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Part 1
Where Are You Really?




ONE
Call Me Weird—Just Don’t Call Me Broke

KIT NERVOUSLY LOOKED around the room as she introduced herself to the fifteen people attending the financial counseling seminar with her. “I always paid our bills on time and watched my spending when I was married,” she said. “I’m not really sure why things changed after the divorce—I thought I was making pretty good money for someone who hadn’t worked in years. But no matter how much I tried to save during the past two years, I just kept sinking a little deeper and a little deeper into debt.”
Sitting next to her, Barry nodded. “We knew we were in trouble, but we had no idea how bad it was until collectors started calling. Emily and I just looked at each other like, ‘How did that happen?’”
It’s a common cry among people who seek financial counseling: How did that happen? One day everything seems fine; the next day you wake up in debt. I’ve got news for you: It didn’t happen overnight. It took a while for you to rack up that $30,000-plus of debt. You just weren’t paying attention while it added up. And I’ve got some more news for you: You are going to learn to pay closer attention than you ever have to what you spend and why you spend it. Over the past ten years, I have come to see that financial management is 80 percent behavior and 20 percent know-how. Whether it’s bad behavior or lack of know-how that got you into trouble, the Financial Peace program will help you correct both. You will get out of debt, stay out of debt, and take control of your financial life. Not only will you be able to have the life you want, you’ll also be able to retire with dignity and leave a legacy of financial good health to future generations.
Let’s start by looking at the 80 percent, your behavior. In the list that follows, check the statements that are true about you:
	——I withdraw cash from my ATM machine once or twice a week.
	——I have received more than one overdraft notice from the bank in the past year.
	——I have been more than thirty days late in paying a bill the last three months.
	——I own one or two credit cards.
	——I own seven or more credit cards.
	——I am maxed out on at least one credit card.
	——I pay only the minimum fee on my credit card each month.
	——I have less than $1,000 in a savings account.
	——I have borrowed money from my parents or friends to pay for clothes, food, transportation, or rent in the last year.
	——I haven’t balanced my checkbook in the past three months.
	——A collector or creditor has tried to call me at work or at home about a late payment.
	——If I had to buy new tires or the furnace went out, I would have to charge the expense or borrow the money to cover it.
	——I have no savings for my retirement.
	——I have saved some money in a retirement plan, but I couldn’t tell you what’s in it.

For every statement you checked, give yourself two points; then, add your total points and find what your score means below:
0–4 points: The Get-Aheads
You are starting to make it. You have money left over each month after paying bills, but probably you aren’t sure how to invest it. Sometimes you can’t explain where the money has gone and you find yourself saying things like, “With what we make and spend, we should be able to save more.” With a few tips and some self-control, you will soon see your money explode into wealth.
6–10 points: The Currents
You are living on the edge. You bring home the bacon each month, and you send it right back out. You have never been late on a payment, but you can’t save. So college, retirement, and major purchases all loom as debt looking to happen.
12–20 points: The Troubled
Until that unexpected event a few months ago, you were a Current. Now, you are in over your head. You are thirty to sixty days delinquent on your credit cards or house or car payments, and you have begun to get nasty calls. You have considered debt consolidation or other borrowing tactics just to catch up. Stop! It is time to get serious about your debt, but you won’t pay it off overnight. Slow down. If you make the right choices now, you can recover financially with little or no damage to your credit.
22–28 points: The Desperadoes
You are probably close to giving up. You have thought about the B word (bankruptcy) and possibly discussed it with your spouse or friend. Foaming-mouthed collection monsters call your home every night during supper to threaten foreclosure on your home (if it’s not already there). You are several months behind on your car payments, making repossession imminent. Even so, credit bureaus are the least of your worries. You would settle for relief from the unending fear and strain.

Wherever you are on this scale, there is hope. Whether you haven’t learned how to save or can’t figure out how to pay off your debt, I can assure you it doesn’t take a rocket scientist to manage money well. On the contrary, during the past ten years as I have counseled people on my call-in radio show, The Money Game, at my Financial Peace seminars, and in my office, I have witnessed hundreds of people walk out of financial crisis and onto the road to financial peace by applying the simple principles taught in this workbook.
Unfortunately, carrying debt is considered “normal” in America. According to The Consumer Reports Money Book, the typical American household carries an average debt of $38,000. Seventy percent of Americans live paycheck to paycheck, says a Wall Street Journal study. And the 1996 National Foundation for Consumer Credit survey shows that 90 percent of Americans worry about paying their bills. That doesn’t mean we are bad people. It does mean we have lost control.
Somewhere along the way, we missed out on an important financial principle: Money is active. It grows or shrinks depending on whether you save or spend. If you save and invest your money well, time and interest rates will help it grow. You can save $10,000 in a 12-percent-interest-bearing account for ten years and it will grow to $31,100. On the other hand, if you choose to borrow and spend, time and interest rates will cause you to lose money. For example, you can buy $10,000 worth of stuff, using a 12-percent-interest credit card, and wind up paying approximately $12,300 (if you pay only the monthly minimums).
The bottom line is you have to gain control over your money before it controls you. You have to make your money work for you instead of against you. You want to own rather than owe.
“Money doesn’t control me,” you say. Really? Which of the following are true of you?
	——I was late to an appointment because I was trying to clear up a credit problem.
	——I have had trouble getting to sleep more than once in the last week because I was thinking about money.
	——(For those in denial) I have had trouble getting to sleep lately and it could be because of money.
	——I was late to an appointment or missed a deadline because I had to spend time at the bank, clearing up some overdraft charges.
	——I spent more than three hours trying to balance my checkbook last month.
	——I have made a significant purchase—$300 or more—that my spouse doesn’t know about yet.
	——My spouse is mad at me because I made a significant purchase without telling him/her.
	——I don’t answer the phone at night, for fear it’s a collector.
	——My spouse and I fight frequently about finances.

If you checked any of the above statements, you have lost control of your money. The next twelve chapters will help you get it back. First, you will examine where you are financially and how you got there so you keep from doing it again (chapter 2). Then, you will focus on regaining control of your finances through budgeting, implementing the envelope spending system, and using the “debt snowball” to deliberately repay what you owe (chapters 3–6). You will learn negotiating techniques to help you start living within your means and how to clean up your credit report (chapter 7). Then, you’ll learn how to make your money work for you through saving, investing, and growing your wealth so you can accomplish long-term goals of retirement, college planning, and home ownership (chapters 8–13). The process will take time. But remember, you didn’t get into debt overnight. You won’t get out of debt and on the road to fiscal fitness overnight either.
Nor can you expect to get the full impact of the lessons in this planner if you whiz through it in one or two days. You will need to read each chapter carefully, paying attention to “Wake-up Calls,” which will help move you to action. Questions and exercises throughout help you evaluate your spending and saving habits. And from time to time, you will be challenged to take one of what I call the “seven financial baby steps”:
	1. Save $1,000 in an emergency fund.
	2. Pay off all your debt except the mortgage using the debt snowball.
	3. Complete your emergency fund by saving three to six months’ expenses.
	4. Fully fund your pretax retirement savings.
	5. Save for your kids’ college.
	6. Pay off your home early.
	7. Build wealth and give like crazy!

Named for the Baby Steps book Richard Dreyfuss’s character writes in the movie What About Bob?, these steps are the bedrock of the Financial Peace philosophy. Skip or fudge on a step, and you are likely to wind up back where you are now. That’s why there are “Baby Step Checkups” in the “Peace Track” sections at the end of every chapter. You should use these to record your progress and set goals for how you will complete each step. In addition to the Baby Step Checkups, the Peace Track sections include personal goal-setting charts and other exercises to keep you thinking. Use all of these tools and apply them to your own financial situation.


Wake-up Call!
It is imperative that the whole family be involved in this process. It won’t help for you to improve your financial habits if the rest of the family doesn’t change with you. If you are married, you and your spouse need to do the exercises in this book, as well as the budgeting, planning, eliminating debt, and saving together. If you have children, don’t be afraid to explain to them what’s going on. For children under ten, you may want to use some discretion; but if you are in deep financial trouble and about to lose your house, for example, you will have to be honest. Remember to keep it simple: “Daddy and Mommy made some mistakes with their money and now we are going to have to move.” Teenagers can handle more; in fact, they respond surprisingly well to parents who are honest about their failures, as long as they are not made to feel that they caused the problems.



Give yourself a week to complete each chapter, but don’t be surprised if it takes longer than fifteen weeks to really change your habits. Many folks read my book Financial Peace, attend the twelve-week financial boot camp, Financial Peace University, and spend time coming to the office for individual counseling before they start conquering some of the habits that got them into trouble in the first place.
One warning: It isn’t normal in America to live debt-free and save your money for the future. So, as you do the exercises in this planner and start changing, some people will call you weird. Big hairy deal! What would you rather be, broke or weird? When you are out of debt and sitting on a million dollars in mutual funds, the people who think you are weird will be crawling to you for help. Then you can see who’s weird.
First Things First
When one area of your life gets out of balance, it’s easy to let the others go too. You can become so afraid you won’t be able to pay bills that you forget to pray or exercise. You may spend so much time working to get out of debt that you forget to take much-needed breaks to be with your wife or husband or children.
Before you move on to chapter 2 and start tackling the hard work of getting your finances in order, take time to order the rest of your personal life.
	Spiritually: Spend time every morning quietly thinking about the day or rededicating your life to the Lord. Ask yourself, What are my goals for the day? What is one thing I can do today to improve my financial fitness? Try to have a pen or pencil and paper handy so you can jot notes to yourself. Perhaps you will want to keep a journal as you work through the planner so you can record your ups and downs. Then, on “down” days, you can pull out the journal and reread the entries from “up” days. You’ll be surprised how the small successes you record help build your faith.
	Relationally: This week, spend time alone with your spouse and then with the whole family.


Wake-up Call!
Most couples cite financial problems as the number-one source of marital strife.


The most important person in your life right now, if you are married, is your spouse. Let your mate know how much he or she means to you. If you have children, turn off the TV and take time to play one of their favorite games with them. If you have teenagers, just hang out with them. Make an appointment if you have to, but don’t let a week go by without spending time with your family.
If you are single, don’t spend all your time alone—that is a formula for depression. Call your family or take time to go out to dinner or to a movie with a friend. Commit to meet some other single people from your church this week for a fun, low-cost outing. Whatever you do, don’t sit at home alone.
	Physically: Take time to exercise. In addition to keeping your heart strong, exercise reduces stress, helps with depression, and improves your productivity during the day. Swim, walk, jog, play basketball at the Y. Whatever sport appeals to you, commit to do it for at least thirty minutes, three times a week.
	Mentally: After people graduate from college, they rarely pick up a serious book. Instead, they give their minds over to cheap thrillers and romance novels—or worse, television. Try to find a good book, in addition to this one, that will help you improve some area of your life or mind, and commit to reading it for at least ten minutes a day.

At the end of each chapter in the Peace Track sections, you will find a Weekly Goals chart like the one on page 11. You can use these to keep your personal life ordered as you move toward financial health and freedom. Here is what a week’s chart might look like:
Weekly Goals
[image: image]

In the space provided on page 13, create an action plan for next week. Write down one spiritual, relational, physical, and mental goal and the date you intend to achieve that goal.
After you set your goals, find a “financial buddy” who can help you stick to this process. Runners testify that they run faster and better with a partner. People with friends get sick less frequently than those who spend most of their time alone. Teams frequently produce better products than individuals. Similarly, it will be easier for you to stick to the financial peace process if you adopt the financial buddy system and find someone who will encourage you to hang in there. A few guidelines for choosing a buddy are:
	Married couples: Even though your spouse is your primary support, look for another couple in similar financial circumstances with whom you can share and get feedback. Single people: Look for same-sex friends to help you as you get control of your finances.
	Commit to one contact per month with your financial buddy. This can be by phone, written note, or personal meeting.
	Make it clear that you do not expect your buddies to provide technical or mechanical financial advice. You are looking for emotional and spiritual encouragement and support. You just need them to be there for you.


Wake-up Call!
If your life is out of balance because you have an out-of-control habit, such as drinking, drugs, or gambling, what you read in this book won’t help. You don’t need sound financial advice. Rather, you need professional help. I am not a psychotherapist and I cannot help you overcome financial problems caused by addictions or compulsive behavior. For referrals to counselors or the appropriate help, call your local chapter of Alcoholics Anonymous.


Motivational speaker and bestselling author Zig Ziglar says a rut is a grave with both ends kicked out. Hope is the bulldozer that fills in that rut and allows you to climb out. If you embrace the principles in this book, take the baby steps, and do all the exercises in each chapter, you will get the hope to fill in your financial rut. And remember, these lessons aren’t sophisticated, because financial management doesn’t have to be hard to be understood or effective. I’m just giving you the same advice your grandma used to give you. The only difference: I keep my teeth in.
The Peace Track
If you are reading this book, it’s likely you spend more time than you realize worrying about money. To help you get rid of energy-robbing anxiety, keep a worry log for the next week. List five fears you have about money.

[image: image]


During the coming week, make a note on a separate sheet of paper, in your Day-Timer, or in a notebook every time one of those fears pops up in your mind. Then, stop yourself. Take a deep breath, and pray or take a five-minute walk. Record the results in your log. How does your thinking change after taking a break? How do you feel? Hang on to your list of fears; you’ll need them again at the end of chapter 3.
Weekly Goals
[image: image]
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