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Introduction

 

If you find yourself seeing other people accumulate wealth while you continue to struggle the same way you always have, this book is exactly what you need. This book is going to show you the difference in how wealthy and poor people think and how you can transform yourself from poor to wealth by making just a few simple changes. 

Once you have seen the benefits that are gained when you change your habits and pay yourself first, you will wonder why no one told you these things before now. Each chapter in this book has been thoughtfully designed to help you learn a key point in personal finance and how you can best apply it to your life to reap the benefits, as well as teach you some of the common mistakes people make, as well as how you can avoid making the same mistakes. 

Starting with what money is, as well as the differences between earning and making money, this book covers both basic and more in depth concepts in a way that will not leave you confused. Get ready to embark on a financial journey that is going to show you that there is no reason for you to live your life paycheck to paycheck. It is time for you to take control of your finances, learn to pay yourself first, and put yourself on the road to financial freedom.

 


Chapter 1: What Is Money? – Understanding The Consumer Society

 

Before we can dive into helping you learn how to become financially set and stable, or wealthy, we first need to understand what these words mean. What is money? Why is it important, and why do people never seem to have enough? In this chapter, we are going to answer these questions to enable you to have a clear understanding throughout the rest of this book. If you don’t understand what money is and how it works, it is going to be increasingly difficult for you to get onto the road to financial freedom. 

What Is Money? 

When you hear the word money, you probably picture the bills and coins that are in your wallet. Or maybe you see your debit card, credit card or bills. All of these would be accurate. Money is defined as being any article or confirmable record that another will accept as compensation for products, services, or repayment of debts in a socio-economic context.

Money has four functions: a medium of exchange, a common measure of value, a standard of deferred payment, and a store of value. Below we are going to briefly look at what each of these means. 

A Medium Of Exchange – This is when money is used to intermediate the exchange of goods and services. Money avoids the coincidence of wants problems and compares the value of dissimilar items. 

A Common Measure Of Value – Money is a standard measure of and common denomination of trade. It is a basis of for quoting and bargaining of prices and is needed to develop efficient account systems. 

A Standard Of Deferred Payment – This is an accepted way to settle a debt. When debts can be denominated in money, the real value of those debts can change due to inflation and deflation. 

A Store Of Value – If money is to be a store of value, it has to be able to be saved, kept, and reclaimed in a reliable manner. The value or worth of money has to also be persistently stable over time. By saving and storing money, you are enabling yourself to have purchasing power in the future.

Why Is Money Important?

While many people can agree that money is not everything in life, money does play a very important role in our lives. Obviously, we need money to provide our basic needs, a home, food, water and clothing. Beyond that, money is essential to help us achieve our life’s goals and supports such as family, healthcare, education, charity, adventure and fun. Money also allows for us to have financial security. Having money means that you are not dependent on being employed, are not living paycheck to paycheck, and are not forced to put up with abuse from your boss because you need your job. When you have money, you are able to have more control over your life. You have the freedom to carve out your own path without the worries of being confined in a career where you are unhappy.

Many people imagine that to be wealthy, you need to live in the biggest house, drive the newest car and go on the most expensive vacations. However, that is not what this book, or what wealth is about. Having lots of money, or wealth is about having very few wants. It’s about being able to make the choices that are best for you and your life without being limited or stressed out about still meeting your basic needs. 

Why Do People Never Seem To Have Enough Money?

There are two main reasons that people never seem to have enough money and are always trying to become richer is because they are rich and not wealthy. While many people think that being rich and being wealthy are the same thing, they are very different. When you are wealthy, you aren’t worried about money. You have enough money to meet your basic needs at all times. Someone who is wealthy is someone who is not going to face poverty. Someone who is rich is someone who has accumulated enough to purchase the comfort of a luxurious nature that is above the common people. However, many people who are rich, purchase these items using credit and are dependent on their jobs in order to make those payments. When you are rich, you are never really financially secure. Someone who is wealthy who is someone who is about to create a residual income stream. This means that they never have to work for their money, but they are always making money. People aim to become rich in life, as opposed to becoming wealthy. 

What Is A Consumer Society?

The second big reason that people never seem to have enough money is that we live in a largely consumer based society. The main characteristic of a consumer based society is that the buying and selling of goods and services are the most important activity, both socially and economically. The more things that a person owns, the more successful they are deemed to be. 

You can see examples of this all around you, here are a few examples of a consumer society you might find around you: 


	
● Remember when you were in High School and really wanted that brand name binder, shoes, jacket, or sweater? Or in elementary school when you wanted to have a specific character on your lunch box? These are both examples of a consumer society. Here are two more examples: 


	
● Neighbor One just bought a new car. It is a base model of an upscale brand and comes with a large price tag. When Neighbor Two sees this, he decides that he also needs a new car. Instead of going for something that is realistically within his budget, he thinks of Neighbor One and decides to go with a higher end model of another upscale car brand. He makes sure that everyone who was excited for Neighbor One sees him park his new car outside his house; 


	
● Family One just bought their family a new ten-foot pool for the backyard. Family Two lives next door. When they see Family One’s new pool, they decide their eight-foot pool that they have owned for 3 years is no longer big enough for their family. They head out to the store and settle on a new twelve-foot pool. 




In both of these examples, we can see where people are trying to one up each other. If you pay attention to the people around you, and maybe even yourself, you can see how the things you purchase become a large part of the conversations you have with one another, and how people almost compete to own the most things, the biggest things, or the most expensive things. 

The consumer society that we live in is a huge part of why people aim to be rich instead of wanting to be wealthy. When you are wealthy, you aren’t aiming to own more things. Instead, you are happy with the things you have and simply want to maintain your lifestyle. 

The Value Of A Dollar

When you have money, it can be hard to remember the value of a dollar. This is even more true in a consumer society. When people are making the choice to have the newest smart phone, nicest car, and biggest pool, they forget what the value of that money is. 

To help you learn what the value of a dollar is, think of the time value that is associated with that money. If you are going to spend two hundred dollars on a smart phone, think about how many hours you needed to work to afford that phone. Ask yourself if that purchase is still worth it. You are likely going to find as you convert your purchases and expenses into the number of hours you are working to earn that money, you are going to spend less money on things you don’t need. This is going to help you veer away from the consumer society most people live in. 

Now that we have a good understanding of what money is, how it works, its value and the importance of money in our lives, we are going to look at some of the differences between making money and earning money, which are not the same thing. 




Chapter 2: Earning Money And Making Money – What Is The Difference?

 

Many people think that earning money and making money are the same thing, but like with most opinions about money, this isn’t the case. In this chapter, we are going to look at what it means to earn money and what it means to make money. We are also going to look at which of these categories most people fall under and why making money is better for you than earning money. 

Earning Money

When you are earning money, you are trading your time and energy for money. In other words, you work for an hour, and you are paid for an hour. If you do not work for that hour, you aren’t paid. It doesn’t matter if you are paid hourly, on a salary or commission. You are being paid by someone else in exchange for your time and energy. This means that you are relying on some other entity for the money that is going to support you and your lifestyle. Another aspect to earning money is that when you work for an hour, you are only going to be paid for that hour once. This is important to remember as we look into what it means to make money. 

Making Money

When you are making money, you use your time and energy once and get paid over and over again. Making money allows you to be independent and doesn’t require you to depend on someone else for the rest of your life. 

People who earn money are often the ones who are in debt and are living paycheck to paycheck. Those who are making money are wealthy and have much more financial freedom. 

The idea of putting your time and energy into something once and being paid for it over and over again may seem as though it is too good to be true. Here are a few examples of ways people make money: 


	
● Coming up with an invention that they are able to sell to a person or company and receive an ongoing royalty; 


	
● Writing a play that is licensed to a production company to turn into a movie or TV show; 


	
● Investing in real estate properties and renting them out for more than the mortgage cost and other expenses;


	
● Investing in a parking lot and renting out the same spaces every day; 


	
● Investing in dividend-producing stocks or other interest-producing financial instruments that pay out regularly. 




This should give you an idea of the limitless possibilities that are out there for ways to do something one and be paid over and over again for it. Some people refer to this as passive income instead of earned income, but anyone who has invested in an income producing asset knows it is rarely completely passive. There is usually consistent work that is going to be involved in ensuring the asset contains to produce a regular income. 

Do You Need To Earn Money To Make Money?

Some people believe that it takes money in order to make money. While this is true, it doesn’t always have to be your money that you use in order to make money. You could be able to start making money right away if you are able to borrow the money by having Some people believe that it takes money in order to make money. While this is true, it doesn’t always have to be your money that you use in order to make money. You could be able to start making money right away if you are able to borrow the money by having someone invest in your idea, or through a loan. This is referred to as leverage. 

Leverage is when you are able to utilize other people’s time, energy, and money to make you money. This could mean that you take your idea for a play to a play wright who hasn’t been successful financially yet, and partnering with that person to get the play written. It could also be working with an investor to financially back your real estate deals when they don’t have the time to find them, and you don’t have the money to back them. The downfall to using leverage is that you aren’t completely in control of the process. However, leverage is a great way to get your money making career started. 

Sometimes it doesn’t take much money to create an income producing asset. Occasionally things might just fall into place the way you need them to and allow you to begin making money. 

Why Is The Difference Between Making And Earning Money Important?

Eventually, you are going to be making enough money that you are going to be able to support your chosen lifestyle. At this time, you could choose to stop earning money. In other words, you can stop working at your day job and rely only on your “passive” income to support yourself. Alternatively, you can continue earning money until you are able to support both your chosen lifestyle as well as contribute to charities or community projects. 

 


Chapter 3: Why Do We Want To Be Wealthy?

 

The idea of being wealthy and not having to work probably sounds pretty appealing to most people. However, other people might be thinking, but why would I want to be wealthy? I like my job, and I am not living beyond my means, and I am earning more money than I need to survive. If this is the case for you, there are still lots of reasons that being wealthy is more beneficial to being rich, and of course, why it is much more beneficial to be wealthy than to be poor. 

Freedom – When you are wealthy, you have the freedom to do what you want, when you want it. You aren’t confined by being needing to be at work at a certain time, needing to meet deadlines, or putting in a certain number of hours at a job. If an opportunity comes up, you are able to take advantage of it without worrying about your finances. 

Options – When you are wealthy, you are able to take advantage of opportunities that other people may not have the finances to. You are able to take your life in any direction you choose too. You can choose to invest in ideas that are high risk and be able to reap the benefits of those risks without worrying about the loss you might incur. 

Choices – With all of the options you have, you are able to make choices. Unlike those who are limited by their finances, when you are wealthy, you are able to make virtually any choice you want to. 

Relationships – People who are wealthy, network and build on relationships. If you have money, people are going to start coming to you with options to get the best deals, investments and opportunities. 

Connections – People who are wealthy typically have mentors who are able to help them. With any goal that a wealthy person has, they are able to surround themselves with people who are experts to help them get the result they are trying to achieve. 

Philanthropy – Most wealthy people want to give back. It is human nature for us to want to contribute to a better world. While you don’t need to have money to be a philanthropist, when you have money you have the freedom to do a lot more for others than you can when you don’t have money. 

Health – People who have money usually have a trainer to help them keep physically fit. Since they have money, wealthy people also tend to eat a lot better than those who don’t have money and are therefore able to keep themselves healthier. They are also not worried about medical expenses. 

Resources – Resources are more readily available to those who are wealthy. Whether you want to have your child in a specific school, live in a desirable neighborhood, travel, or anything else, you have a better chance of accomplishing these things if you are wealthy. 

Experiences – When people have wealth behind them, they are able to experience anything they want to. They can travel the world, have a collection, or take part in any hobby they desire to. Since they have wealth, they are also able to ensure that their children are able to get the experiences they feel are important for them. All of these things can be done without the need to worry about where the money is going to come from and how long it is going to take for them to save up this money. 

A lot of these things aren’t only available to those who are wealthy. In fact, many people who are not wealthy find ways to do a lot of the same things as wealthy people. However, there is one big difference between how those who are wealthy and those who are not wealthy do these things. That difference is that when someone who is not wealthy tries to do these things, there needs to be thought and planning and budgeting. Often it requires that a second, and even a third, job is found. It can also require fundraising and asking other people for help. When you are wealthy, you are able to do the things above without needing to worry about where the money is coming from.

In the next chapters, we are going to look at some of the habits that wealthy people have, as well as those that poor people have. Pay attention while you are reading these lists, and see where your habits fall. If you aren’t happy with where your habits fall, make a point of changing your habits to lead your life to where you want it. 

 


Chapter 4: Habits Of Wealthy People

 

Those who are wealthy have a set of habits that are unique to them. 

Meditation – Many people who are wealthy attribute that wealth to meditating. When you meditate, you are taking care of your body and mind by helping you to relax and focus your mind. 

Wake Up Early – There are many wealthy people who attribute their wealth to being early risers. When you get up early, you are able to start your day ahead of everyone else. This means that you can respond to others, exercise and find some personal time before the day gets hectic. Early risers also tend to be happier and more proactive. 

Network – People who are wealthy realize the importance of networking. Research has shown that networking leads people to performing better as work and helps them to become more innovative. 

Stay Busy – People who are wealthy are rarely idle. When they do find themselves with spare time, they use it to learn something or to stay active. 

Can Say No – Wealthy people know when they should say no, and they don’t feel like they need to say yes. They realize that saying no to negativity, extra work and time wasting activities will allow them to increase their productivity. 

Read – Wealthy people prefer to read over watching TV. When they read, they choose to read to read for learning purposes rather than for entertaining purposes. 

Make To-Do Lists – Wealthy people write out their to-do lists before they go to bed. This allows them to set their priorities for the next day. They number their lists to help them identify which tasks are the most important and help them to stay on track. 

Set Goals – People who are wealthy, set goals and visualize their success. If you don’t set a goal and visualize how you are going to get there, you are never going to get there. 

Manage Their Money – Wealthy people are wealthy because they invest their money wisely, look for new opportunities, and set aside money for emergencies. They are generous and willing to help people who are in need. 

Question Themselves – Creating wealth is about critical thinking. Wealthy people surround themselves with people who think differently than they do. This enables them to think outside the box and question their beliefs. Doing this brings new opportunities to them. 

Outsource – In order to create wealth, you need to be effective at managing your time. On any given day, you are going to accumulate busy work. By being able to outsource the mundane, but important, daily tasks to other people you are going to be able to accomplish more. 

Live Minimally – Wealthy people don’t do without things. However, they have developed the habit of knowing what is essential and what is a luxury. They may indulge in a few items, such as a nice house or car or brand name clothes, but they do not purchase more than they need. 

Learn Every Day – Prosperous people make a mindful effort to grow, learn, and appreciate something new every day. By being able to learn and understand the way things work and how people operate, you are better able to predict the actions and needs of others and profit from it when the opportunity presents itself. 

Show Gratitude – When you constantly have people around you, being able to express sincere gratitude is a good way to ensure that people have good opinions of you. It is also a good idea to make a habit of thanking people with a gift or a card. 

Meet New People – Many people are fearful of speaking in public. People who are wealthy overcome this fear by meeting someone new every day. By talking to someone new every day, you are helping to build the confidence you need to address a larger group of people. 

Eat Healthy – People who are wealthy watch what they eat. They limit the amount of junk food they are consuming. They value their health and because of that, they have longer lifespans which open up more opportunities to earn more money. They also make it a priority to ensure that they are bringing healthy food into their homes, this way when they do feel like snacking, they can do so without indulging in foods that are unhealthy. 

Exercise Regularly – Like with healthy eating, wealthy people always find time in their day to work out. Working out is known to relieve stress and also helps you to feel better about yourself. Making the time to work out shows that wealthy people find it important to make themselves a priority. 

Give Back – Charity and philanthropy are common among those who are wealthy. Giving back to the community is an important characteristic among the wealthy, and this is shown throughout history from Nelson Rockefeller and Andrew Carnegie to Carlos Slim and Bill Gates. 

Understand Passions – One thing many wealthy people do, is incorporate their passion into their job. They don’t work at a job because it is a paycheck. They work at a job because they are passionate about it, or some aspect of it. This is what enables them to be willing to devote so much of their time to their work; they genuinely love what they are doing. 

