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We dedicate this book to all the families who struggle to live on one income in today’s world. As two single mothers who raised children on their own for many years, we know the obstacles one-income families face, and we have both empathy for those who struggle and admiration for those who navigate the waters successfully. Yes, you can live on one income!
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Introduction 

While the vast majority of middle-class American households survive on two incomes, many also live on or, at the very least, experience a period when they choose or are forced to pare down to one income. In most dual-income situations, a couple decides to have children and commits to a period of time during which one parent provides full-time care. But one of the incomes can also be lost in other ways— layoffs, permanent loss of a job, relocation, health problems, divorce, the necessity of caring for an elderly parent, or family lifestyle choices. Whether or not a family has the luxury of choice, transitioning from two incomes to one creates a tangible financial challenge. Oftentimes, because couples are unaware of the real costs involved, they don’t even bother to lay everything out on paper or make a plan, creating a rocky rather than a smooth transition. Relying on a vague idea or having fuzzy expectations only leads to a rude awakening. Reality often falls far short of what they thought it would be like to live on one income, leading many couples down to path to financial debacle.

One-Income Household offers concrete, easily understood financial advice and a wealth of ideas on how to survive on one income and how to transition from two incomes to one. It deals with realistic middle-class scenarios, including guidelines and worksheets tailored to really help you construct a realistic assessment of your situation, and creates a workable plan that meets your needs, protects your assets, and builds for your future—and those of your children. We provide budgeting guidelines and warnings about the pitfalls and common traps, as well as tips for ways to stay on target and save money. The book addresses individuals and families who live on one income, including those who are planning for this transition and those who are surprised by a turn of events. The advice is tailored for the layman—easy to understand, in plain and simple terms, with the upbeat attitude of “you can do it.” Because you can!


The One-Income Dilemma 

Chapter One
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When a Divorce Plummets You into One-Income Status • When a Stay-at-Home Mom Overspends • When a Wife Is Caught Unaware • When a Relative Becomes Ill • When It’s a Lifestyle Choice • When a Job Suddenly Goes Away • Facing the Challenge 


IT’S NOT EASY for a couple with a combined income of $83,000 a year, making payments on a two-bedroom house in the suburbs—as well as payments on two cars, furniture, and college loans—to pare down to one income. It’s hard enough to make those ends meet, let alone be able to afford the additional expenses that come with children, such as college funds and added insurance. It’s a rude awakening when $83,000 drops to $45,000—or less. Many couples are caught completely unaware of the real costs and how drastically their lifestyle will change.

Even if staying home with the children is not the deciding factor, many families lose one income when layoffs or job loss occur, a job change requires relocation, one partner becomes ill, or a child or an elderly parent needs full-time care. It’s not uncommon for families to coast along thinking that they are fine, but things can go wrong. It can happen in a flash—to anyone.

When a Divorce Plummets You into One-Income Status 

Prior to marriage, Jennifer had worked as journalist, earning approximately $25,000 a year. When she married Edwin, he was making approximately $50,000 a year. Not long after they married, Edwin launched his own sales corporation and landed a hot line that boosted his income to as much as $300,000 a year for several years in a row. After the birth of their first child, a mere year after they married, Jennifer surrendered her full-time job and contributed to the family finances primarily through freelance work, which was unpredictable and provided income for little more than child care and clothing. After the birth of their second child, Jennifer rarely worked, except to assist Edwin, for which she did not receive a salary. Nine years later, they had two children under the age of eight and owned a $400,000 home (with $100,000 in equity) in a very upscale neighborhood.

Edwin’s corporation had allowed him to determine and pay his own salary. It also allowed him and Jennifer to amass retirement funds (pre-tax) and to deduct many business expenses, such as travel, entertaining, and the costs of maintaining a home office (also pre-tax). Although they weren’t set for life, everything looked rosy. All of the family’s needs were met—health care, dental care, clothing, housing, transportation, and entertainment.

However, when their marriage collapsed, everything changed overnight. The business was not something that could be sold or valued, and Jennifer’s role in the company had no “real” value. Edwin had established a retirement fund, but they had no other investments. Although Edwin would pay alimony for a few years, and child support until their children reached age eighteen, both amounts were based on his “income” rather than what the business brought in. Jennifer faced the sad reality that her income/lifestyle was going to plummet as much as 70 percent, while Edwin’s would remain relatively the same. Jennifer had to implement immediate and tough restructuring. She needed to find a way to make significantly more money, and fast. Unfortunately, it would be virtually impossible for her to match Edwin’s income, or even come close to his earning power.

Jennifer’s forward motion was hampered by her need to re-enter the job market after being a stay-at-home mom for eight years, and by suddenly having to run a one-income household, which included paying for her own car, living expenses (and many of her children’s), insurance, health care, and child care. Jennifer often felt completely daunted by the financial realities. Would she find a way to bolster her income? Would she be able to fund a retirement plan? Who would pay for college? Would she ever be able to save the five to six months’ of reserve funds that her financial adviser suggested? For Jennifer to prosper in a one-income household, she needed to figure out the answers to some very complex problems.

When a Stay-at-Home Mom Overspends 

Jane Finley is a stay-at-home mother of four children under the age of twelve. Her husband, Frank, worked as a salesman and earned $80,000–$100,000 a year. After taxes and expenses, his take-home pay ranged from $5,000–$7,000 a month. This should have been adequate for their family to lead a pretty good life in Cincinnati, but Jane and Frank made some disastrous financial decisions.

For one, they bought a brand-new, $400,000 mansion they couldn’t afford for zero down and a balloon payment. Then, to “keep up with the Joneses” in their posh neighborhood, Jane bought expensive furniture on installment plans, and when she ran out of money for the month she charged everything from groceries to luxuries on their credit cards. Jane also frequently bought expensive clothing for herself and her children and showered the children with expensive gifts and extravagant birthday parties. Whatever they wanted, Jane bought. Eventually, their “credit card lifestyle” made them look far richer than they were.

Jane handled the bill paying and began juggling funds to keep her husband in the dark. When she didn’t have enough money to pay all the bills or cash to spend on her many whims, Jane would write a credit-card check and take it to the bank, incurring a whopping 28 percent interest rate. When their credit cards were maxed out, Jane and Frank took out an equity loan on their house—on top of their zero down, interest-only first mortgage—which created negative amortization. In other words, their house was now worth less than they were paying for it.

When all the spending finally caught up with them, they owed almost $85,000 to eight credit card companies! This debt was in addition to two mortgages, two car leases, and an $18,000 installment loan. As their situation worsened, Jane and Frank had to swallow a bitter pill—they would have to sell the house and dramatically downsize their entire lifestyle. All those expensive luxuries that Jane craved had to be curbed, and she eventually had to take a part-time job. Naturally, this caused sleepless nights and, as the deceptions unraveled, marital discord. This stressed-out couple will need a massive intervention to conquer their debt, and then a solid budget going forward.

When a Wife Is Caught Unaware 

Nancy and Joseph Banister were high school sweethearts who married as soon as Joe finished college and landed his first job. Over the years, Joe’s career flourished, and their family grew. Fifteen years later, Joe, an accountant, had just opened his own office in Red Bluff, California. The couple lived in a modest but lovely house, and owned a small vacation home in the mountains. Nancy was the quintessential soccer mom, driving her four children from piano lessons to karate classes to soccer, tennis, and baseball games. Joe handled all of the bill paying and budgeting.

And then one day, tragedy struck. Joe was on his way home from visiting a client when a truck overturned and slid into Joe’s car, killing him upon impact. Nancy was thirty-eight years old and a widow with four children to raise—and send to college. A few days after the funeral, when Nancy sat down with her husband’s accountant, she was given more bad news.

Because Joe had recently invested a lot of money in establishing his new business, the couple’s monetary reserves had been tapped. Joe had a term life insurance policy amounting to $20,000 (and they’d spent $7,000 for his burial expenses), a retirement fund of approximately $45,000, and about $9,500 in the bank. As the sole proprietor of his new business, no one was there to step into his shoes and keep the business viable.

Nancy faced a harsh reality. Her house payments were $1,620 a month, the vacation home was another $950 a month, and she had no source of income. Since Nancy had always relied on Joe, she never gained the kind of job skills that could land her a high-paying job. As a result, Nancy had to liquidate the business assets and sell the vacation house immediately, just to keep her family in their home. The proceeds would be enough to pay the bills for at least eight months, but Nancy needed a long-term plan, and she needed it fast. Nancy needed to learn financial management virtually overnight.

When a Relative Becomes III 

Jonathan and Elizabeth Kelly, a vibrant couple in their late forties, were looking forward to the day when their children would finally be off on their own. Their eldest daughter was a junior in college, and their twins had just begun their senior year of high school. Jonathan was a high school teacher who hoped to retire in five years, when all of their children finally graduated from college. Elizabeth had a decent job as an administrative assistant in the local water works department. Between the two of them, they had a modest retirement plan and ten more years of mortgage payments. Their family functioned well and, although they lived on a tight budget, had long ago learned how to enjoy themselves without spending a lot of money.

Unfortunately, when Elizabeth’s mother developed cerebral palsy, everything ground to a halt. Since Elizabeth was an only child, and her father had died a few years prior, it fell upon Elizabeth to cope with her mother’s situation. After reviewing her mother’s finances, it quickly became obvious that Elizabeth and Jonathan would have to take care of her. Her mother had no real assets, received less than $600 a month in social security, and would require full-time custodial care. Either Jonathan or Elizabeth would have to quit work. Since Jonathan was nearing retirement, they decided that it made more sense for Elizabeth to resign.

Suddenly their income plummeted from $72,000 a year to $47,000, and the ramifications affected the entire family. Their eldest daughter had to find a part-time job and seek financial aid to stay in college. The twins had to surrender any idea of attending a private college, and initiate their own search for financial aid for the coming year. The family also had to cut back drastically on all their creature comforts. Even with all the cost cutting, Jonathan and Elizabeth went from a comfortable lifestyle to one filled with financial setbacks and constant challenges.

When It’s a Lifestyle Choice 

Caitlin and Zachary Howard, a young couple expecting their first child, had decided well before getting married that once children arrived, Caitlin would stay at home to raise them. Since college, both had done well in their careers, Zachary as an account executive at an advertising firm, and Caitlin as a graphic artist for a department store. They lived in a riverfront condo in San Antonio that they had purchased two years prior. In fact, they were doing so well, they hadn’t really sat down to determine how their plan would pan out.

As the due date approached, Caitlin and Zachary just assumed everything would fall into place. Caitlin handed in her resignation and began decorating their second bedroom as a nursery. Then, two weeks before the baby was scheduled to arrive, they finally sat down and reviewed their finances. Without Caitlin’s $32,000 salary, they would be hard-pressed to meet all of their financial obligations, particularly the education loans and credit card debt that seemed very manageable when two incomes were coming in, but oppressive when only one had to cover everything. In addition, Zachary wanted to purchase disability insurance and life insurance to protect his growing family. When they finally added everything up, they were stunned to discover that they would be living very close to the bone. Suddenly, they realized they needed a more concrete, workable plan, and needed it fast!

When a Job Suddenly Goes Away 

James and Kendra Highsmith lived in a small town in Ohio, where Kendra worked part-time as a dental assistant, earning $11,000 a year, and James worked at a local factory, earning $38,000 a year. Together, they had achieved a comfortable lifestyle that included home ownership. They had been nervous when layoffs began, but nothing prepared them for the sudden closing of the factory where James had been employed for more than ten years. One Friday, James was employed. By the next Monday, he was permanently out of a job—with six weeks severance pay, but no health insurance, no retirement fund, and no prospects.

Like millions of Americans now facing similar hardships, James and Kendra had to make immediate and radical changes in their lifestyle. Although they were lucky that Kendra still had a job, the sudden loss of income caught them unaware and unprepared. Like most middle-class families, they didn’t have a huge savings account to tide them over. They had to cut all extraneous expenditures and negotiate with their creditors to lower monthly payments. By taking firm hold of their real financial situation, James and Kendra were able to forestall disaster and stay afloat—at least for a while.

If you’re in this situation, Appendix A: Blindsided will both help you define your situation and take immediate and drastic action to avoid losing your home.

Facing the Challenge 

Whether or not you have the luxury of planning for the drop from two incomes to one, all families who face this challenge need to create a plan that will stave off disaster—one that provides a workable budget and allows you to meet ongoing financial goals, such as saving for household repairs, replacement cars, college, retirement, or vacations. Questions you’ll need to ask include these:

• What are our essential costs?

• How much can we realistically afford?

• Can we afford our current house?

• Can we afford two cars?

• How will we cover health insurance?

• Is our life insurance adequate?

• What’s our overall debt situation?

• How much are our monthly credit card payments?

• How will we cut back on costs?

• How long can we survive on this income?

• How will we fund retirement?

• What are our options?

• Can we find or create additional income?

Successfully surviving—even thriving—on one income or going from two incomes to one brings harsh financial realities, but it is possible to successfully transition. If your family has the foresight to fully confront your real situation, create and follow a realistic plan, and make sacrifices, you can live on one income, or go from two incomes to one without suffering severe financial consequences. A dose of reality goes a long way, as does creating and sticking to a master plan. In an ideal world, two-income families would live on one income and save or invest the other income. Imagine how sound such a family’s financial security would be, and how their asset management would contribute to our nation’s economy, as well. Unfortunately, we’ve grown accustomed to creating dual-income families and elevating our lifestyles rather than saving as much as possible of the second income. It’s also true that many need the second income to cover even basic expenses, which makes it all the harsher when that second income vanishes.

If you have suddenly been thrust into living on one income, you may find it instructive to flip to Appendix A, Blindsided: What to Do When Disaster Strikes. This appendix was designed to help a family cope when an emergency situation occurs and they have to make the shift from two incomes to one income literally overnight. Our self-described Crisis Management in a Box lays out a logical progression of all the bases you’ll have to cover to stay afloat. It’s designed to be a great quick reference. You’ll also find helpful information in Chapter 12, Mining Your Resources. This information is designed to help those catapulted from two incomes to one virtually overnight, with no forethought or planning. If you are fortunate enough to be able to elect a smooth transition from two incomes to one, you should be able to proceed through the rest of the chapters, which provide a wealth of in-depth information on the crucial issues you will face and a lot of ideas on how to make the most of one income.


Facing Reality 

Chapter Two
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Assessing Your Current Situation • Calculating Your Net Worth • Shining a Light in the Shadows • Making Short-Term Decisions • Making Long-Term Decisions • Prioritizing Savings and Investment Goals • Assuming Fiscal Responsibility 


PETER SANDER, AUTHOR of The 250 Personal Finance Questions Everyone Should Ask, pinpoints three characteristics that create financial success: awareness, commitment, and control. In other words, being fully conscious of your current financial reality—income, expenses, assets, and liabilities—is one key to achieving financial success. This rings even more true for a one-income household. To succeed in not only staying afloat, but thriving financially, you need to create and commit to a game plan for bolstering your income and assets, effectively managing your expenses and liabilities. Once you have a game plan, it’s crucial that you make conscious decisions to do what you need to do to stay on course and that you consistently monitor your progress (which we’ll discuss in greater depth in Chapter 4).

Assessing Your Current Situation 

Here’s what we know: Sticking your head in the sand and ignoring your financial reality will cost you money. If you want to not only survive, but to thrive, you have to start by taking stock of where you are financially, including a full and complete accounting of your income, your expenses, and your debts. You can then use this information to create a plan that takes maximum advantage of your present reality, or changes it, and moves you toward your financial goals. Do the work and financial health will come.

If you are contemplating going from two incomes to one, it’s helpful if you calculate the costs that have been involved in acquiring that second income. Create two columns on a piece of paper. Above the first column write “Income” and above the second write “Expenses.” Use the sample on the next page as a guideline.

The difference between the income and the expenses may not be sufficient to warrant holding on to the second income.

You should also create another two-column table reflecting the pros of keeping the second income versus the pros of flying solo. Advantages for keeping the second income may include job satisfaction, career progression, independence, an ability to make retirement fund contributions, and an ability to amass an emergency fund, among others. Advantages to living on one income might include being able to stay home with the children; being able to qualify for government assistance, low-income health insurance, or financial aid for college; being able to surrender one car; having time to learn a new skill, and so on.







	 
	 




	INCOME
	EXPENSES



	Net income (after taxes and deductions)
	Transportation Costs



	Retirement contributions
	Clothing Requirements



	Medical Insurance
	Day Care Expenses



	 
	Meals Purchased at Work



	 
	Takeout Meals Consumed at Home



	 
	Housecleaning Service



	 
	Dry Cleaning



	 
	Gifts Purchased for Coworkers





Once you have completed these assessments, your next step is to calculate your net worth.

Calculating Your Net Worth 

Planning your financial life without knowing your net worth is like trying to find your way into unknown territory with an out-of-date map. Even if you start taking purposeful steps in one direction, you aren’t likely to end up where you want to be if you don’t know exactly where you are at the moment and where you need to head.

Calculating your net worth shows you exactly where you stand financially. Your net worth is the total value of your liquid assets— cash, stock, bonds, the value of your home, and any personal property you could sell relatively quickly, such as extra cars or jewelry—minus the value of the money you owe, notably car loans, mortgages, home equity loans, furniture loans, student loans, and credit card debt. You may automatically put your car down as a valuable asset, but a car is a depreciating asset and, unless you’re in the process of selling the car and won’t buy a replacement, it doesn’t represent cash value. This also goes for jewelry and other personal property you aren’t in the process of selling. Some include the cash value of life insurance policies in the assets column, but unless you are in the process of redeeming them for cash, they may skewer your net worth calculation.

Knowledge 
is Power 

Some 19 million middle-class Americans act as though they have incomes in the top 1 percent when they clearly do not, and an additional 20 percent think they will someday join the elite, but 99 percent will never join their ranks. Unfortunately, many Americans are increasingly unrealistic about their circumstances and their futures—they inappropriately mirror the expectations, aspirations, and spending habits of the very wealthy. (Source: Jean Chatzky, The Ten Commandments of Financial Happiness.)

Once you have a clear picture of what you really have, and what you really owe, you’ll have a far better idea of whether you can survive on one income. It also helps you see where improvements need to happen and helps you prioritize them. The ultimate goal, of course, is to increase your assets and diminish your liabilities. You’ll want to weigh how living on one income will affect your net worth, and look for ways to mitigate any negative effects.

Shining a Light in the Shadows 

Now that you have a broad overview of your current financial situation, it’s time to shine a light in the shadows. This will include the things you don’t really want to see, such as how deeply you are in debt, how many possessions you’ve squandered your money to acquire, how little you have saved toward your retirement fund, and how badly you’ve managed money in general. It’s hard to be honest about your bad habits, but failing to do so allows them to continue. To live successfully on one income, you need to own up to your bad habits and re-evaluate how you earn, spend, save, invest, and deal with money.

Begin by admitting the pitfalls you’ve fallen into, and then, rather than seeing them as intractable habits, see them as behaviors you need to improve. Take heart in knowing that you are not alone in sailing along without ever really questioning how you handle money. Most of us know the basic parameters of our income and our expenses, and most of us muddle along, hoping we earn enough money to cover our basic expenses and maybe enjoy life a bit. When we get a raise or some small windfall, we typically boost our standard of living rather than investing the extra sum. Only those who earn more than enough money usually have the luxury of choosing investments, or being able to afford their whims.

All of us have made financial mistakes; many have made real blunders. So go ahead, title a list “Lame Money Mistakes I and list everything you can think of that has gobbled up potential savings, decreased your net worth, and wasted your hard-earned money. Write down all those little excesses and missteps and begin ridding them of their power to control you.

Making Short-Term Decisions 

First, you really, really have to accept that absolutely everything will or has already changed. You cannot go forward with a solid base if you don’t get a firm grip on what your situation is now, and begin to formulate plans for how it will look from this point forward. If you are uncertain about what to do, focus on what requires your immediate attention, such as making sure the necessities are covered, paying down your high-interest credit card, accessing your emergency fund (only if necessary), mining your resources, settling accounts you cannot afford to sustain, or simply asking for help. Some questions to ask about your short-term decisions include these:

• What are our absolute necessities?

• Who do we pay first? Who can we stall?

• How can we reduce our debt quickly?

• Where can we drastically cut expenses?

• How long can we sustain our current lifestyle?

• Do we have any assets we may want to liquidate?

As soon as you have the hot-button issues handled, it’s important to give serious thought to the quality of life you want to create for yourself and your children. As it is highly likely that you’ll be living on a drastically lower income, it’s important to prioritize what is most important to you. Begin by making a list of what really matters in terms of lifestyle, needs, and dreams, and then keep refining and prioritizing the list until you feel it reflects who you are and the kind of life you are willing to live. To live on one income, you will undoubtedly have to make some major sacrifices, and it will be far easier to do this if you are making choices that feed your soul.

Knowledge is Power 

Studies have shown that only 41 percent of Americans are better savers than spenders. Savers develop positive habits such as budgeting, tracking expenses, balancing checkbooks, paying bills as they come in, and living within or below their means. Spenders reported consistently feeling frustrated and unhappy with their circumstances.

What you are seeking is absolute clarity on who you are and how you want to live your life. While you are pondering all of this, begin taking action by making small decisions, such as relinquishing all unnecessary expenses until you achieve equilibrium, basically plugging any holes in your financial ship before it slips beneath the sea.


ONE-INCOME INQUIRY 

Are You an Organizer?

According to Jean Chatzky in The Ten Commandments of Financial Happiness, the differences in the habits of those who employ organization to handle their finances and those who don’t are striking:









	Characteristic	 

	Among Organized	 

	Among Not-Organized




	Financially secure	 

	72%	 

	23%




	Worry about finances	 

	56%	 

	86%




	Good money managers	 

	61%	 

	28%




	In control of finances	 

	73%	 

	42%








One of the most primary ways to take responsibility for money management is to set up a system that works. If you don’t already do so, select a drawer, a file holder, or a basket where you place monthly bills. Open all mail when it arrives, discard junk mail, and immediately shred all those endless credit card offers. Then, put all your bills into the designated, easily accessible drawer, file, or basket. Create a monthly payment schedule to remind you when bills are due. When bills are paid, place the statements in individual files.

You may want to consider an accounting program that is easy to use. Doing this can both simplify and benefit your bill paying. The savvier you become, the more you will be able to create reports that show you how you are doing on credit card debt, budgeting, saving, and managing your finances in general.

Making Long-Term Decisions 

If you are lucky enough to have the luxury of time and sufficient assets to plan for a one-income situation, making long-term decisions will be a useful way for you to make sure that you fully understand the repercussions, how they will play out over time, and what you need to do to meet those goals.

If you were thrust unexpectedly into a one-income situation, you don’t have the luxury of time and need to immediately create short-term goals and actively contemplate your long-term plan so you can make decisions that will drive a plan to achieve your long-term financial goals. These choices may be difficult to make, so begin by making a list of things you need to think about long-term and what you need to address now to make them happen. Questions you may want to answer include:

• Can you afford to stay in the house you are currently in?

• If not, how much can you afford to spend on housing?

• Where can you find housing in your price bracket?

• Can the wage earner find ways to move up at work?

• Can you find other ways to increase your income stream?

• Will the wage earner need additional education or training?

• Can you fund college for your children?

• Can you fund a savings account and/or a retirement plan?

What you’re seeking is clarity about how living on one income will affect your long-term financial goals. It’s important to clarify ideas about what you want to create long-term and whether you need to weigh your long-term goals when making decisions that deal with your immediate needs. For example, if you have a child who will be ready to attend college in four years, you may need to drastically cut expenses so you can channel funds into a savings plan earmarked for his or her education. This will obviously affect your short-term goals in that you will need to trim expenses further and perhaps downsize your short-term goals. In Chapter 4 we will discuss financial goals in depth, as well as how you can create concrete action plans to achieve them.

Prioritizing Savings and Investment Goals 

One of the most crucial long-term decisions you can make is a commitment to establish a savings account and deposit funds on a regular basis. Ideally, you would arrange for an automatic withdrawal that plunks a set amount of funds into your savings account monthly—or weekly if possible. This habit, like no other, can brighten your future in a myriad of ways. And lest you think an established savings plan is far-fetched, consider the following illustration of how regular savings can accumulate over time.


SAVINGS GIVEN MONTHLY CONTRIBUTIONS* 
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*Assumes 7% per year gains on investments after taxes 

Of course most families living on one income will find it challenging to save any money, so to achieve the discipline required to achieve this goal:

• Make a commitment and stick to it.

• Regularly deposit the funds into a money market account.

• As the money grows, look for higher-return investments.

While the initial funds are accumulating, you can research investment vehicles with a higher rate of return, such as certificates of deposit (CDs), mutual funds, and bonds. Ideally, you want to achieve a return of 7 percent or more per year, averaged over time.

Assuming Fiscal Responsibility 

If you want to live on one income and stay financially healthy, you need to assume a new level of fiscal responsibility. When you align your intention with your values, and establish habits that coincide with your desired outcome—in essence living the decision—the universe (and your own subconscious) lays the groundwork for making it a reality. So decide, and get cracking on making your desired outcome a reality. Follow the seven basic rules that follow, and you’ll be well on your way.

1. Accept responsibility for your financial future. You are responsible for making sure that you—and your family—are financially secure. Commit fully to your financial plan of action. Review your short-term financial goals quarterly, and your long-term goals annually.

2. Pay yourself first. Having an emergency fund and a retirement fund will protect you from financial hurricanes. If at all possible, unfailingly and automatically deposit 10 percent of your paycheck into your savings.

3. Stay fully conscious of your financial situation. Don’t pull the wool over your own eyes. Know what and how you are doing financially at all times.

4. Reduce spending. Instead of spending, get your kicks from saving. Separate essential expenses from expendable expenses, and channel whatever you can into your savings or retirement fund—and pat yourself on the back for doing so.

5. Earn more at your job. Commit to being more competent at work by acquiring new skills or expanding your field of responsibility. Rather than resting comfortably, think progressively.

6. Generate additional income streams. Keep your eyes open for opportunities to generate additional income streams—whether capitalizing on hobbies such as photography or furniture refinishing or pie baking or any unique skills you (or your spouse) may have that are marketable or that can produce a marketable product, or, if at all possible, assist in finding a second job.

7. Invest wisely. Make the most of your savings by investing as much as you can in tax-deferred savings accounts such as a 401(k) or an IRA.


Adjusting Your Attitude 

Chapter Three 
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Money Attitudes That Sabotage You • Surrender the “Can-Have” Attitude • Steer Clear of Madison Avenue • Think Like a Millionaire • Unveil Hidden Money Attitudes • Surrender Your Two-Income Mindset • Where to Begin Again?


THE FINANCIAL HEALTH of many families has worsened over the last few years. People have found it harder and harder to get jobs, and foreclosures and high housing costs make it impossible for some to keep their homes. Energy costs are skyrocketing, driving up the price of transportation, travel, even groceries. It has become very hard for one-income households to weather inflationary costs eating away their hard-earned income. When you’re in that sort of white-knuckle existence, it’s time to rethink your money attitudes.

Money Attitudes That Sabotage You 

In our culture, we tend to measure our intrinsic value by our earning potential, how much money our parents had, how much money we have, the size of our houses or cars, the clothing we wear, the vacations we take, or our bank balances. To successfully live on one income, it becomes highly important for you to sift through the cultural, familial, and personal myths that may be undermining your own feelings of self-worth, and how they can, or already have, become deeply intertwined with how you handle your money.
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