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Introduction


In the pages of this book you will find the secrets to prosperity. All you have to do is to act on them, making them your own.


The Oxford English Dictionary defines wealth as “an instance or kind of prosperity”; that is, it is contained within the larger concept of prosperity. But whereas wealth is simply the possession of money or assets, or the process of getting more and keeping more for ourselves, prosperity is the state of “flourishing, thriving or succeeding.” In short, wealth is about money but prosperity is about life, taking in the wider ideas of good fortune, abundance, and wellbeing.


John Wesley, the great religious reformer, told people to “Make all you can, save all you can, give all you can.” Andrew Carnegie, perhaps history’s most famous philanthropist and the founder of thousands of free libraries, noted, “No man becomes rich unless he enriches others.” More recently, the authors of The One Minute Millionaire provided a similar creed for the enlightened person:


I make millions


I save millions


I invest millions


I give millions away.


50 Prosperity Classics celebrates the act of wealth creation, but it also recognizes the joy of giving. Prosperity is best appreciated as a circle in which money is first attracted and created, then managed well and shared to good effect. It is often said that money can’t buy happiness, and this book does not try to suggest otherwise. However, it is also true that the abilities to attract, create, manage, and share wealth are important to living a contented life, and many of us seek to be better off financially not to amass money for its own sake, but to be in control of our time and spend it in meaningful ways.


The idea of prosperity suggests that we are stewards of wealth who create it from existing resources and eventually give it back in some form. There is no real satisfaction to be gained by the thoughtless plunder of natural resources just to make profits, or by being a mindless consumer. However, wealth that is created in a way that involves the least possible harm to people and the planet is certainly part of the circle of prosperity. For this reason, this book covers titles that celebrate sustainable wealth, including Hawken’s Natural Capitalism, The Body Shop founder Anita Roddick’s autobiography Business as Unusual, and Your Money or Your Life, a seminal “simpler living” guide. While many would argue that it is the fantastic growth in wealth over the last century that has caused our environmental problems, it is also true that without continued prosperity we will lack the resources to research and invest in new energy sources, for instance, or repair what has been damaged.


For some, there is still a stigma attached to the pursuit of wealth. However, if you understand wealth creation as part of the larger concept of prosperity, nothing should hold you back. You have a duty to yourself and the world to maximize resources, use your imagination, and work hard to bring new, valuable things into being. In taking this larger view, you may find that it is possible both to be well off financially and to live with a good conscience.


What’s inside


50 Prosperity Classics covers many of the great writings on wealth and abundance. Titles on the attraction of wealth clearly constitute a whole genre on their own, and a selection of them is covered here. The business biographies try to inspire or reinspire the entrepreneur in you, and the titles on personal finance aim to provide a vital, practical education in how to manage and grow what you have. Wealth creation does not happen in a societal vacuum, therefore also highlighted are some of the landmark titles and most thought-provoking reads in economics and political economy. The book also highlights a handful of inspiring titles on how to give wealth away intelligently, to those who will do most with it.


There is a natural divide between books relating to “prosperity consciousness,” or the inner or psychological aspects of creating wealth, and more worldly titles on the nuts and bolts of personal finance, entrepreneurship, and economics. 50 Prosperity Classics aims to bridge this divide. If you are naturally drawn to the philosophical aspects of prosperity, you will learn much from the commentaries on investing, finance, and economics. If you are well read in these more practical areas, you may have your eyes or heart opened by the more metaphysical classics of abundance. Your ultimate aim should be to integrate both, so that you become a master of the inner and the outer game of wealth.


The titles in the book can be organized according to its four elements: attracting, creating, managing, and sharing wealth. Though it is divided into 50 chapters, the book is designed to be like a conversation that introduces you to a myriad of ideas and strategies. Some will profit you more than others, and at different times in your life. Read whatever fascinates you most now.





ATTRACT IT
Mastering the inner game of wealth and abundance


James Allen The Path of Prosperity (1905)


Genevieve Behrend Your Invisible Power (1921)


Rhonda Byrne The Secret (2006)


T. Harv Eker Secrets of the Millionaire Mind (2005)


Charles Fillmore Prosperity (1936)


Esther Hicks & Jerry Hicks Ask and It Is Given (2004)


Napoleon Hill The Master-Key to Riches (1965)


Catherine Ponder Open Your Mind to Prosperity (1971)


John Randolph Price The Abundance Book (1987)


Sanaya Roman & Duane Packer Creating Money (1988)


Marsha Sinetar Do What You Love, the Money Will Follow (1987)


Max Weber The Protestant Ethic and the Spirit of Capitalism (1904–5)


We tend to think of wealth as involving the ability to shape the world around us to profitable ends, yet wealth really begins in the mind, with your ideas, vision, beliefs, and character. You attract or repel wealth according to what you think and believe about yourself, therefore it’s never a waste of time to work on your own development. Aristotle said “The hardest victory is the victory over self,” but it is a victory that enables you to win in all other aspects of life.


James Allen’s The Path of Prosperity underscores this concept, noting that a disciplined mind and a focus on serving others are basic to the achievement of any prosperity. Napoleon Hill comments in The Master-Key to Riches that definiteness of purpose and a desire to “go the extra mile” are essential to creating value and, by extension, wealth. Max Weber’s famous essay The Protestant Ethic and the Spirit of Capitalism argues that the early Protestant merchants were able to attract fortunes as a direct result of their intense preoccupation with the personal virtues of honesty and frugality.


Books on achieving “prosperity consciousness” now have a high profile thanks to the success of contemporary titles such as The Secret, but this genre has a heritage going back almost a century. Charles Fillmore’s book Prosperity, for instance, and the writings of Genevieve Behrend introduced readers to the metaphysical basis of prosperity, noting that feelings of lack simply indicate a separation from the “source” (God or the universe), a lack that can easily be remedied through prayer, affirmation, or visualization. Later in the twentieth century, writers such as Catherine Ponder kept these ideas alive, before the books of Esther and Jerry Hicks and Rhonda Byrne created an explosion of new interest in the idea that our emotional state of being can act as a magnet that “attracts” wealth.


In Secrets of the Millionaire Mind, Harv Eker demonstrates the primary importance of this “inner game” by showing how each of has a mental “financial blueprint” that either allows money to flow to us or stops it. You can change the blueprint, but the first step is to become a person open to opportunities rather than focused on complaints.


In her 1980s bestseller Do What You Love, the Money Will Follow, Marsha Sinetar asserts that the key to an abundant life is simply doing work you love. Not only does this lead to excellence in what you produce, which tends to attract more rewards, but aligning your life with your deepest values and talents creates a well of sustainable happiness.


All the above titles have a common thread: Prosperity begins with prosperous thoughts, which in turn set up an emotional state that can only attract good into your life.


CREATE IT
Secrets of the wealth creator


Robert G. Allen Multiple Streams of Income (2000)


P. T. Barnum The Art of Money Getting (1880)


Richard Branson Losing My Virginity (2002)


Felix Dennis How to Get Rich (2006)


Peter Drucker Innovation and Entrepreneurship (1985)


Bill Gates (by James Wallace & Jim Erickson) Hard Drive (1992)


Michael E. Gerber The E-Myth Revisited (1995)


Conrad Hilton Be My Guest (1957)


Joe Karbo The Lazy Man’s Way to Riches (1973)


Guy Kawasaki The Art of the Start (2004)


Paul Zane Pilzer God Wants You to Be Rich (1995)


Anita Roddick Business as Unusual (2000)


Howard Schultz Pour Your Heart into It (1997)


Donald Trump The Art of the Deal (1987)


Once the psychological aspects of prosperity are understood, we can turn to the actual business of creating wealth. Conventional wisdom suggests that there is no substitute for learning as we go, yet the smart wealth creator will want to “stand on the shoulders of giants,” absorbing the rich wisdom stored in business biographies.


P. T. Barnum is often described as the “world’s greatest showman,” but in his 1880 success manual he advises surprisingly simple ingredients for achieving prosperity: good health, personal character, the right vocation, and the right location to practice it in. Conrad Hilton, who built a rundown hostelry in a mining town into a global hotel chain, was told by his parents that prayer and work were the basic elements of success in life, but his own experience added a third element: the need to dream and think big. When times are tough, as they were for him during the Depression, a powerful vision may be the only thing you have to pull you along. For Bill Gates such a big vision was instrumental in building the world’s largest private fortune. No one really anticipated the personal computing boom, but his dream of a computer on everyone’s desk, running software that was “easy enough for his mother to use,” ensured that Microsoft was ready to seize any opportunity that came its way. And though he attributes much of his success to being a master deal maker, Donald Trump has also risen to the top of his field through his ability to think big.


The autobiographies of Richard Branson, Felix Dennis, Anita Roddick, and Howard Schultz show that passion is the basis for building great companies (such as Virgin, The Body Shop, and Starbucks), and that an individual’s wish to stay true to their conscience is often a hugely underestimated basis for creating wealth. Though in time they may become part of the establishment, initially it is the mavericks and outsiders who create surprising, outstanding value. This fact is emphasized by management legend Peter Drucker, who notes that entrepreneurs provide new value not simply by doing things better, but doing them differently. All businesses begin small, but Michael Gerber’s book The E-Myth Revisited is a vital reminder to be far-sighted and avoid getting bogged down by day-to-day management. You become an entrepreneur not in order to “buy yourself a job,” but to create powerful systems that deliver satisfaction to people.


Milton Friedman Capitalism and Freedom (1962)


Thomas Friedman The World Is Flat (2005)


Ayn Rand Capitalism (1966)


Adam Smith The Wealth of Nations (1778)


No wealth can be created without a supportive economic framework, and Adam Smith’s famous The Wealth of Nations amply demonstrates that a society in which everyone is free to pursue their own economic interests is most likely to deliver prosperity to the greatest number. Smith’s modern heir, Milton Friedman, shows that while government intentions are often good, free markets are a better guarantee of personal liberties. In her turn, Ayn Rand provides a convincing case that capitalism is the only moral system of economic organization, because at its center lies an insistence on personal freedom. Wealth on its own may be obtained by rogue states or corrupt individuals, but prosperity (understood as peace of mind based on material abundance) naturally rests on the assumption of such freedom. More recently, Thomas Friedman has provided a compelling argument that technology is creating a “flat” world that allows millions more people to compete in the global marketplace. Governments cannot stop this shift; they can assist it by making sure that their citizens are well educated and well connected.





MANAGE IT
Strategies of personal finance and investing


David Bach The Automatic Millionaire (2003)


John C. Bogle The Little Book of Common Sense Investing (2007)


Warren Buffett (edited by Lawrence Cunningham) The Essays of Warren Buffett (1997)


Joe Dominguez & Vicki Robin Your Money or Your Life (1992)


Benjamin Graham The Intelligent Investor (1949)


Robert Kiyosaki Cashflow Quadrant (1998)


Peter Lynch One Up on Wall Street (1989)


Andrew McLean & Gary Eldred Investing in Real Estate (2005)


Jerrold Mundis How to Get Out of Debt, Stay Out of Debt, and Live Prosperously (1988)


William Nickerson How I Turned $1,000 into Three Million in Real Estate—in My Spare Time (1969)


Suze Orman Women and Money (2007)


Dave Ramsey Financial Peace Revisited (2003)


Thomas J. Stanley & William D. Danko The Millionaire Next Door (1996)


It’s wonderful to make money, but even better to be able to keep it. Whether you have a windfall to invest or are a regular wage earner socking away a little each month, the titles in this category show you how to make the most of what you have.


David Bach reveals how the habit of “paying yourself first” can make a person of modest means into a millionaire, thanks to the power of compound interest over decades, while Stanley and Danko’s The Millionaire Next Door provides a remarkable portrait of the “quiet wealthy” who get that way by living within their means and investing their savings.


What is the best form of investment? Apart from your own business, if you have one, the best returns seem to come from either stocks or real estate. Regarding the stock market, legendary investors Warren Buffett, Benjamin Graham, and Peter Lynch all stress the difference between long-term investing in companies and market speculation for short-term gain. The small investor may be best off putting their money into an index fund that simply buys a piece of every listed company in a market, which ensures that they have a stake in their country’s business growth. Property investment can also be a surprisingly easy route to wealth, particularly if the investor takes the long view rather than looking for quick returns. William Nickerson wrote the original real-estate “bible” in this vein, and McLean and Eldred provide a contemporary, comprehensive recipe for attaining riches from property.


In an era of record levels of consumer debt, however, many of us need to jump the first hurdle of becoming solvent. There is a wealth of excellent titles in this area, with Jerrold Mundis’s manual on becoming debt free still perhaps the best. As a former bankrupt, Dave Ramsey’s advice on the pernicious effect of debt on families, and how to regain prosperity, is also valuable. At a more holistic level, Dominguez and Robin’s Your Money or Your Life challenges readers to embrace old ideas of simpler living and frugality, showing that controlling your finances is key to a fulfilled life.


SHARE IT
The flow of wealth and giving something back


Andrew Carnegie The Gospel of Wealth (1889)


Chuck Feeney (by Conor O’Clery) The Billionaire Who Wasn’t (2007)


Joel T. Fleishman The Foundation (2007)


Paul Hawken, Amory B. Lovins, & L. Hunter Lovins Natural Capitalism (2000)


Lynne Twist The Soul of Money (2003)


Muhammad Yunus Banker to the Poor (1999)


Prosperity is not simply the making and managing of wealth, but also its circulation. If we have been fortunate enough to generate it, as a citizen of the earth and a member of humanity we have an obligation to use our money to heal or inspire. As Lynne Twist argues in The Soul of Money, based on her work as a global fundraiser, not only the recipients but the givers are healed by active philanthropy. Hoarding money only stops the flow and tends to corrupt the possessor or their descendants.


Andrew Carnegie believed that a person who dies rich “dies disgraced,” and in his huge charitable endowments provided the model for modern giving by rich individuals. Joel Fleishman’s masterly work on foundations reveals the massive amounts of private money now being set aside to help address the world’s ills, much of it from entrepreneurs who wish to bring the passion and focus on results that allowed them to succeed in business to addressing social problems and opening up opportunity. A living embodiment of this attitude is Chuck Feeney, a duty-free goods retailer who, inspired by Andrew Carnegie, renounced his massive wealth to spend it on worthwhile projects around the world.


If prosperity means anything, it must include the “poorest of the poor.” Muhammad Yunus won a Nobel Prize for his creation of a bank that provides very small loans to women who dream of becoming economically self-reliant. His fascinating book relates that ultimately it is not charity but simple things we take for granted, like access to finance and ownership of property, that are the bases of wealth and wellbeing.


We also cannot continue generating wealth at the expense of our planet, and Hawken’s Natural Capitalism stresses that genuine prosperity means taking as much care of our natural capital as we do of our financial capital.





Final word


Before you begin reading the commentaries, please note some practical points:


[image: Image] At the back of the book is a section called Prosperity Principles, which distills some key points from the 50 classic titles. You may find it a useful recap.


[image: Image] Also at the end is a list of 50 More Classics, which may provide you with ideas for further reading.


[image: Image] Some themes recur through a number of titles. Take this as a sign that the ideas they address have proven themselves over time. Other books in the list may appear to contradict each other. Only you can judge which approaches or strategies are likely to work best for you.


[image: Image] Many of the 50 titles have American authors. The United States has always placed great emphasis on monetary wealth and gloried in the entrepreneur, and as a consequence has produced much of the best writing in these areas. The link between spirituality and wealth is partly a legacy of the US’s Puritan roots, which continues today through its copious writings on the mental and metaphysical aspects of abundance. In truth, though, the themes are universal and will have the same impact wherever you live.


[image: Image] Quite a few books were written after the year 2000. While insufficient time may have passed for them to be considered “landmark,” they stand out for the quality of their ideas or information that is likely to be valued for years to come.


[image: Image] Some commentaries do not have separate biographical boxes, since they contain a reasonable amount of biographical material within the text itself.


[image: Image] A number of the books are now in the public domain, meaning that in many parts of the world their copyright has expired. See the Credits section at the back of the book for details on how to access these titles for free.


In addition…


[image: Image] Readers of this book can receive a bonus. I will be delighted to send you a free extra book commentary if you simply email me at tom@butler-bowdon.com. The book in question is a personal favorite that has sold millions of copies, and—as long as you keep an open mind—provides a secret means of unlocking your potential and bringing you real prosperity.


[image: Image] You are also invited to visit www.Butler-Bowdon.com. Here you will find further prosperity resources, plus a wealth of free material on the key writings and ideas relating to personal success.


[image: Image] The idea for this book emerged from an earlier one, 50 Success Classics, which explored many of the great writings in personal achievement and motivation and some financial classics. Take a look there for commentaries on titles such as Benjamin Franklin’s The Way to Wealth, George S. Clason’s The Richest Man in Babylon, Napoleon Hill’s Think and Grow Rich, and Wallace Wattles’ The Science of Getting Rich. Also included are stories of some famous wealth creators, including Andrew Carnegie, John Paul Getty, Michael Dell, and Sam Walton.


When reading the stories of financial or business success in these pages, you may begin to think that the same can’t happen to you. It can. This book aims to remind you that others experienced similar fears and doubts, and yet broke through them. Life constantly tests us to believe that we live in an abundant universe, and if we do believe then remarkable things can happen.


In times of doubt, think of the acorn. An ancient symbol of abundance, this seed of the mighty oak begins growing only when its tree reaches maturity. Prosperity always involves an element of time. Nothing great is achieved overnight, and all things begin small.







1905
The Path of Prosperity


“Rectify your heart, and you will rectify your life. Lust, hatred, anger, vanity, pride, covetousness, self-indulgence, self-seeking, obstinacy—all these are poverty and weakness; whereas love, purity, gentleness, meekness, compassion, generosity, self-forgetfulness, and self-renunciation—all these are wealth and power.”


“Whatever your position in life may be, before you can hope to enter into any measure of success, usefulness, and power, you must learn how to focus your thought-forces by cultivating calmness and repose.”


“You say you are chained by circumstances; you cry out for better opportunities, for a wider scope, for improved physical conditions, and perhaps you inwardly curse the fate that binds you hand and foot. It is for you that I write; it is to you that I speak… I know this pathway looks barren at its commencement… but if you undertake to walk it… you will be astonished at the magical changes which will be brought about in your outward life.”






	In a nutshell







	You will only become truly prosperous when you have disciplined your mind. Paradoxically, wealth (and happiness) comes most easily to those who forget themselves in their service to others.







	In a similar vein







	Genevieve Behrend Your Invisible Power (p 34)







	Rhonda Byrne The Secret (p 58)







	Charles Fillmore Prosperity (p 98)







	Catherine Ponder Open Your Mind to Prosperity (p 218)







	Max Weber The Protestant Ethic and the Spirit of Capitalism (p 282)














CHAPTER 1
James Allen


Where is the path to prosperity? Can you find it through stocks, bonds, or real estate, or perhaps in ownership of a company? These are tangible expressions of wealth, but they say nothing about who has gained them or how. In fact, prosperity is created by individuals, and therefore those individuals need particular personal qualities. In The Path of Prosperity, James Allen argues that prosperity is always personal, resting squarely on the degree to which you have refined and bettered yourself. Though it is possible for anyone to get wealthy, to be happily prosperous suggests that you have peace of mind in addition to monetary riches.


Allen is most famous as the author of As a Man Thinketh (see commentary in 50 Self-Help Classics), which beautifully expresses the idea that you create your world through your thoughts. The Path of Prosperity goes deeper into the link between your mindset and material abundance, and is one of the more spiritual prosperity titles. Allen himself was a pious, modest man who died relatively young, and his writings are suffused with a sense of peace and wellbeing.


This book is a superb beginning for anyone’s journey of abundance, since it goes to the heart of what prosperity is all about: having a good heart, and becoming a person who is truly valuable to your fellow human beings.


Follow the path to light


The book’s first chapter is, surprisingly, on “evil.” Allen defines evil not as some cosmic force outside you, but simply as “ignorance of the true nature and relation of things.” The universe is filled with light, he explains, and your experience of “night” on earth is really just an illusion. In the same way, when you have a dark night of sorrow, pain, or misfortune, you must realize that it is temporary and illusory, and that your true nature is light filled (“the dark shadow that covers you is cast by none and nothing but yourself”). Your dark emotions have no fundamental reality, and the light of truth is waiting to burst into your life if you allow it.


Whatever your difficulties and pains, they have come fully as a result of your previous thoughts and actions. These problems are a gift: When you accept that you have attracted them, and then choose to endure them, you have learned the basic law of life, and become free to be a careful molder of your own circumstances. You have learned how to turn evil or setbacks into good. Such knowledge is worth more than any fortune, and yet it is also essential to the creation of real prosperity. Control your thoughts and your emotions, and you become master of your destiny.


Have the power to choose


In his chapter “The world a reflex of mental states,” Allen recalls the Buddha’s statement: “All that we are is the result of what we have thought. It is founded on our thoughts; it is made up of our thoughts.”


If you are happy, it is because you are thinking happy thoughts. If you are miserable, it is thanks to your despondent thoughts. In one of the nice verses that supplement the book’s prose, Allen writes:


Do you wish for kindness? Be kind.


Do you ask for truth? Be true.


What you give of yourself you find;


Your world is a reflex of you.


Of course, he notes, we can be affected by external events, but we will be swayed by them only to the extent of our understanding of the power of thought. He gives the example of two men he knew who both, when young, lost their hard-won savings. The first fell into deep despondency and regret, while the other told himself that “worry won’t bring it back, but hard work will.” Throwing himself into his work with great vigor, he was quickly able to eclipse his former worth. The other man continued to mourn his loss and his bad luck, which duly snowballed into even worse circumstances. To one the loss was a blessing, to the other a curse. Allen observes:




If circumstances had the power to bless or harm, they would bless and harm all men alike, but the fact that the same circumstances will be alike good and bad to different souls proves that the good or bad is not in the circumstance, but only in the mind of him that encounters it.


This is not just metaphysical theory. In his psychological classic Learned Optimism, Martin Seligman notes that people with a “positive explanatory style” quickly get over setbacks and prosper. Crucially, optimism—which is essentially choosing to think in a certain way despite current reality—can be learned and often makes all the difference to a person’s career success or failure.


To progress, fill your current position


In the chapter “The way out of undesirable conditions,” Allen expounds further on the workings of universal law. Cease to be a complainer, he says, because the more you complain the tighter the chains that bind you become. The route to a better life is not through complaining but through finding ways to deliver service and provide love. If you’re not totally pleased with your current circumstances, the secret to your release is to make the best of what you have now. You can’t move on to something better without having fulfilled what is expected of you in the current position.


If you are living in poor or cramped accommodations, keep your space spotlessly clean and make it as charming as possible; only such an effort will attract the house that you deserve. If you are suffering under a terrible boss, absorb the negative comments and see the situation as an opportunity to practice patience and self-control. In time it is you who will become strong, mentally and spiritually. “Shake off the delusion that you are being injured or oppressed by another,” Allen tells the reader, “you are only really injured by what is within you. There is no practice more degrading, debasing, and soul-destroying than that of self-pity.”


Master the self and gain everything


Allen himself would spend the first hour of each day at a quiet spot looking down onto the sea. He saw this time not as a luxury but a necessity:




If you would walk firmly and securely, and would accomplish any achievement, you must learn to rise above and control all such disturbing and retarding vibrations. You must daily practice the habit of putting your mind at rest, “going into the silence,” as it is commonly called. This is a method of replacing a troubled thought with one of peace, a thought of weakness with one of strength.


In our busy world it can be hard to believe that strength comes from silence, yet many people note that their most valuable ideas and their most loving acts are born in moments of stillness. In addition to lifting anxiety, we gain illumination, arrive at correct judgments, and our “scattered thought-forces are reunited,” bringing us back to the right course of action. Our worries are mostly illusory, the result of either ignorance or lack of faith. In collecting our thoughts, we can avoid being enslaved by our changing moods and the need to control other people. Allen writes:


Give up that narrow cramped self that seeks to render all things subservient to its own petty interests, and you will enter into the company of the angels, into the very heart and essence of universal Love.


He goes on to say:


There is absolutely no other way to true power and abiding peace, but by self-control, self-government, self-purification. To be at the mercy of your disposition is to be impotent, unhappy, and of little real use in the world.





The paradox of real prosperity is that it comes to those who forget about themselves in providing service to others. As they become highly valued, they are showered not only with money but with love.


Anyone can gain wealth if they try hard enough, but prosperity and peace of mind only arrive at the door of people who have first mastered themselves. You can pursue wealth directly, but it is wiser to perfect yourself in the provision of service. Even in the midst of riches you will remain virtuous, seeing yourself less as an owner than as a steward of divine abundance. Allen affirms:


The way to true riches is to enrich the soul by the acquisition of virtue. Outside of real heart-virtue there is neither prosperity nor power, but only the appearances of these.


Final comments


It is fitting that Allen’s book is the first among the 50 presented here, as it takes us to the very foundation of wealth and success—personal character.


Aristotle said “The hardest victory is the victory over self,” but it is a victory that enables you to win in all other aspects of life. The early Protestant merchants created fortunes because they had gold-plated reputations for honesty. The trust bestowed on them was the result of constant refinement of personal attributes that they believed were required of them by God. Yet you do not need religious faith to understand that the greater your moral depth and courage, the more you stand out from your peers. Money alone can make you financially rich, but to be both rich and happy you must be able to live easily with yourself. No work on refining your virtues (honesty, diligence, sympathy, and so on) is ever a waste, either in a spiritual or a material sense. The more abundant such qualities, the more easily riches are attracted to you, compared to people who only chase short-term gain.


In its emphasis on the power of the mind to create circumstances and with its metaphysical underpinnings, The Path of Prosperity was a forerunner of books such as The Secret, and has been an important influence in the self-development field. At only 30 pages it is a little treasure.





James Allen


Allen was born in Leicester, England, in 1864. At 15 he was forced to leave school and work in factories when his father, who had left for the United States to find work with the intention of then bringing his family over, was robbed and murdered.


Allen was employed with several British manufacturing firms until 1902, when he began to write full time. Moving to the coastal town of Ilfracombe in Devon, Allen settled down to a quiet life of reading, writing, gardening, and meditation. In a decade he wrote 19 books, The Path of Prosperity being the second. Others include From Poverty to Power, Byways of Blessedness, The Life Triumphant, and Eight Pillars of Prosperity. Allen died in 1912.


More information can be found in John Woodcock’s James Allen and Lily L. Allen: An Illustrated Biography (Ilfracombe: JLW, 2003).
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Multiple Streams of Income


“Every dollar bill is a money seed. Just as a tiny acorn contains the power to grow into a mighty oak tree, each dollar bill has the power to grow into a mighty money tree.”


“Prosperous people have always known… If one stream dries up, they have many more to tap into for support. So-called ordinary people are much more vulnerable. If they lose one of their streams, it wipes them out… In the future, you will need a portfolio of income streams—not one or two, but many streams from completely different and diversified sources—so that if one stream empties, you’ll barely notice. You’ll be stable. You will have time to adjust. You will be safe.”






	In a nutshell







	The prosperous do not depend on only once source of income, but grow orchards of “money trees.”







	In a similar vein







	John C. Bogle The Little Book of Common Sense Investing (p 40)







	Mark Victor Hansen & Robert G. Allen The One Minute Millionaire (p 140)







	Joe Karbo The Lazy Man’s Way to Riches (p 168)







	Robert Kiyosaki Cashflow Quadrant (p 180)







	Andrew McLean & Gary Eldred Investing in Real Estate (p 190)







	William Nickerson How I Turned $1,000 into Three Million in Real Estate—in My Spare Time (p 200)














CHAPTER 2
Robert G. Allen


In the 1950s, Robert Allen notes, most families could survive on one income. These days, most families need two. In the future, we will need multiple streams of income to be truly prosperous. People think that having a good job means security, but if something happens to that job, prosperity can turn to poverty with amazing speed. Widening your income sources provides peace of mind, because you know that if one stream dries up you not only have others but have the time to find more.


Allen is famous for his “nothing down” and “creative financing” realestate books, so you would expect Multiple Streams of Income to focus on only the flashier, high-growth ways to wealth. The surprise is that the first part covers conservative investment strategies such as having a “survival account” containing three months’ emergency cash, making sure that 10 percent of your income is always channeled into investments, and, if you go into the stock market, sticking mainly to index funds. Allen is also big on the power of compound interest (Baron de Rothschild described it as “the eighth wonder of the world”), noting that in the span of a normal lifetime a mere $1 a day, or $30 a month, will grow into $1 million. Allen admits to having “lost everything” twice over, so it is perhaps unsurprising that he was drawn back to these financial fundamentals.


Most readers will be looking to make money at a faster rate than over a lifetime, however, and this is where Multiple Streams of Income gets interesting. Allen identifies three “money mountains”—investing, real estate, and marketing—from which the average person should, with just a little knowledge and effort, be able to obtain at least 10 streams of income that keep flowing in, in the process creating freedom from a single employer. There are too many ideas in the book to cover each “mountain” properly, but the following points should give you a taste of the contents.


First stop the leaks


For the concept of multiple streams of income to work for you, Allen explains, you must “stop the leaks.” One leak is taxes. Wealthy people are not afraid to spend money on getting the best tax advice available.





The other major leak is spending. Prosperous people do things differently when they spend, things that only take a few minutes but reflect their mastery of money:


[image: Image] They make sure that most of their purchases are planned. Generally, the longer the timeframe before a purchase, the less you will pay (as oil magnate J. P. Getty put it, “I buy my straw hats in the fall”).


[image: Image] They ask for and get discounts (“never pay retail”).


[image: Image] They always get receipts, check them, and then once they get home put the receipts into a categorized file.


[image: Image] They balance their accounts on a regular basis.


Allen notes that some people are great at finding bargains, but then do nothing constructive with the money they save. Prosperous people are both good at finding bargains and invest what they save—they love “saving” in both senses.


The main difference between the rich and the poor is this: Poor people see money simply as cash in their hands, to be used as soon as they get it. Rich people, in contrast, understand money primarily as seeds to be planted that will grow into “money trees.”


Gain residual income


Allen asks, “How many times do you get paid for every hour you work?” Most people get paid only once for every hour they put in; this is what earning a salary is all about, and it applies even if you are in a highly paid position like a doctor. You are paid to be in a certain place at a certain time, doing certain things, so however much you earn doing it you are on a sort of treadmill. Allen remarks, “Working for someone else, unless you own a piece of the profits, is not security. It’s just the illusion of security.”


The secret of the wealthy lies not so much in the amount of money they earn, but in the fact that they earn it in a different way. With “residual” income, you work hard once and that effort generates a flow of income for years afterwards, often for the rest of your life. Allen puts it another way: “Poverty is when large efforts produce small results. Wealth is when small efforts produce large results.”


His own example is writing Nothing Down, a real-estate manual that he wrote “on spec” in 1980. He spent over 1,000 hours on the book and had zero return for two years. “Teenagers working at McDonald’s earned more money than I did,” he notes. “But I wasn’t looking for a salary. I wanted a royalty.” The book eventually became a bestseller and Allen is still earning tens of thousands of dollars a year—from a product he created almost three decades ago.


Software designers, artists, inventors, and film actors can all earn royalties for things they did or produced once. Investors can have streams of income without end (through dividends, interest, or appreciation) as a result of making one wise investment. Real-estate owners get a continual flow of cash from paid-out properties. Many others get a “piece of the action”—marketing consultants, business partners, insurance agents—in place of, or in addition to, normal paid work. Thanks to streams of residual or passive income that come in even while they sleep, such people’s time is freed up to design, create, or source even more streams of income.


Win big in real estate


People engage in a huge array of money-making schemes, Allen notes, when the simplest and most powerful is right in front of them: property. He calls real estate “the poor person’s millionaire maker,” because with little or no money (he includes a whole section on “nothing down” financing) you can become quite wealthy within a few years, using the power of leverage and assuming modest rates of appreciation.


The example he gives is buying a property today for $150,000, putting $10,000 down as a deposit. If it appreciates at a rate of 5 percent, the property will be worth $244,000 in ten years. By that time, your mortgage will only be $131,000, which means that your equity minus outstanding loans will be over $130,000. This equals a return of over 20 percent a year on the original $10,000 investment. How many people get a 20 percent return from the stock market, Allen asks, over such a long period? Warren Buffett perhaps, but he is one in a million.


With only modest property appreciation, the average home owner makes money while they sleep. It’s a pity, Allen suggests, that they don’t buy more properties and multiply the effect.


However, even if the property market is not appreciating, you can still do very well with real estate using a little knowledge and creativity. Allen elaborates on a potentially lucrative way to earn great returns: buying out or taking over the mortgages of people who can’t keep up the payments on them or have a desperate need to sell. This is not about taking advantage, more that you are solving a problem for them that ensures they avoid bankruptcy or foreclosure, while also making a good profit for yourself. Hundreds of thousands of properties go into foreclosure every year. You only need to find one where you can solve a problem that delivers you a bargain property, and this can set you up for life.


Even if you don’t get into real-estate investing, remember this fact: The average net worth of renters is about 30 times less that of home owners. Getting your own home is an important first step on the road to wealth.


Be an information king


Allen’s unattractive term for establishing streams of income from the creation or sale of information products is “infopreneuring.” The beauty of information products (books, CDs, newsletters, and so on) is that they are inexpensive to produce, alter, and inventory, have a high markup, have copyright protection, plus you enjoy the prestige and satisfaction associated with being the creator of ideas and intellectual capital.


Allen notes that most experts haven’t a clue how to package or sell their knowledge, yet if it were made accessible there would probably be a market for it. The key to success is the internet, which thanks to the magic of search engines can bring your particular expertise to thousands of people. Package that expertise into an inexpensive e-book that nevertheless has a high markup, and you can bring in a lot of money in a short space of time. But to find the “hungry fish” of users and buyers, you first need to learn about creating “irresistible bait.”


Most infopreneurship involves a new slant on an old product. Don’t be afraid to pursue niches that seem small but could be very lucrative. Thousands of books had been written on real estate before Allen’s, for instance, but no one had written one on buying with “nothing down.” He tapped into an unknown need for information. Focus on the basic human needs of money, self-esteem, health, God, relationships, and beauty, and you can’t go far wrong.


Marketing: Crack the code


Packaging and title can make all the difference to selling a product. Allen mentions an entrepreneur who had condensed hundreds of classic books into only two pages each, and put them together as a volume called Compact Classics. But no one bought it. The same content was repackaged into The Great American Bathroom Book (perfect reading for the “little room”) and it brought in millions of dollars. He had “cracked the code” for getting the greatest return from his product.


Sometimes changing just one word, or adding a word, will make all the difference to your ability to sell something. Allen mentions Joe Karbo’s book The Lazy Man’s Way to Riches, which Karbo originally tried to sell via an expensive, large newspaper ad including the line “How to make $50,000 a year the lazy way.” Only a trickle of orders came in. Next time he changed the figure to $20,000, a small difference that brought him a fortune. What was the difference? People could not see themselves making an extra $50,000 a year, but they could imagine making an extra $20,000. Through a little experimentation Karbo had matched irresistible bait to the hungry fish. (Incidentally, it was a great product in the first place; see the commentary on this book on p 168.)


At a deeper level, never forget that the purpose of building a business is to create long-term customers, who over a 10–15-year period will be worth a lot of money to you. Therefore, the “most important function you must perform as an infopreneur is to constantly maintain and update your database.” You can sell a range of products to your database of loyal customers; they don’t even need to be your own products. If they trust you, people will buy what you recommend.


Final comments


Is Allen’s idea of multiple streams of income from investments and intellectual capital an impossible dream? Not only is it possible, he argues, it is the way of the future. Only 100 years ago most people were still small-time entrepreneurs who earned their money from a range of sources. Only with the move from farms to factories and offices did we become dependent on single, large organizations for our money. But with more and more people choosing to rely on their ingenuity as creators, innovators, and investors, what we now think of as normal may end up being a historical anomaly. When so many other sources beckon, it is the idea of receiving all your income from one source (your employer) that will seem risky and strange.


Allen has been criticized for being a marketing genius while not actually providing anything of real value. Although you may disagree with some of his techniques and ideas, the basic idea of multiple streams of income is a valuable one. Many readers will not be interested in some of the more involved strategies Allen discusses, including buying tax lien certificates, network marketing, licensing, and selling options on shares that you own, but these will at least get you thinking about extra sources of income. Be warned that the chapter on income streams from the internet is now out of date (even in the latest edition).


Robert G. Allen


Raised in small-town Alberta, Canada in the 1950s by religious parents, as a young man Allen spent two years doing missionary work for his church in Tahiti. In 1974 he obtained an MBA from Brigham Young University in Utah, but on graduating was unable to gain the corporate job he wanted. Having enjoyed William Nickerson’s How I Turned $1,000 into $1 million in Real Estate—in My Spare Time, Allen apprenticed himself to a wealthy real-estate developer and became a property investor himself. He shared his success secrets with a few friends, who did well. Allen then put an ad in a local newspaper offering to teach people “how to buy real estate with little or no money down.” It was an instant success, and he licensed his ideas to a seminar company and received millions in royalties. In 1985 he launched his own training company to promote his ideas, and he continues to run seminars and write.


Allen’s books include Nothing Down: How to Buy Real Estate with Little or No Money Down (1980), Creating Wealth (1983), Nothing Down for the 2000s (2004), and Multiple Streams of Internet Income (2005). He is coauthor of The One Minute Millionaire with Mark Victor Hansen (see p 140).
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The Automatic Millionaire


“In order to become an Automatic Millionaire, you’ve got to accept the idea that regardless of the size of your salary, you probably already earn enough money to become rich. I can’t stress enough the importance of believing this—not just with your mind but with your heart as well. It’s an ‘Aha!’ moment that can truly change your life financially.”


“Please trust me on this. Nothing will help you achieve wealth until you decide to Pay Yourself First. Nothing. You can read every book, listen to every tape program, order every motivational product, subscribe to every newsletter there is, and none of it will get you anywhere if you let the government and everyone else have first crack at your salary before you get to it. The foundation of wealth building is Pay Yourself First.”






	In a nutshell







	There is no easier or surer way of attaining wealth than through the habit of paying yourself first through automatic deductions.







	In a similar vein







	Suze Orman Women and Money (p 208)







	Dave Ramsey Financial Peace Revisited (p 228)














CHAPTER 3
David Bach


Before he wrote The Automatic Millionaire, David Bach was already an adviser, popular speaker, and media guest on financial matters. But whatever he talked about, people still kept asking him: What is the secret to getting rich?


The “secret” had been crystallized for Bach several years before, when a manager at a utility plant and his wife came to see him for advice. They seemed like an average working couple, with an average wage, two grown kids, and no pretensions.


Bach was all ready to help out this couple, the McIntyres, but in the end it was he who got the education. When he looked over their financial statements, it quickly became clear they were not average. They owned their home outright, owned another one that gave them a stream of income, had large pension funds, sat on a small mountain of cash and bonds, and enjoyed three cars and a boat. Total net worth: well over $1 million.


The McIntyres revealed their secret: Taking their parents’ advice, since they got married in their early 20s they had automatically saved 10 percent of whatever they earned. As they had always done this, they never really noticed that the money wasn’t there. Even though they had never earned more than modest wages, they could now retire early and without any money worries. The couple claimed, “If we can do it, anyone can.”


Bach’s secret to wealth, as he admits in the first few pages, is not what most people expect. It will not “transform your financial situation overnight,” he warns. You can become a millionaire, but over the course of a normal working life, following “the tortoise’s approach to wealth, not the hare’s.”


Understand the latte factor


The secret to becoming wealthy is not, as most people think, working out how to make a lot more money. Everyone thinks that a new job or a raise will open up new vistas of life enjoyment and power—until they get the new job or pay increase. They then realize that the more you earn, the more you spend, and they’re still living from one pay check to the next, caught in an endless cycle of work–spend–work. This is an “unwinnable race.” In such a state, wealth remains just a pipe dream.





One such person was Kim, a 23 year old who came to one of Bach’s personal finance courses. After Bach had been talking about the effect of saving a few dollars a day over time, she complained that his ideas were “not realistic” for someone living on a normal wage. When Bach asked about her daily habits, it transpired that she was spending $5 on a double nonfat latte and a muffin before she even got to work each morning, then another $5 or $6 on a juice and energy drink before she had even had lunch.


We all like our treats, Bach notes, but consider if Kim had put only $5 of this money into a pension scheme that was invested in the stock market. It would amount to $150 a month. Assuming a return of 10 percent a year (the stock market average over the last century), what would Kim’s “latte money” be worth at age 65, the normal retirement age? $1.2 million—and if her employer matched her contributions, it would be more like $1.75 million. After seeing Kim’s reaction when she realized that her daily takeout coffees were costing her millions of dollars, Bach’s famous “latte factor” was born. As People magazine later put it, “A latte spurned is a fortune earned.”


Pay yourself first


Bach counts the ways you can get rich: marry into money, inherit money, win it, sue someone, budget for it. All of them have problems, and particularly budgeting, which he says “goes against human nature.” Some people are sticklers for detailed spending plans, but most are not.


The only way to get rich easily is to “pay yourself first,” automatically putting aside at least 10 percent of your income into savings, a pension scheme, or investments. Most people are aware of the concept, Bach notes, but few really appreciate how it works, and fewer again actually live it.


Once upon a time, people did not have tax automatically deducted from their pay, but had to stump up for it at the end of the financial year. But governments soon learned that people were not very good at budgeting, so they made sure they got paid first through automatic deductions. Governments know about human nature and base their revenue systems around it. To get rich you must follow their lead; that is, pay yourself first (before you pay your bills, mortgage, school fees, whatever) and make the payment automatic.


Who do you work for? Bach notes that most people save no more than 5 percent of their gross income. Based on an average working day, this comes to only 22 minutes a day working for yourself and your retirement. To “finish rich,” you need to start contributing at least 10 percent of your income to a pension scheme that allows you to avoid paying tax. Taking this simple step will mean you end up with more money than 9 in 10 people.


If you’re dead broke, you can begin by paying yourself only 3 or 4 percent of what you earn. To make sure it didn’t hurt, when Bach had nothing in his 20s he started off putting aside only 1 percent. What matters most is the habit; as you earn more you can increase what you put aside. If you own your own home, for instance, you may be able to pay yourself 20 percent of your gross income. What you must think about, like Kim, is the large amount of money you will lose (for most people in most circumstances, over $1 million) if you don’t pay yourself first.


Bach notes that some people don’t want to hear this secret to getting wealthy. They are more attracted to larger, one-off gains or get-rich-quick schemes, but the foundation of all wealth is having savings and adding to them regularly.


“Automation plus compound interest equals serious wealth”


Bach has a chart he likes to present in his seminars, “The time value of money,” which tracks how much a few thousand dollars would be worth at retirement age if invested while young. Most people’s reaction to it is: “I wish I had seen this earlier.” The chart gives the example of two young people, and the salient point is this: The first person, though he invested only $15,000 before he was 19, would end up with more money than his friend who put in $24,000, but only did so between the ages of 19 and 26. The later you start, even though you put more money in, the longer it takes to get the astonishing effect of compounding.


Yet there is still hope for the rest of us who start later. Over a period of 30 years, $3,000 invested a year ($90,000 in total), if compounded at a 10 percent return, will still come to a handsome $1,324,000. Given how much longer people are living, this means that you could start saving properly at 40, and by 70 (when many people are retiring now) you could still be a millionaire.


What about my debts?


Lots of people look rich, Bach notes, but then you find out they are living on a mountain of credit card debt. It is impossible to become a millionaire by keeping your credit card balances high, making the minimum repayments, because with the extortionate interest rates the banks charge it could take you 30 years to pay them off. Bach himself racked up $10,000 of credit card debt on consumables just while he was in college. He stopped abusing credit cards only when he made sure that they were not in his pocket when he went shopping.


If you have credit card debt, the logical thing would seem to be to pay it all off first before you began “paying yourself first.” In fact, you will be more motivated if you start saving at the same time as paying off your credit cards. Bach recommends putting half your “pay yourself first” money and applying it toward your monthly credit card debt to pay it off more quickly, and meanwhile begin saving with the other half. He calls this strategy “bury the past and jump to the future.”





Have a cushion


A whole chapter in The Automatic Millionaire is devoted to the need to set aside a “rainy day” fund that will cover all your living expenses for at least three months if you lose your income or encounter the unexpected. The fund could be enough to cover a whole year or more, but the main criterion is how much you feel you need behind you to get a good night’s sleep. You can still, of course, earn good interest on the fund.


The record levels of bankruptcies and home repossessions, Bach notes, is partly because people no longer make sure they have such a cushion in place. Our parents and grandparents routinely created such a fund, but we live under the illusion that life is one long easy financial ride—until something happens. His grandma would tell him, “David, when the going gets tough, the tough have cash.” Cash is king for all sorts of reasons, and the combination of a rainy-day fund plus long-term investments should lighten any heart.


Pay it off early


If you really want to be a millionaire, Bach says, you need do just three things:


(1) decide to Pay Yourself First 10 per cent of what you earn, (2) Make it Automatic, and (3) buy a home and pay it off early.


He offers various secrets for paying off your home loan much more quickly than the normal 25 or 30 years, thus saving yourself a fortune in interest. One way is to pay an extra 10 percent on top of your normal monthly repayment. If, for instance, your monthly repayment is $1,834, you pay the bank $2,017 instead (not a great difference). This will end up shaving off around $129,000 over the life of your mortgage.


Tithe automatically


Bach notes that we think that money will make us feel good, but in fact it is having meaning in your life that makes you feel good. Tithing, or giving away 10 percent of what you earn, is common to many cultures. You can make it more or less than 10 percent, but the main thing is to feel joy in giving. Doing so reminds you that you are a person who can give, and who is blessed with the ability to make more. It is your way of saying thanks to the universe.


However, as with paying yourself, make your tithing automatic. Make sure that the organization you are giving money to is officially a charity and you will also get tax benefits on what you contribute.





Final comments


The Automatic Millionaire shows that there is another way out of the rat race other than creating wealth through your own business. You can stay in your job and amass wealth slowly through automatic saving, the effect of compounding over time, and tax rules that benefit “those who help themselves.” Indeed, what Bach learned from his exemplary couple the McIntyres is: “how much you earn has almost no bearing on whether or not you can and will build wealth.” With a sufficient degree of diversification in your investments (even if you put all your money into one diversified fund), the regularity and long timescale of the Bach way mean that nasty surprises in the stock or realestate markets affect you less. Your attainment of wealth becomes an inevitability, not just a hope.


The concepts in The Automatic Millionaire may not be exciting (as Bach notes, “Managing your money should be boring”) and are certainly not original—any reader of George Clason’s classic The Richest Man in Babylon will be familiar with the concept of paying yourself first—but they make up for it in terms of clarity and certainty. Though Bach had written books before, this one was his breakthrough work, selling a million copies. Smart Couples Finish Rich and Smart Women Finish Rich may be “better” books from a critical point of view, but The Automatic Millionaire is powerful because it is so simple.


David Bach


Before becoming a high-profile personal finance guru, Bach was a senior vice-president at financial services firm Morgan Stanley and ran the Bach Group, which invested money for wealthy individuals.


His company FinishRich media presents “Finish Rich” seminars across America, he is a keynote speaker for corporate events, and he has appeared as a guest money coach on many US television shows, including Oprah.
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