touches on and impacts each and every one of our needs. The effect of money on physical needs is obvious; you can’t have shelter, for instance, without enough money to pay rent or a mortgage. But take a look at the list of emotional needs. Money affects our ability to meet these, too, though some more than others. For example, while it’s always possible to feel a sense of competence and achievement without money, this is certainly more difficult in our culture. The same with status or autonomy.

Plus, since money is concrete and measurable in a way that our needs (love, security, attention) are not, it can easily become so closely linked to our emotional needs that we can’t separate the two. We come to believe that money is love, or security, or attention. Nothing illustrates this better than the story of the Christmas “fancy box.”


DENISE: My father started and developed a very successful business and he uses the fruits of his labor to “reward” us kids. Every Christmas, after all the gifts have been opened, he brings out his “fancy box.” That’s the real centerpiece of the family gift giving, and it’s been that way since I was a child. Inside the box are envelopes with checks inside, addressed to each one of us kids. Or not. Because I’m a girl and because I’m not directly involved in the family business, sometimes there’s no envelope for me. Or there might be an envelope with my name on it, but my brothers each get several envelopes. As the envelopes are opened, the amount of the check is announced to all assembled. My check is always the smallest. Last Christmas, my brothers got three-hundred-thousand-dollar checks, but there was no envelope with my name on it.

Of course I’ve taken a few lessons from this: Money equals love and whoever gets the most money is loved the most. I also learned that money can be used to control and humiliate others. Those lessons have affected my life, all my life.




The Human Givens Institute identifies the following as among our essential, innate needs and capabilities.

EMOTIONAL NEEDS


	Security: a safe environment that allows us to develop fully


	Attention, both given and received: a form of nutrition


	Sense of autonomy and control: having volition to make responsible choices


	Emotional connections to others


	Feeling part of a wider community


	Friendship, intimacy: knowing that at least one other person accepts us for who we are


	Privacy: opportunity to reflect and consolidate experience


	Sense of status within social groupings


	Sense of competence and achievement


	Meaning and purpose: the result of being stretched in what we do and think




RESOURCES FOR MEETING OUR NEEDS


	The ability to develop complex long-term memory, which enables us to learn and add to our innate knowledge


	The ability to build rapport, empathize, and connect with others


	Imagination, which enables us to focus our attention away from our emotions and problem-solve more creatively and objectively


	Emotions and instincts


	A conscious, rational mind that can check out our emotions, question, analyze, and plan


	The ability to “know,” to understand the world unconsciously through metaphorical pattern matching


	An observing self: that part of us that can step back, be more objective and be aware of itself as a unique center of awareness


	A dreaming brain that preserves the integrity of our genetic inheritance every night by metaphorically defusing expectations held in the autonomic arousal system because they were not acted out the previous day






Given that money is both essential and so emotionally loaded, it’s no wonder it takes up so much of our attention, nor is it a surprise that so many people have such tumultuous and self-destructive relationships with it. As financial planning pioneer Dick Wagner says, “Money is the most powerful and pervasive secular influence in the world.”

More Money: Not Necessarily the Answer

But even though money is essential, the cruel irony is that more of it doesn’t automatically solve our problems or relieve our stress. In fact, many studies have shown that at or above the average American’s income, there’s no predictable correlation between money and happiness. In his book Stumbling into Happiness, psychologist Dr. Daniel Gilbert says, “Americans who earn $50,000 per year are much happier than those who earn $10,000 per year but Americans who earn $5 million per year are not much happier than those who earn $100,000 per year.” And that’s in keeping with what psychologists Dr. Ed Diener and Dr. Martin Seligman found in their research. They analyzed more than 150 studies on wealth and happiness and concluded that money is less important to one’s level of happiness than factors such as maintaining strong personal relationships and feeling a sense of accomplishment in one’s job.

So if money is the biggest stressor in our lives, yet (beyond the level of poverty) having more of it doesn’t solve the problem, what is the solution? If we want to improve our psychological and financial health, the solution is not to focus on making more money but instead on developing a better, healthier relationship with it. By facing and resolving the complicated emotions and unfinished business that underlie our financial stress, we can radically improve our current psychological and financial health and learn to better manage and cope with future stressful or traumatic experiences. Remember the human givens? Here’s where those innate resources come in. By consciously and deliberately drawing on our empathy, imagination, emotions, and rationality—all our inborn strengths—we can not only change our relationship with money but also defeat the power money holds over us.

One financial planner we work with has discovered that for himself:


STUART: I realized what had controlled my life the most was fear, and now I’m freeing myself of that. I have a sense of serenity about all this. My portfolio may have shrunk by 50 percent, but I’m not 50 percent less than who I was a year ago. I actually feel like I’m bigger—more expanded, more peaceful, more grateful than I’ve ever been. I really feel, for the first time ever, that my net worth as a person has only a little bit to do with my financial net worth. I am more at ease with my disease. I know there’s still work for me to do but I’m headed in the right direction.



Stuart didn’t come to that place easily, or without struggle. None of the people we’ve worked with have. Most of them spent years fighting their own inability to change. Even after they faced the unpleasant realities of the past and began taking productive steps to right themselves, they experienced episodes of the old, unhealthy ways of thinking and behaving. Yet they had developed the skills to stop themselves, readjust, and move on.

Why Is Change So Difficult?

When we understand the changes we need to make and yet find ourselves unable to follow through on them, we often add self-abuse to the emotional baggage we’re already carrying, and that often just adds to our stress. “Why can’t I stick to my budget? I’m such a weakling!” “I know I need to add more to my IRA, but I never do it. How can I be so stupid?” And even if you don’t say those things to yourself, you’ll hear talk-show hosts shouting them, and worse, at people just like you. Whether it comes from ourselves or others, a big dose of criticism just ends up making us feel worse, and erodes our motivation to change: “If I’m such a loser, why bother?”

The fact is, you are not stupid, crazy, or lazy. You are a highly evolved human being behaving exactly like a person who has come from where you’ve come from, witnessed what you have witnessed, and experienced what you have experienced would likely behave! So we invite you to let go of the shame. And don’t beat yourself up for having a hard time not beating yourself up, either. You’ll just put yourself into another shame spiral, and that won’t help at all.

What will help is getting to the real source of the problem. When you truly understand what has gotten you where you are, it all makes sense. There are deep-seated, complicated, and even adaptive reasons why changing your money behaviors is so difficult. Once you understand and accept those reasons, you can learn to overcome the roadblocks standing in your way.

Often we’re not fully aware of our resistance to change, let alone its source. Our inability to do what we know we should do is frustrating. Remember Stephanie, from the introduction, who had a hard time facing and dealing with her adult financial issues because she grew up receiving confusing and mixed messages about the role of money in her life? When she came to us for help, we worked on dealing with her unfinished business and rewriting her money scripts, using exercises we’ll share with you later in the book. First, she dug down and articulated the unhealthy beliefs about money that she’d retained all these years. Then she modified those beliefs to better fit her true goals and values, and came up with a money mantra to help her reinforce the new beliefs when the old ones resurfaced.

Here Stephanie talks about how she was able to put these new perspectives and capabilities to work, removing her hidden resistance, and enabling her to talk calmly and directly about money issues.


STEPHANIE: I would write out my checks for my IRA and not send them in, out of fear that my business cash flow would not be able to cover it. It never occurred to me that I could tell my accountant how I felt and adjust the amount of the payment. That was my old “ignore it” approach to money reappearing and I didn’t even realize it. So I continued with this behavior until I got a call from my accountant about the checks I had written but not sent in. I felt so ashamed that I hadn’t followed through on this commitment to myself! But once I was able to move past that, I felt free to ask for what I needed, and I got it. I finally had the courage to tell her what was going on in my mind, and as a result we now have established a different IRA amount which I am more comfortable with. And I’m sending the checks in, every month.



The Tilted Table

Imagine sitting at a table that has one leg shorter than the others. If the imbalance is slight, it’s just mildly annoying. But if the legs are really uneven and the table tilts too far, it becomes unstable and unusable. The short leg needs to be propped up or repaired in order for the table to be functional.

The human brain under stress is a lot like that tilted table. Anxiety, fear, and shame make us feel off-balance, and the brain seeks out substances or behaviors that seem to repair or rebalance it, at least temporarily.

That rebalancing stimulus may be a substance that’s consumed, such as food, nicotine, or alcohol, or it could be the neurochemical effect of a wide range of human behaviors. Some of the most common behaviors in this category are shopping, working, hoarding, sex, and cleaning, but virtually anything can become a means of alleviating negative feelings. Because our brains are different, each of us has a particular substance or behavior that we find balancing and soothing, which is very much based on our own unique DNA as well as the specific choices, opportunities, and challenges we’ve faced. It’s impossible to predict which behavior or substance will have the strongest balancing effect for a specific person. Our brain seeks this stimulus in times of stress, especially when we’re already feeling down on ourselves. And as stress increases—as the table tilts more and more—it takes more and more of that behavior or substance to restore balance.

Even though we each have specific substances or behaviors we’re more likely to turn to in times of stress or anxiety, certain ones have wide, almost universal, appeal. Consider the following study, by researchers at Arizona State University and Erasmus University in the Netherlands. After testing students’ self-esteem, they ask the students to write on one of two essay topics: a visit to the dentist or their own death. Later, each subject was offered plates of cookies as well as the opportunity to select items from a shopping list. Students with low self-esteem who’d written about their deaths ate more cookies and picked more goods than students with similar self-esteem levels who’d written about a dentist visit. As the researchers explain, thoughts of death (our own or someone else’s) make us uncomfortable, increasing our level of anxiety, and both the cookies and the material items provided an “escape from awareness.” In other words, eating and spending provide distraction from unsettling feelings, from the tilt of that table.

But all too soon, these effects wear off and the table will once again start to tilt. In fact, it will probably be a little more unstable than before because of the guilt, shame, and negative consequences that the person experiences afterward. Despite the aftereffects, the simple fact that the calming stimulus works, even temporarily, creates in some people an overwhelming compulsion to return to it again and again. This lies at the heart of addictive and self-destructive behaviors. The alcoholic, the overeater, the compulsive shopper—they’re all seeking escape from similar feelings, each in the way that works for them. Unfortunately, the desire for that short-term pleasure or anxiety relief can quickly rage out of control, causing serious problems in the long run.

Our client Phyllis and her husband learned this the hard way. A few years ago, they were faced with aging and illness and responded by overspending, digging themselves deeper and deeper into debt.


PHYLLIS: Before the Christmas holidays, I told Carl, my husband, I couldn’t work at the current pace much longer. Since Carl did the bill paying and I did most of the spending, I rarely went over the bills. When I sat down to see where we might cut back, it was obvious that we were spending too much. At the time we were receiving at least two or three applications a day for zero-interest credit cards. So, feeling like I was doing something really good and huge, I transferred everything to the new cards and tucked away the paid-off ones in the safe deposit box, just in case we needed that credit for an emergency.

That spring, Carl was diagnosed with a tumor in his lung. I knew it was time for me to really slow down. He had been fighting cancer for years, and whatever time he had left, I wanted us to enjoy our marriage. I cut back my hours and got ready to retire, but we never changed our spending habits even though the income was declining. Soon enough, we’d spent up to the limit on the new credit cards. In early summer, Carl had his surgery and—can you believe it?—the tumor was benign. It was time to celebrate our good fortune! I planned a wonderful retirement party with old friends, family, and colleagues. I really enjoyed it. Afterwards Carl said, “Let’s go visit your daughter and her family.” Well, he didn’t have to ask me twice.

We pulled out the paid-off credit cards in our safe deposit box, since the ones we’d been using were maxed out, and we went east for two and a half weeks. We had a blast. We decided to treat ourselves and our family to a stay at a resort. Carl and I treated everyone. One day I had to take the youngest grandchild to the bathroom at the concession stand. He was four years old then. He wanted some ice cream and I said, “Honey, Grandma didn’t bring her money with her. It’s down on the beach with Mommy.” He pointed at the ATM and said, “That’s okay, here’s the money machine. Just go there and it will give you money.” I tried to explain that it didn’t quite work that way, but he was just too young to get it. Funny thing is, I was behaving not much better than my grandson. If someone had looked at my behavior, they’d see that I didn’t get it, either.

We had a wonderful trip, one I will never forget, but then it was time to go home and our finances were a disaster. It was like we’d been on a money drunk. I know now that on that entire trip I was in denial, pretending I could afford anything I wanted like I used to be able to do. It made me feel better, but just for a while.



Phyllis and her husband were spending too much even when she was working; after she retired, they began spending even more. She overspent because she was subconsciously trying to distract herself from the uncomfortable reality of illness and impending old age. She also wanted to be a generous, loving mother and grandmother and to celebrate her husband’s clean bill of health. Because of her personal history as a pampered and indulged only child, that meant spending money on everyone. If she’d been asked, “Is going further into debt the best way to distract yourself?” or “Would your family love you any less if you didn’t pay for everything?” she would have, of course, answered no to both questions. But her rational, conscious mind lost out to the powerful emotional brain—as it often does.

In the next chapter, we’ll talk more about the emotional and rational parts of your brain and how they work together and sometimes against each other. Right now, the important thing to understand is that your financial struggle isn’t a measure of weakness or failure. It is a predictable response, often triggered by stress and anxiety, to your early money experiences. The good news is, you can change.

Now What?

Today it seems that the entire world is suffering from the aftereffects of financial trauma. This is not the first time local, national, and world events have affected our financial well-being, and it certainly won’t be the last. The silver lining is that the recent economic crisis offers a unique opportunity for us to really look hard at self-limiting and self-destructive beliefs about money, and in turn change our behaviors. But we can’t do that until we take several steps.

As with any problem, the first step is acknowledging that there is, in fact, a problem. This is quite often the biggest hurdle, because in the short run denial is so effective and so tempting. Until we learn to accept that we have a problem not even the current financial crisis, as massive as it is, will be enough to change our money behaviors on a long-term basis. The fact is that we are highly resistant to change, and without rewriting the scripts that underlie our self-destructive behaviors, we run the risk of repeating them over and over again.

Case in point: In early 2009 the New York Times interviewed several people who’d survived terrifying plane crashes within the previous several months. It wanted to find out how many survivors had vowed to make changes in wake of their near-death experience and how many had actually followed through. Almost all had vowed to make changes, and a few had been somewhat successful in making modest ones, such as complaining less about everyday irritations. But most passengers shared the frustration of the man who said, “The old saying ‘Time heals all wounds,’ it’s true. It kind of lasts a real brief amount of time, at least for me. Then the realities of life set in. I think it’s really easy to fall back into those old habits.”

Or look at what happens with cardiac patients. Bypass surgery is expensive, risky, traumatic, and invasive, with a long recovery period. It’s no one’s idea of fun, and making lifestyle changes—better diet, more exercise—can significantly reduce the chances of having to go through it again. So you’d think those who have had this painful surgery would have no problem making these behavioral changes. But according to Dr. Edward Miller, dean of Johns Hopkins Medical School, that isn’t the case. “If you look at people after coronary-artery bypass grafting two years later, 90 percent of them have not changed their lifestyle. And that’s been studied over and over and over again. And so we’re missing some link in there. Even though they know they have a very bad disease and they know they should change their lifestyle, for whatever reason, they can’t.”

It seems that narrowly escaping death isn’t enough to motivate us to make permanent changes. Neither is the trauma of having our sternum cut with a saw, cracked open, and wired back together. So what would make us think this financial crisis will automatically change our relationship with money?

It won’t. There’s nothing automatic about it. We can make changes, but only if we’re willing to use this opportunity to take a closer look at our relationship with money. Without this basic healing, our brain will drive us along the path of least resistance. We’ll revert back to behavioral patterns that have helped our ancient ancestors survive in the past. Our prehistoric brain doesn’t know the circumstances have changed, that old beliefs and ways of behaving may not be useful anymore. It can’t understand that the same mechanisms that kept our ancestors alive in the jungles and savannas are the same ones that can trip us up today. In the same way, it can’t know that the conclusions we drew about money from our early life experiences, the beliefs that helped our young minds make sense of the world, can sabotage our financial health as adults. But we can know and understand. That’s why we have to retrain our prehistoric brain to adapt to our current financial realities so we can avoid repeating our mistakes.

Before we go on, take a moment now to list three things you need to do or have been told you should do financially but can’t seem to act on. What would have to happen before you truly committed to making the changes?
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