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A QUICK QUIZ 
WHERE DOES YOUR MONEY REALLY GO?

Do you know where your money goes? Are you really aware of every red cent you’re spending, or does a lot of it slip right through your fingers, leaving you wondering at the end of the month how you’re going to make ends meet? Knowing where every penny goes is one of the key principles of living cheap. Take this quick quiz to find out how your dollars stack up.

1. When you look at the receipt after leaving the grocery store, you:

A. Feel shocked at the total and express disbelief that you could have spent that much.

B. Feel alarmed at the rising grocery prices, but feel that you made sensible purchases.

C. Smile happily at your tiny total, knowing that you got the food you needed for the week at a minimal cost.

2. When you sit down to pay bills, you:

A. Hope that there will be money in your account to cover the checks.

B. Get through the task as quickly as possible, but don’t worry about having enough money to pay the bills.

C. Look for ways to trim a few dollars off every bill you pay.

3. When an unexpected bill comes in the mail, you:

A. PANIC!

B. Calmly take a little out of savings and a little out of the checking account and pay the bill, then use the credit card to cover regular expenses for the next week.

C. Fire off that payment without thinking twice thanks to cheap living and an emergency fund.

4. It’s Sunday afternoon and time to go grocery shopping. You:

A. Jump in the car and head straight to the supermarket.

B. Make a grocery list.

C. Use the grocery store flyer to plan your meals for the week and then make a list from that meal plan.

5. How much money is in your checking account right now (without peeking!)?

A. I have no idea.

B. I know within a few hundred dollars.

C. I know within a few dollars.

6. How much money did you spend on entertainment and hobbies last month?

A. I don’t know—a lot?

B. I know pretty close to the amount, but it’s more than is probably healthy.

C. Ten bucks or so.

7. A friend calls up and wants to do something fun. You:

A. Go out with your buddy and drop at least $100—or whatever the evening requires to “have fun.”

B. Go out with your buddy, but just spend $20 or so.

C. Suggest twenty or so different things to do, none of which cost much of anything at all.

8. Your kids are bored. You:

A. Load ’em up and take them to the mall.

B. Load ’em up and take them to the park and then out for ice cream.

C. Pull out board games, play catch in the yard, and spend the afternoon together at home.

9. When you open up your cell phone bill, you:

A. Grumble loudly about overage charges, extra text message fees, and out-of-plan-area calls, but pay the bill anyway.

B. See a few small additional costs, but pay the bill without sweating it.

C. Rarely see an extra cost, but if you do, call up the cell phone company and make sure it doesn’t happen again.

10. You see a new toy/gadget/clothing item you really want. You:

A. Whip out the plastic and buy it immediately.

B. Don’t buy it right then, but go home and plan how you can afford it, then buy it next week.

C. Go home and see if it fits in your budget. If it doesn’t, put it off until a later date when you really can afford it—if you still want it then, that is.


Scoring

For every A answer, give yourself 3 points.

For every B answer, give yourself 2 points.

For every C answer, give yourself 1 point.

Do you know where your money goes?

25 TO 30 POINTS: Your money flutters through your fingers and blows away in the wind. Time to buckle down and learn how to live cheap.

18 TO 25 POINTS: You know some of the tactics for living a financially sensible lifestyle, but too much of your cash still slips through the cracks. Time for a tactics refresher.

10 TO 17 POINTS: You’re a thrift machine who knows how to save money— and knows the usefulness of discovering new ways to save a penny.


THE TEN BIGGEST TIP$ FOR 
LIVING CHEAP

1 Take Little Steps, Not Big Ones

2 Realize That You’re Not Alone in This Journey

3 Spend Less Than You Earn

4 Calculate How Much You Really Make

5 Record Every Penny You Spend for a Month

6 Master the Ten-Second Rule

7 Master the Thirty-Day Rule, Too

8 Keep Track of Your Progress

9 Talk about Your Money, Especially with Your Partner

10 Automate Your Savings




1. TAKE LITTLE STEPS, NOT BIG ONES

Making changes to your everyday lifestyle is hard—that’s why so many people try diets and eventually fail. They start off believing that they can make dramatic changes to their life and it works—for a while. Eventually, though, they fall off the wagon and all of that weight they lost comes right back. Cutting back on your spending is much the same. If you go at it with a high level of intensity at first, eventually you’ll rebound and go on a spending spree. The best route to success then is to take little steps, not big ones. Find one tactic in this book and focus on just that tactic for a few weeks, incorporating it into your life. Then try another, and then another. Soon, you’ll have made that big change you dream about and it will fit as naturally as a glove.

2. REALIZE THAT YOU’RE NOT ALONE IN THIS JOURNEY

Some people spend money like it is going out of style, racking up five figures in credit card debt, multiple vehicle loans, student loans, and mortgages, too. If you’re struggling with debt and making ends meet, know you’re not alone in this experience and that there are people out there who can help you through this, whether it is your family, your friends, or people online who are sharing their experiences. Don’t give in to the sense that it is hopeless—there is hope, and there are people who want to help you.

3. SPEND LESS THAN YOU EARN

Your primary goal each month should be to spend less than you bring in. If you do that consistently, over and over again, your financial situation will improve. There are a lot of ways to make sure you’re doing this—an old-fashioned budget, complete abstinence from credit cards, putting some of your income into savings immediately before you even begin to spend it—but they all come down to one rule: Spend less than you earn. The tips in this book will help you with spending less so that you can achieve this goal every month.

4. CALCULATE HOW MUCH YOU REALLY MAKE

Many of the tactics of living cheap seem like a waste of time to many people. “I’m not doing that to save five dollars!” is a common thing to say. If you feel that way, try this experiment:



[image: 1] First, calculate how many hours you work in a year. But that’s not all . . . add to that the hours spent driving to and from work, the hours spent working on stuff at home, the hours spent entertaining and supporting coworkers, the hours spent shopping for work supplies, and so on. If you spend even a sliver of time on a task for your job, count it.

[image: 1] Next, calculate how much money you earn in a year, including your benefits (you can get that off your paycheck stub). From that, subtract taxes, the cost of commuting (gas, oil changes, wear and tear on the car, and other maintenance), the cost of work clothes, the cost of child care, the cost of other supplies you need to purchase, and so on. Anything that you buy for your job, subtract it here.

[image: 1] Then, divide the amount you actually earn by the number of hours that you really work. This can be a painful process.



What does that number mean? You can use that as a comparison for everything that you do.

Thinking of buying an expensive gadget? Use that real hourly rate to figure out how much of your life you’re giving to your job to get that gadget. Wondering if a money-saving task is worth it? See how much time it will take and how much money it will save. You’ll be very surprised—things like making your own laundry detergent (tip #18) end up earning far more in savings for the time spent than actually going to work will earn you.

5. RECORD EVERY PENNY YOU SPEND FOR A MONTH

Money slips through our fingers in simple and subtle ways. We spend a little here on something forgettable, spend a little there on an unimportant thing, and at the end of the month, it’s panic time—we’re left with very little money. Spend a month keeping track of every penny that you spend, noting exactly how much you spent and what you spent it on. At the end of the month, go through it and note which expenses were actually essential and which were frivolous. You’ll find two things: The need to write your spending down makes you more vigilant against wasteful spending, and the end-of-month review of your records will surprise you when you see how much of your spending was nonessential. Use that information as a springboard to see what you need to work on.

6. MASTER THE TEN-SECOND RULE

Want to curb that leaky faucet of unnecessary spending? Here’s a great tactic. Whenever you’re in a store and you pick up an item, hold it for ten seconds. During those ten seconds, ask yourself if you really need it and also if that money wouldn’t be better used somewhere else. You’ll almost always find yourself putting that unnecessary item back on the shelf and walking away, quite proud that you didn’t waste your money on something so unnecessary.

7. MASTER THE THIRTY-DAY RULE, TOO

It’s useful to use a similar approach with bigger purchases as well. Whenever you pick up an expensive but not immediately essential item (anything that costs more than $20) and decide after using the ten-second rule that you do want to buy it, put it back on the shelf and wait thirty days. If you still remember and want the item in thirty days, then go back to the store and buy it. Most such purchases will float out of your mind long before then. Using this tactic keeps you from making impulsive buys of expensive things that manage to get past your ten-second filter.

8. KEEP TRACK OF YOUR PROGRESS

Each month, figure out how much you earned, how much you spent, and how much you saved that month and record it. Then, try to match that number the following month. This is, in effect, the simplest form of budgeting—you’re merely trying to keep your spending under control from month to month. It also lets you see your continual progress. If you were able to live a bit cheaper and put just $50 a month into savings for six months, for example, you now have $300 saved up, showing you that your little changes are really adding up to something big.

9. TALK ABOUT YOUR MONEY, ESPECIALLY WITH YOUR PARTNER

Many couples and families have a chaotic approach to money, with each person doing their own thing financially without understanding their partner’s goals, desires, and challenges. Often, this results in partners hiding information from each other, such as high credit card statements and other debts, and this not only damages a family’s financial situation, but can also damage a marriage. Take the time to sit down for an hour every month or two and go through your complete financial picture with your partner, including both your successes and mistakes. Plan goals together, and actively support each other. If you’re single, identify a “money buddy” whom you can be similarly open with. You can support each other in making good spending and financial choices and offer each other advice in difficult situations.

10. AUTOMATE YOUR SAVINGS

One nice thing about saving money is that you end up with more in your checking account over time—the savings slowly build up. For many people, the problem with that is that the extra money is a temptation to spend on unnecessary stuff. The solution is easy—just save automatically. Have your bank set up an automatic transfer of a small amount each week from your checking to your savings—say, $25 for starters. As you get more adept at saving money, increase that transfer amount, and keep saving. That money can help out in emergencies, help with a big payment, or provide the starting material you need to begin investing.


CHEAP TACTIC$ FOR
APPLIANCES

11 Do the Research

12 Reliability Is the Most Important Feature

13 Look for the EnergyStar Logo

14 Consider Last Year’s Models

15 Shop Patiently

16 Use Cold Water for Most Clothes Washing

17 Clean Out Your Dryer Lint

18 Make Your Own Powdered Laundry Detergent

19 Air-Dry Your Clothes Instead of Using the Dryer

20 Don’t Use the Stove When the Microwave Will Do

21 Turn On the Oven Light While Cooking

22 Only Wash Full Loads of Dishes or Clothes

23 Use the Short Cycle

24 Make Your Own Dishwashing Detergent

25 Don’t Install Your Refrigerator Next to Your Dishwasher or Oven

26 Set Your Refrigerator to the Warmest Setting; Adjust from There

27 Invest in a Deep Freezer

28 Start an Automatic Appliance Replacement Fund




11. DO THE RESEARCH

The biggest mistake you can make when purchasing a new appliance is to head right down to the local appliance store and open your wallet. Do some research into different models and find out more about them. How reliable is the model? Does it do a good job at the task you want? Is it energy efficient? What’s a reasonable price for that model? You can find the answers to all of these questions on the Internet. Spend half an hour studying archives of Consumer Reports or other consumer publications and find out what they say about the appliance you’re considering buying. Just find an article covering the appliance that you’re looking at, see what the study has to say, and find a few models that are appropriate for you—not whatever models the salesperson at the shop wants you to buy.

12. RELIABILITY IS THE MOST IMPORTANT FEATURE

The number-one feature that you should look at when buying a new appliance is reliability. Paying a bit more now for an appliance that will last twice as long is a great way to save money over the long haul. A $500 washer that lasts ten years is a far better deal than a $350 washer that lasts only five years. Neat features are nice, but reliability is the one feature that will help keep money in your pocket over the long haul.

13. LOOK FOR THE ENERGYSTAR LOGO

After reliability, the most important feature is energy efficiency. Look for appliances that are EnergyStar certified. These appliances use less energy than those without the certification. Also, compare the energy use numbers among models. They’re usually stated in kilowatt-hours per year. Every kilowatt-hour costs you about ten cents on your electric bill, so if you can get a model that uses one hundred fewer kilowatt-hours per year, you’ll save $10 per year owning that model over its lifetime. That can really add up over the lifetime of an appliance.

14. CONSIDER LAST YEAR’S MODELS

When you’re shopping for appliances, most of the models that you’ll be shown are the current year’s models, but most appliance stores often have last year’s models still available in the back, still new and often at a discounted rate. Research last year’s models as well (using older issues of Consumer Reports) and if you find one of those for sale at a discounted rate, snap it up.

15. SHOP PATIENTLY

In order to find the best price for the appliance model you want, you may have to shop at several places. Take your time with this purchase. You’re far better off shopping patiently and finding a good price on the model you want than just buying that model at the first place you go, or buying whatever model is on sale at that first store you visit. Another tip: When you know you’re about to make the move to replace a major appliance, watch the flyers for appliance sellers in your area. If you’ve done your research, you should know the expected price on the models you want. A sale on that model can really pay off.

16. USE COLD WATER FOR MOST CLOTHES WASHING

The Alliance to Save Energy reports that using cold water for most of your clothes washing saves up to $63 per year. That’s because 85 percent of the energy used when washing your clothes is used not by your washing machine, but by the water heater. Most clothes that are not intensely dirty are made just as clean in cold water as in hot water, so give it a try, particularly on your underclothes and towels. If you feel like cold water isn’t giving your clothes an appropriate cleaning, use a warm pre-soak—just fill your washing machine with warm water and let your clothes soak in it a bit before they’re properly washed.

17. CLEAN OUT YOUR DRYER LINT

Does your dryer seem to not work as well as it once did? Do you sometimes have to run a dryer load a second time because the clothes are still damp? That’s not only time consuming, but it’s also expensive, and the cause is usually dryer lint. It’s easy to take care of the problem—just make sure your dryer’s lint trap is clean (use a vacuum cleaner to clean out the lint trap slot) and also make sure that there’s no lint caught where the dryer’s exhaust leaves your home. You can also pull your dryer out from the wall, disconnect the exhaust pipe, and make sure that it isn’t clogged anywhere (and also vacuum inside the dryer through the exhaust hole).

18. MAKE YOUR OWN POWDERED LAUNDRY DETERGENT

Laundry detergent costs as much as twenty cents per load, but you can easily make your own powdered detergent at home for as little as two cents a load. Just take a bar of unscented soap and grate it into flakes using a box grater, then mix those soap flakes with one cup of washing soda and a half cup of borax. You can also add one half cup of an oxygen cleaner like OxyClean, but it works fine without it. You can make multiples of this mix and store it in a large tub. All you need for a load of laundry is two tablespoons (or 1¨M8 cup) of this mix. Leave a small measuring cup right in your storage tub.

19. AIR-DRY YOUR CLOTHES INSTEAD OF USING THE DRYER

An old-fashioned clothesline is one of the best cost-cutting items available to you. At current energy costs, the average dryer eats up forty cents worth of energy each time you run a load. Hanging your clothes on a clothesline reduces that cost to zero. Over many loads, that adds up to a real savings. Don’t have an outside clothesline? Hang one across a spare room in your home, or spread the clothes out to dry. The clothes smell better and you save for every five dryer loads you hang up.

20. DON’T USE THE STOVE WHEN THE MICROWAVE WILL DO

For many simple purposes, the microwave oven is much more energy efficient than the stove, often using 75 percent less energy for the same task and adding far less heat to your house. Use your microwave for tasks such as boiling water, steaming and browning vegetables, cooking rice, and other water-intensive applications. It can reduce your cooking costs by up to 20 percent.

21. TURN ON THE OVEN LIGHT WHILE COOKING

Whenever you open the door on your oven, as much as 25 percent of the heat inside is lost and a significant amount of energy is used building that heat again, likely extending your cooking time. Instead of losing heat that way, turn on the oven light while cooking and use a meat thermometer in your food. This way, you can look through the glass on your oven and visually inspect the food inside without opening the door and losing significant heat.

22. ONLY WASH FULL LOADS OF DISHES OR CLOTHES

Instead of just washing clothes or washing dishes when it’s most convenient, wait until the loads are truly full before running a cycle. Appliances are designed to handle full loads, so running partial loads is a sure way to let money float out of your pocket. According to the Rocky Mountain Institute, an average washing machine costs $155 per year to use. Reducing the number of loads you wash can add up to real money over time. Want something clean right away? Wash that item individually by hand.

23. USE THE SHORT CYCLE

Similar to the idea behind washing only full loads, consider using short cycles on your dishwasher and washing machine, especially when the items that you’re washing aren’t particularly dirty, such as work clothing that you may wear in an office. Using the short cycle can reduce the cost of an individual load by up to 50 percent depending on the model, so get in the habit of using the short cycle for most of your machine washing needs.

24. MAKE YOUR OWN DISHWASHING DETERGENT

Dishwashing detergent can be made at home with common cleaning supplies. Just mix one cup of borax and one cup of baking soda in a tub. Some harder water situations may require the addition of a cup or two cups of powdered purchased dishwashing detergent. Just put in two tablespoons of the powder mix (1¨M8 cup) into your dishwasher for each load and save about fifteen cents per load. Another tip: Instead of using Jet Dry in the rinse cycle to make your dishes dry, use a couple caps full of vinegar instead. Much cheaper, same effect.

25. DON’T INSTALL YOUR REFRIGERATOR NEXT TO YOUR DISHWASHER OR OVEN

Many kitchens have this as the default layout, but if you can avoid it, your energy bill will thank you greatly. The natural heat produced by your dishwasher or oven can add heat to the refrigerator if it’s placed nearby, causing the refrigerator to run more frequently to maintain the low temperature. If you can, look for a kitchen layout that places the refrigerator far away from the dishwasher or the oven, allowing your refrigerator to be significantly more energy efficient—and thus easier on your wallet.

26. SET YOUR REFRIGERATOR TO THE WARMEST SETTING; ADJUST FROM THERE

Many people have their refrigerator and freezer settings much colder than they actually need them to be to keep their food chilled. Instead of keeping your dials turned to the coolest settings, try the opposite— turn them as high as they can go and see how it meets your needs. If you need to, slowly adjust the temperature downward. A reasonable setting on your refrigerator and your freezer can save significant money over time, as your compressor will kick on much less often and thus save money on energy costs. Another tip: Pull out your refrigerator every six months and vacuum out the back of it, making sure to clean dust from the coils. This will keep your refrigerator running as efficiently as possible.

27. INVEST IN A DEEP FREEZER

If you have space (in your kitchen, garage, or basement), invest in a deep freezer. A deep freezer allows you to buy your food in bulk, saving significant amounts of money. For example, by contacting a meat locker directly, you can purchase meat in large quantities directly from the provider, filling up your freezer with meat discounted at 30 percent or more compared to what you’d pay at the meat counter at the grocery store. See a great deal at the store? You can stock up big time, putting the excess in the freezer for later use. The use of a deep freezer can save approximately 15 percent on your annual food bill without a major increase in your energy use.

28. START AN AUTOMATIC APPLIANCE REPLACEMENT FUND

One of the “sneaky” expenses that often starts people sliding down a slippery slope into debt is the unexpected failure of an essential appliance, often at the worst possible time. This usually means that people run out and buy a new appliance on credit without having the money to pay the bill. They are then running short for the next year or so as they pay off that extra bill—and hoping nothing else goes wrong while they’re paying it off. Here’s a better solution: Take tip #10 and put it to use. Put aside a tiny amount, $10 a week, toward appliance replacement. You’ve probably already saved that $10 a week by using other tips in this book. If you start doing it now and your refrigerator fails in a year, you’ll have $520 already in hand to pay that bill. If the water heater fails two years after that, you’ll have $1,040 in hand to cover that bill. All it takes is $10 a week, and if you set up the transfer to be automatic, you’ll never notice it—until you need it, that is.


CHEAP TACTIC$ FOR
AUTOMOBILES

29 Focus on Reliability and Fuel Efficiency

30 Read the Manual

31 Don’t Buy a Service Contract or an Extended Warranty

32 Air Up All of Your Tires

33 Buy the Cheap Gas

34 Don’t Get an Oil Change Every 3,000 Miles

35 Use the Manufacturer’s Maintenance Schedule

36 Minimize Your Load

37 Practice Good Gas Conservation Habits

38 Use Public Transportation

39 Carpool

40 Use a Bicycle

41 Eliminate One of Your Cars Entirely

42 Don’t Speed—Instead, Use Cruise Control

43 Don’t Get Optional Stuff During Maintenance

44 Shop Around for Car Repairs

45 Pay for Car Repairs with a Credit Card

46 Plan Ahead for a Car Replacement




29. FOCUS ON RELIABILITY AND FUEL EFFICIENCY

It’s easy to get excited about all the latest features when you’re considering a car purchase, but instead of focusing on the DVD player or leather seats, focus on these buying tactics instead:



[image: 1] Do your research before you go near a car dealership. Examine the most recent car-buying issue of Consumer Reports, for starters, and carefully study their findings on reliability as well as their overall conclusions. Cars marked as highly reliable have significantly lower expenses for repairs over the lifetime of the car, directly saving you cash.

[image: 1] Focus on buying late-model used cars, as they often have the best long-term value for the dollar.

[image: 1] Put a high emphasis on fuel efficiency. Over 75,000 miles of driving, a 15 mpg car guzzles 5,000 gallons of gas, while a 20 mpg car only uses 3,750 gallons. At $4 per gallon, that’s a savings of $5,000—and that’s if gas prices hold steady.

[image: 1] Know your numbers before you go. Use the Kelley Blue Book (www.kbb.com) to find out the value of your current car (if you’re planning on trading) and the value of the car you’re looking at. You will then have a sense of how fair the offer is.

30. READ THE MANUAL

Your car’s manual is a treasure trove of tips and bits of information that can save you a lot of money over the long haul. It should be your primary source for information about how to care for your car and maximize its lifespan. Most of the information available through popular culture about automobile care and maintenance is placed there by organizations wanting to maximize their profits by convincing you that you need maintenance, replacements, and upgrades far more frequently than you actually need them. Read the next few tips and see how often the car manual comes into play to save you money.

31. DON’T BUY A SERVICE CONTRACT OR AN EXTENDED WARRANTY

When you try to make an automobile purchase, the dealer will often try to encourage you to purchase a service contract or an extended warranty on your new vehicle. Say no. If you’re interested in such plans, you can shop around for a low-cost service plan. If you’re concerned about a warranty, you can purchase one directly from a warranty provider such as Warranty Direct without paying the additional dealer markup. Plus, it gives you time while your basic warranty is in place to do the research and pick out the warranty that’s right for you—and it will be far cheaper than what you’d buy at the dealership.
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