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This book is dedicated to Amy Dacyczyn. She doesn’t know me or anything. I’m just a fangirl. Her warmth, advice, adorable illustrations, and compassion helped me through more than one difficult time. Her work completely changed the course of my life and helped me find hope when I felt the most hopeless. The Tightwad Gazette put me on a path that helped me survive poverty, loss, single motherhood, and the launch of a dream, all with my head held high. If any of you know Amy, please tell her I said “thank you” from the bottom of my heart.







Introduction

It’s tough to make ends meet these days, and I know it’s not just me. Personal financial problems seem to be an epidemic lately. Gone are the days when a person works at the same stable job until they get handed a nice watch at their retirement party. Gone are the days when medical care and insurance were affordable. Gone are the days when you could fill a grocery cart with cheap basics for less than $50 per week. Sometimes you’re winning financially, and sometimes you’re losing. Throughout my adult life, I have learned that financial stability is an illusion for most of us. I’ve worked hard and made some pretty decent money. I’ve scrimped and gotten by on an astonishingly small amount of money. And through it all, the lesson that was repeated over and over is that it can all change in the blink of an eye.

One day you have a great job. The next day, the business for which you work folds due to cash flow problems you didn’t even know they were having. One day you have money in the bank. You’ve almost saved up enough for a down payment on a home, and then disaster strikes. Someone in your family requires expensive medical care and only a fraction of it is covered by your health insurance . . . if you even have health insurance. One day, you have a nice home. The next day, it’s wiped out by a natural disaster and you discover there was some fine-print rider on your homeowner’s policy that means the damage isn’t covered. Maybe the primary breadwinner is stricken with a chronic illness and can’t work anymore. Maybe the interest rates on a variable mortgage become so high that you can’t make your payments anymore. Maybe you were already living paycheck to paycheck and an emergency like your car breaking down makes enough of a dent in your budget that you won’t be buying groceries this month. There are enough horror stories about sudden economic disasters on a personal level to fill a book, but needless to say, money problems can happen to anyone. I know this because I’ve been there more than once.


My Advent into Frugality, Cheapskatery, and Thrift

My childhood was one of privilege. My mother stayed home with me, my father was a doctor, and money was never, ever a problem. When I became an adult, I never expected money to be a problem. So, you can imagine my shock when my husband lost his job when our brand-new baby girl was only one month old. We were waiting for unemployment insurance to kick in while he desperately sought a job. The area we lived in was economically depressed, however, and there was no work to be found. He picked up some work in the fields during harvest season, but aside from that, we went several months with no other income.

And it was terrifying. We spent a month eating nothing but frozen bagels that I had bought on sale, the small amount of produce we coaxed from our vegetable garden, and a monster tub of peanut butter. I washed out diapers in the tub because we didn’t have a washer and dryer in our apartment, and we couldn’t afford to go to the laundromat. One day, I “splurged” and picked up a book by a lady named Amy Dacyczyn for $2 at a library sale. At the time, I had no idea that that book was going to change my life. I was just hoping for a few tips to help us get by. But The Tightwad Gazette continues to influence me more than twenty years later.

We made it through that rough spot, but life doesn’t just turn around and become perfect forevermore for most of us. During good times, we tend to relax our frugal efforts, and when a financial downturn hits, we have to get back into the mentality. I was equipped to deal with tough times until the biggie happened. When I became a single mom working a low-paying job, we got by. We ate a lot of macaroni and cheese, but we did okay. When I got laid off for a few months during a slow period at work, we lived off our pantry and handled everything with aplomb. But the year I turned forty, a series of events so awful occurred that everything in my life changed. My dad, one of the most wonderful people you could ever meet, got sick. I had a terrible feeling that this was it for him, and unfortunately, I was right. I took time off work; I spent lots of money traveling back and forth from Canada to Memphis, Tennessee, where he was hospitalized for several months, to spend every moment I could with him. When he passed away, I was devastated. Nothing in my life before or since has been so terrible.

When we returned home after the funeral, I went back to work—for a few weeks. This was during the last big economic crisis, and when my company downsized, I was one of the casualties. I no longer had the money to dump into a side business I had begun (but neglected during my father’s illness). We had been living frugally in comparison to many people, but not frugally enough to counteract that personal economic disaster. Looking back, I’m not sure if any amount of frugality could have really made a difference. (That’s something else we’ll talk more about—sometimes things so financially devastating occur that they can’t be prevented even if you are the epitome of thrift.) We became even more thrifty of a necessity, and I deeply resented the need to do so every single time I stepped into a mall, purchased groceries, or emptied my bank account to keep the utilities on and a roof over our heads. There was nothing extra left over for fun, or even secondary needs. It was a very grim time for our family.

Within a few months, I had lost my house to foreclosure, my car to repossession, and my business due to a lack of operating capital. I didn’t want to go anywhere for fear that I would run into somebody I knew, and they’d look at me with scorn, or even worse, with pity. Every material thing we had was gone except a few pieces of furniture, the laptop from my business, and my books. When the depression began to lift, I saw that getting out from under that mountain of monthly bills had actually provided me with a gift of enormous freedom. I realized that my life could take a different turn. I was no longer tied to anything. And that’s when I began to embrace my cheap side. I loved it like a long-lost child who had come back to Mama’s arms. I became what I called a Frugalite and I loved it. I realized that I no longer needed to buy into the systemic debt that had been the source of my personal economic disaster. By being as self-sufficient as possible, by cutting my spending, and by not needing “the system,” I was winning. I was becoming truly free.

Why I Love Words like Thrift, Frugality, and Cheapskatery

For some people, these words have negative connotations. But I think those people are wrong. Being thrifty, cheap, or frugal doesn’t mean that you are miserly, non-generous, or poor. These words mean that you are thoughtful about how you spend your money. They mean that you aren’t wasteful. They mean that you will creatively find a way to solve more problems with less money. They mean you are free. You are way freer than the folks who spend money before they make it and who are mired in debt. If you are a full-fledged Frugalite, you are free from:


• Financial fear

• Overwhelming debt


• Constant work to keep up with your expenses

• Giving half a hoot about what the “Joneses” are doing



Here’s what these words do not mean. Thrift, in all but the direst of situations, doesn’t mean that you have to live a spartan life with boring food, no Internet, and only productive hobbies while wearing mismatched secondhand clothing. You can travel, eat out at nice restaurants, play Yahtzee with the neighbors, go to the movies, and shop for nice clothing as long as you can make it fit your financial plan. You can reach crazy goals that nobody would ever imagine that somebody with your budget would be able to reach. It’s your choice—cut what is unnecessary and spend where you decide. I hope that you will embrace thrift, frugality, and cheapskatery as much as I have. It will change your life in the most glorious ways.

About This Book

This book started off as a monthly newsletter that was an homage to my beloved Amy Dacyczyn. (Yes, I adore her, No, I haven’t met her, and she probably has no earthly idea who I am.) Her books, compiled together in The Complete Tightwad Gazette, were instrumental in helping me get my financial poop together. In fact, I recommend you hop onto wherever you order your books and get yourself a copy right now to read the moment you are finished with this. After writing the newsletter for a year, I decided that putting this stuff into a format that people could revisit annually would be a good idea.

Thus, this book was born.

I hope that this book will change the way you look at money—not having it, spending it, and saving it. Frugality can actually be fun, it can make your life fulfilling and free from stress, and best of all, it can make your dreams come true.

Let’s get thrifty!






Part One

A Frugal State of Mind

Let’s define frugal living. And not just everyday plain old thrifty. I’m talking about the ultimate level of epic cheapskatery. I’m talking about being a card-carrying member of Clan Frugalite. (It’s not for sissies.) Hardcore frugality is not just making a choice to buy the generic brand of laundry soap instead of a jug of Tide with scent beads. Hardcore frugality is buying the ingredients to make five times the amount of laundry soap for half the price of that name-brand detergent, all the while loving the fact that the execs at Procter & Gamble are not going to their annual retreat in Santorini on your money.

You have begun to embrace your cheap side when you can cross that line between resenting the fact that you have to strictly budget to welcoming the fact that by being as frugal as possible, you have a freedom you never dreamed of before. Earning your black belt in frugality takes creativity and an optimistic outlook. It should never be some grim, sad thing that you have to do. It should be something that you choose to do. By finding joy in your non-consumerism, you will be far more successful at it. It becomes a game that you win if you can do something for free that others spend money on. When you feel like you require less, you are happy with less. This means that you have to spend less time working at things you may not truly enjoy so that you can pay for the things you never actually needed in the first place. This means that the money you do have goes a lot further.

It’s All about Your Attitude

As a parent, sometimes I’ve asked my kids to do things they don’t want to do. (Haven’t we all?) The biggest key to their success in the endeavor is their attitude.


Scenario #1:

Me: “Kiddo, it’s time to swap your winter clothes for your spring clothes. Please go through your closet, sort through your winter clothes, and get rid of the stuff that’s too small or that you don’t want anymore.”

Kiddo: “I don’t want to! I hate this! It’s not fair!”

Kiddo goes through the closet, angrily shoving things in a garbage bag without taking a good hard look at things. She sulks, pouts, and is otherwise miserable. She gets the job done but makes sure that it is unpleasant for all of us.

Scenario #2:

Me: “Kiddo, it’s time to swap your winter clothes for your spring clothes. Please go through your closet, sort through your winter clothes and get rid of the stuff that’s too small or that you don’t want anymore.”

Kiddo: “Okay—this gives me a chance to see if there’s anything I can repurpose, too!”

Kiddo goes through the closet, eagerly sorting items into piles. She comes up with a good stash of “new” materials for craft projects, a bag of donations, and two shirts that were buried at the back that she forgot she had. The job is done, and the end result is its own reward.

Switching over to a more frugal lifestyle can be just like the above scenarios. You can embrace it and relish the challenge of it, or you can sulk, pout, and be absolutely miserable. At this point in my life, things are no longer as hard as they were before. But still, I choose to live a frugal life. I opt to live a frugal, non-consumer lifestyle because of my personal experiences. Disengaging from the uncaring financial machine has provided me with a freedom I never had when I was spending close to six figures while earning twenty times that for a corporation that cared only about the bottom line. Even if you’re doing okay financially, living frugally can allow you to do outrageous things that you technically shouldn’t be able to afford on your paycheck, like traveling the world, living in a paid-off home, or putting your children through college debt-free.

7 Steps to the Joy of Frugal Living

If you’re coming over to the cheap side, you need to embrace it. You need to play it like a game you are determined to win and cheer yourself on like you’re in the last quarter of a Final Four playoff. That will keep you motivated during the good times and propel you through the rough times. These 7 steps will help you keep your head right.


1. Be grateful. An “attitude of gratitude” is the most vital part of embracing your cheap side. If you’re happy with what you’ve got, you will find that you “need” far less than you did before. That’s because you aren’t seeking some momentary hit of joyous adrenaline by purchasing something. That rush rarely lasts and you’re just left with more stuff and less money.

2. Be creative. How can you make something, save something, or repair something in a totally original way? Embrace the challenge and tap into your creativity. You may just discover that, in your originality, you’ve come up with something far better than the purchased alternative. (We’ve found this to be especially true with fashion accessories, home décor, and birthday parties!)

3. Give. Frugality doesn’t mean you’re stingy. There are always people who are worse off than you. It’s important to give a hand up to those people. If your kids were hungry or cold or without shelter, wouldn’t you hope that some kind person would help them? Even at our absolute rock bottom financially, we donated one can of spaghetti sauce and a package of noodles to the food bank every week, which hopefully provided one warm, comforting meal for someone who needed it. My girls chose those sauces and noodles with the care of a Cordon Bleu chef picking ingredients. It isn’t necessary to debate whether people are truly in need or just milking the system. That is a subject for them and their consciences. Just give when you can. You are responsible for your intentions, not theirs.

4. Spend your money where it really matters. When things were at their worst for us, we opted to move to a very small community into a drafty little cabin in the woods. We made this decision as a family in order to reduce our monthly output. By getting rid of “city rent” and all of the bills that came with it, we cut our monthly output in half. This means that I was able to start a business without having a ton of overhead to cover. When my daughter needed new glasses, it was not a problem to pay for them. It meant my older daughter could get through college without crippling student loans even while I was making less than $30,000 a year.

5. Less need equals more time. Not only does a thrifty lifestyle mean that I can refocus where my money goes. It means that I can refocus where my time goes. I don’t have to work quite as hard on stuff outside the home and can focus on home and family. I have the time to make hats and scarves instead of purchasing them. I have time to garden and preserve the harvests. I have time to perform money-saving tasks like cooking from scratch, which goes into that big happy circle of having more money to put toward important things. This isn’t to say you can only live a frugal life by crocheting mittens and growing tomatoes—we all have our own frugal path to find. Your talents and patience may lie in other directions than mine. Life changes constantly as well. During a summer with lots of travel, my canned goods might come from the farmers’ market. During a phase with book deadlines, dinner might come from the grocery store with a $5 rotisserie chicken (cheaper than I can make at home) and a can of green beans.

6. Hang out with like-minded people. It is so much easier to embrace your cheap side if you don’t have people telling you how deprived you are all the time or berating you for being too cheap to spend $27.85 on a movie ticket, popcorn, and a soda. Most of my closest friends are thrifty. We swap clothing, we borrow and lend tools, and we cheerfully hang out without spending a dime. Instead of heading to the mall, we chat on Skype. Instead of going out to sit in a coffee shop sipping a $6.00 latte with whipped cream, we sit in the garden at one of our houses sipping a coffee that one of us made, along with a homemade blueberry muffin. We enjoy the same conversation we would have had at that coffee shop, too. When your nearest and dearest are on the same page, life is a whole lot easier.

7. Turn off the TV. People go to school for years to study how to make people want what they don’t need. That great big brainwash box sitting in the living room is a direct pipeline into your mind. From the beautiful homes on the TV programs, the fancy clothes, and the ads for food, recreation, and new cars, the whole racket is designed to make you feel that what you have now is inferior to what you could have. Kids are the biggest target of product placement advertising in popular shows. If you watch TV, limit it. Become aware of the scams and discuss them with your kids so that they can easily identify how marketers are attempting to manipulate them. Also, lest it sounds like we sit around by candlelight singing Kumbaya, we do stream some shows in our home. But when we do, it’s a big game to identify the hidden ads. While this may sound contrary to my advice to turn the TV off, I believe that some limited viewing coupled with an awareness of marketing techniques inoculates my children against the sales pitch. Also, if you have decent Internet, streaming is a kabillion times cheaper than cable and often has no commercials.


Living beneath Your Means

While many people advocate living within your means, I don’t think that’s necessarily enough. I’m a proponent of living beneath one’s means. Within is great, because it signifies a lack of debt and only spending what you can afford. But beneath is even better, because it signifies that you have quite a bit left over for dealing with a rainy day.

Living beneath your means may not sound like a whole lot of fun. It sounds as though a person doing this is stuffing coffee cans full of dollar bills into spaces in the walls, darning socks until they simply can’t withstand another repair, and eating cold beans in a darkened room to save on the electric bill. In reality, it isn’t like that at all. Learning to live beneath your means can bring you a kind of peace that you never felt before. It can help you survive financial crunches both large and small. It can teach you to take joy in simpler things instead of always looking for the next expense that will give you a surge of endorphin-laced happiness.

If this is elementary to you, hang in there because there are graduate level frugality ideas on the way. We’re starting off with the fundamentals and will move on toward high-level, PhD thrift from there. Some have gotten themselves into a pickle and want to figure out a way to get out of it. Others have already cut down to the bare bones and are still having trouble. Either way, if you want to live the cheap life, you’re going to need to make some radical changes.

The Frugalite’s Quick-Start Spending Freeze

Want to know how to get started on your life of epic cheapskatery? It’s easy. Stop spending money. Duh. No joke. But you see, most people spend money every single day. I’m not talking about your day-to-day necessities like house payments and fuel for the vehicle. I’m talking about those little impulse buys that most of us make without thinking twice about them. We spend more money than we realize on silly things. If you spend money on the following, you could go a lot longer than you think without spending.


• Drive-through coffee

• Delivery or takeout pizza

• Lunches out with friends from work

• Buying a drink while you are out

• Buying magazines

• Going for manicures/pedicures/facials

• Driving places just to have something to do




It’s these little things that add up and can take an enormous chunk out of your budget. We’ve become a nation of consumers who think nothing of plunking down five times the value for something because we’re out and it’s convenient. Instead of the above, you could make some small one-time investments and . . .


• Bring your own coffee in a big thermos from home

• Make pizza from scratch

• Organize a workplace potluck

• Keep a small cooler in your vehicle with drinks from home

• Read online

• Change to a simpler beauty regimen

• Stay home



By doing this, you could save thousands of dollars per year. Let me be clear: I’m not saying we should never have a treat. When my family lived in the boondocks, we’d go out on a major supply shopping trip once a month, and we’d often grab a coffee out when we did so. That day was our big outing and picking something up then was a treat. That’s because a treat is, by definition, something outside the norm. When you do something every single day, it’s no longer a treat, it’s a habit (and an expensive one in this case).

Consider these big questions: How deeply ingrained is your spending habit? Could you institute a personal spending freeze for an entire week? For a month? How long could you go without spending money? The act of spending itself is a habit. If you can break the habit of thoughtless spending, you’ll be much further ahead. You can put that money toward large investment purchases that you never realized you could afford. If you saved $1,300 in Starbucks spending, at the end of the year you could make one large purchase that could help your family be in a better position. You could go on a vacation. You could pay off some debt. Now imagine what you could do if you corralled all of your frivolous spending. Prices are going up, incomes are staying the same, and jobs are getting lost and not replaced. I’d rather these things be my choice, not just the effect of a personal financial downturn. Here’s how to start a spending freeze:

First, give yourself an allowance. That’s right, give all of the people in your family who spend money an allowance. Make it cash, and collect the bank cards, credit cards, etc. This doesn’t mean that purchases cannot be made, but it will take some effort to do so, and that effort will give you time to think it through. Do you really need that pair of shoes to match that one outfit in your closet? You know, that outfit you wear once every two years? By giving yourself a little cool-off time, you’re less likely to make regrettable purchases that just don’t add enough value to your life. By having your spending money in cash, you have a very tangible way to see how much you’ve spent, and can limit the amount of frivolous spending that any family member can do. Your goal should be to finish the week with a little money left over, instead of ending the week trying to dip into next week’s money.

Pay for the essentials. Do you want to get started on your spending freeze?

• Make a careful list and plan your meals, three per day, for the next week.

• Fill up your car with gas and put aside cash for more gas if you use more than a tank per week.

• Pay your bills.

• Then, lock up your bank cards and credit cards and put away your cash.

Now, see how long you can go without spending anything. Nothing will make you more aware of your normal spending habits than stopping them completely. Because I work from home and have no regular place to spend money, this is a little easier for me than it is for someone who goes to work outside the home every day. But it’s possible. I know, because I haven’t always had this lifestyle, and as a single mom with no other financial contributions, it was a matter of survival for us. I tried to make it a game and came up with all sorts of creative ways to avoid spending money. We’d walk instead of driving, have movie night at home with stovetop popcorn when something good was on network TV, and read books from the library. Life without spending money does not have to be grim and miserable. In fact, if it’s grim and miserable, you won’t stick with it. Your family members will commit mutiny and you’ll end up spending $99.38 at the theater for a movie and snacks.

Turn off your “consumer” button. It’s time to stop being such a consumer. Think about that word, “consumer.” It always makes me think of a horde of locusts descending on a field and picking it clean. I don’t want to be one of those locusts, consuming just because something is there, until it’s gone. Whatever it is you want to spend money on, you might not even need it. If you do need it, instead of buying it, try making it. Not only do you save money, but you develop skills, too. Learn to entertain yourself without spending. Teach your kids to be entertained without electronic devices. Develop hobbies that are productive instead of expensive.

How long can you go? If you put yourself and your family on a personal spending freeze, how long could you go? Can you go for an entire week without spending money? An entire month? This spending freeze will give you a foundation for the other changes you’re about to make. It may be hard, but I know you can do it. You’ve got this. I have faith in you.






Part Two

Look at the Money, Honey

How often do you hear people talk about how they would live their dreams if they only had a bit more money? People always dream about staying home with the kids or about relocating to their favorite city or traveling to some exotic locale, but often feel that these things are financially unreachable.

Do you do this yourself? If so, then maybe it’s time to take a good hard look at your finances and enact a personal austerity plan to radically cut expenses. Because for many of us, the money is there. We’re just spending it somewhere else. Most people would be surprised at the changes that can be made when they rethink the definition of the word “necessities.”

If you want to be somewhat immune to any future financial catastrophe or want to plan for some outrageous goal, you need to perform a financial makeover to pare down the monthly output to the bare minimum. This might sound kind of grim, but it’s actually not! Decreasing your monthly output provides a different kind of safety net. You can end (or at least reduce) your servitude to the system, where the government helps itself to around 30 percent of your paycheck through payroll deductions. You can make a change that allows one parent to stay home with the kids (if that’s your goal). You can “just say no” to unreasonable work demands, extra projects for your boss, and long hours spent making someone else wealthy. With your newfound freedom, you may discover that you have the money to start a business, relocate, or cut back your work hours and spend more time doing the important things in life.

If your family suffered devastating financial changes, wouldn’t you prefer to make the cuts now and adjust accordingly, instead of having them forced upon you through evictions, foreclosures, repossessions, and other painful methods? Trust me—it’s a whole lot better to make the decision yourself. The first step is to figure out the difference between a need and a want.

Redefining Necessities

If your finances are out of control, the best possible reality check is taking a stark look at what necessities really are. Despite what the media (and your kids) will tell you, it is actually not necessary to have a cell phone for each family member, a vehicle in both stalls of your two-car garage, or for your children to all have separate bedrooms. People in Venezuela, Greece, Argentina, and parts of the world that have suffered through a financial collapse will tell you that “necessities” are those things essential to life:


• Water

• Food (and the ability to cook it)

• Medicine and medical supplies

• Basic hygiene supplies

• Shelter (including utilities like lights and heat)

• Serviceable, climate-appropriate clothing (not a giant walk-in closet full—just the basics)

• Sanitation

• Self-reliance items like seeds and simple tools



Absolutely everything above those basic necessities is a luxury. Now, stick with me here. I’m not going to suggest you take a vow of poverty and dress solely in clothing made from discarded flour sacks. But we have to get down to the nitty-gritty.

By the definition above, what luxuries do you have?

Some luxuries are more important than others, based on your lifestyle, and might be considered secondary necessities. You might require transportation, work clothing, a computer with Internet connection, electrical appliances, a cell phone—you are the only person who can define which of these are luxuries, and which are secondary necessities. It’s essential to be truly honest with yourself and separate “wants” and “I really enjoy having this” and “the kids will complain without it” from “needs.”

For example, I’m a blogger. Without an Internet connection and a laptop, I have no work. For me to make a living, therefore, my computer and monthly Internet bills are necessities. However, because I work from home, a fashionable work wardrobe is not important to me. I can wear jeans and a T-shirt to work every single day (or pajamas, if I’m being honest) and it won’t affect my career at all. But if you work a job in customer service, then perhaps a computer and Internet connection would be less important than a professional wardrobe.

Here’s how it all went down for me.

I touched on this briefly earlier in the book but let me give you the down and dirty details. When I lost my job, I began looking for ways to make money from home. I was fortunate and picked up some freelance jobs pretty quickly, but I realized that I couldn’t make ends meet with what I was earning, at least not in my then-current location. I knew that the nice house in the city and the late model car were no longer maintainable. When things began going downhill for me, I had to make my austerity plan in a hurry. I didn’t have the luxury of a long time to prepare. We were in dire straits already when I made the decision to radically reduce my expenses.

I began to cut expenses as quickly as possible. Some of them were forced on me—we lost our home to foreclosure and our car to repossession. I simply couldn’t pay for them anymore, so I began a search for a less expensive place to live. The beauty of what I do for a living is that I can live just about anywhere—I only require a reliable connection to the Internet. Within a short period of time, we’d located a very distant, very remote little cabin in the Algonquin forest of Ontario, Canada. We sold a bunch of stuff and then packed up the rest and relocated seven hours north to the boondocks, a move that saved more than a whopping $1,100 per month when compared to city life. And, friends, I went Ninja Frugalite. Although these changes were not incredibly popular with the kiddos, I made them ruthlessly.


✓ Moved from a four-bedroom home in the city to a small two-bedroom in a remote area (sharing a room—oh, the humanity!)

✓ Cut out cable and home phone

✓ Provided a very limited budget to the kids for school clothes, winter coats, and holiday gifts. If something “better” was wanted, they had to earn the difference

✓ Made the kids do extra chores for privileges like field trips, vacations, and houseguests


✓ Began cooking entirely from scratch and limiting meals out to birthdays or long trips

✓ Began gardening, preserving bulk foods, and shopping through mail order sources



I paid $900 cash for an old truck with four-wheel drive and we left the city with a spirit of adventure. With white knuckles, I drove the U-Haul myself and towed my truck. This was the first time I ever a) drove anything as big as a U-Haul and b) towed anything. But when you’re committed to radical change, you’ll do all sorts of crazy things you’ve never done before. And the feeling of satisfaction is like no other. Only one year later, my oldest daughter headed off to college on a scholarship and Mama’s dime with nary a student loan in sight.

You can change your life, too.

I realize that the changes I made are not changes that will work for everybody. I’m not suggesting the changes are always a whole lot of fun either. But almost everyone has some places they can make dramatic cuts—if they’re willing.

Adjusting your own situation requires a brutal analysis of your expenditures. If you can’t get your partner or spouse on board, it’s much more difficult to do a complete overhaul. If you’re in that situation, overhaul the things you can control in the hopes that your significant other will decide “Hey, that’s pretty cool.” Kids, however, must deal with it. Expect loud complaints but be firm. You are the parent.

I became financially independent after a job loss, after a foreclosure, and after a car repo. I was a formerly flat-broke single mom paying for the debt-free education of a kid in college and homeschooling another kid. If I can do this, so can you. At least, you can if you really, truly want it.

First Things First: You Need an Emergency Fund

What would happen if you missed a paycheck? What would it mean to you if you had an unexpected trip to the emergency room? If your car required an expensive repair? What if your fridge that you just stocked with groceries gasped its last breath? What if your income was interrupted for a week, or two weeks, or even longer? Do you have an emergency fund built into your budget to see you through these everyday calamities? Or are you only one missed paycheck away from disaster? Because these things happen, and they happen regularly.


According to a 2020 survey released by Bankrate,1 59 percent of Americans do not have the emergency savings to take care of a crisis that costs $1,000 or more. How do people handle unexpected expenses? According to the survey:


• 41 percent would use savings

• 16 percent would use credit cards

• 14 percent would borrow from friends or family

• 13 percent would reduce other spending to cover the expense

• 7 percent would take out a personal loan



Many said they had no idea how they would cover an unexpected expense of this magnitude. So, what about you? Do you have an emergency fund? It needs to be part of your budget. And not something you tack on at the end. The first part.

An emergency fund is vital.

When your finances are tight, sometimes your first impulse is to spend every dime. Many people focus on things like paying off debts, stocking up on food and supplies, or paying more than the minimum payments on bills. However, that may not always be your best bet.

Don’t get me wrong, paying off debt is vital, but most experts recommend establishing an emergency fund as the first step back to financial security. There are several reasons why this should be a priority for you:


• What if you suddenly lost your job and it was six to eight weeks before unemployment payments began to trickle in?

• What if your child suffered a medical emergency and you needed to purchase an expensive medication or pay for treatment?

• What if your refrigerator began making a death rattle and you needed to buy a new one immediately to save your expensive frozen food stockpile?

• What if your car, that you need to get back-and-forth to work, required a costly repair?




The reasons you might need to tap into an emergency fund are as varied as the news headlines—there are many different personal disasters that can arise, and nearly every single one of them will require that you have some additional funds available. You simply cannot call yourself “financially prepared” if you don’t have currency on hand to see you through the rough spots. Saving it isn’t that much fun, but having it when you need it is the best feeling ever.

A word of warning here: don’t let your short-term emergency become a long-term problem. It’s important not to rely on credit cards, overdraft, and lines of credit for these unexpected events—those methods will cost you far more in interest in the long run. Credit cards are not an emergency fund. An emergency fund is currency that you have on hand that will not cost you interest. Don’t make your personal disaster worse than it already is by paying compounded interest on it for the next two years.

How much should be in your emergency fund?

This is one of those numbers that will vary with different families. Most experts recommend a starting point of one to three months of expenses. And by expenses, I mean everything from house payments to car payments to projected utilities to food costs. Don’t underestimate how much it takes to run your household every month. Be sure to account for all of the regular expenses you might need to cover during an emergency situation.

In addition to an emergency fund in cash, necessary items that you keep on hand can help see you through a rough spot. A stockpile of general supplies and a pantry full of bargain-priced food means you have to spend less money on day-to-day items when times are tough. Check out my book Prepper’s Pantry for more ideas on this. (Trust me, you’ll love it even if you aren’t getting ready for the zombie apocalypse.)

How to bankroll your emergency fund when times are tight.

If you don’t have some rainy-day money set aside, it is of the utmost importance that you fund this right away. It’s time to change your financial lifestyle. Hardcore frugality is the answer. If you don’t have enough money set aside to weather a crisis, then you need to cut your spending to the bone until you do.


• Most of us have some places that we can cut the budget. To put it into perspective, a fancy frozen coffee-like concoction from Starbucks is about $6. A workweek without Starbucks = $30 in the bank. A month = $120. More on budget-cutting coming up.

• Sell something. Do you have a basement full of unused relics? Exercise equipment, old furniture, unused appliances—all these things taking up valuable storage real estate can help you to establish your emergency fund.

• Get a second job. You don’t have to plan to work two jobs indefinitely but spending one day a week babysitting or taking on a part-time job can help you get your savings into the comfort zone.

• Make only your minimum payments. I realize this is not the standard financial recommendation, but until you have a one-month rainy day fund set aside, you should forgo making the extra payments even on interest-bearing accounts.

• Eat cheap for a few months. If you can manage one cheapo meal a day, this can result in massive savings. Consider different meals that are less than a dollar per serving—generally these will be vegetarian offerings like beans and rice, a bowl of cereal, or eggs and toast. Soup is also a great budget-stretcher. And for the love of puppies, don’t eat out—the cost per serving is five to ten times the cost of making the same dish at home.

• Get rid of some fixed expenses. If you can get rid of some of your monthly fixed expenses, you can build your emergency fund very quickly. Cancel gym memberships, extracurricular activities, phones, satellite, cable, and Internet. Funnel all of that money toward your emergency fund.



Once the fund is built, you may discover you didn’t really need those services or things as much as you thought you did.

What constitutes an “emergency” worthy of dipping into the fund?

Once you have your emergency fund established, you might wonder “What can I spend this on?” Ideally, nothing. The goal is to never spend this money. This little safe full of money squirreled away is there for situations that cannot be addressed with your regular income.

Here are some things that are not emergencies:


• Trips to the mall

• Concert tickets


• Vacations

• Your 346th pair of shoes

• A celebratory dinner at a nice restaurant

• Cell phone bill (unless it’s your family’s only phone in which case it might be worthy of the fund)



Ask yourself a few questions to determine if the emergency is worthy of dipping into your carefully accumulated fund.


• Will it cost me more money if I do this later rather than sooner?

• Is the expenditure related to a safety issue?

• Is the expenditure related to a health issue?

• When will I have the money to pay for this out of my regular income?



Here are some examples of emergency spending that may not be able to wait.


• Refrigerator

• Car repair

• Medication/medical bill

• Washing machine (not in all situations, but if you have a baby in cloth diapers it’s pretty vital!)

• Utility bills that will result in reinstatement charges



Only you can judge whether or not an event constitutes an emergency. If you must use money from your emergency fund, make it a priority to replace that withdrawal as quickly as possible.

It may seem counterintuitive to start an emergency fund when you’re swimming in debt, but this is the very first step toward greater financial security. Go ahead—squirrel away $25 to $50 for a rainy day from each paycheck. Consider having it withdrawn from your pay automatically and you may not even miss it.

Now, it’s time for a cold, hard dose of personal economic reality.

Are you ready? Are you motivated? Do you want to stop living paycheck to paycheck? Let’s rock and roll.


Where Are Your Finances at Right Now?

You can’t get to where you’re going if you don’t know where you are. And, if you don’t know where you are right now, it’s time to find out. Warning: it may not be at all pleasant. But like digging out a deeply lodged splinter, it’s necessary to feel some pain to improve the situation. Just take a deep breath and get ’er done.

How do you do most of your spending? If it’s with your debit card, it will be pretty easy to get started immediately. Simply print out your records for the last two months, and then move on to the next step. (If you spend a mixture of money from your bank account and cash that you have on hand, you may have to get a notebook and start tracking your spending, then move on to the next step in a couple of weeks.) It’s vital to note every single dime that you spend. Like a leaky faucet in a bathroom few people use, it’s those tiny but consistent drips that add up to an astonishing number of gallons of waste.

Now, organize your spending into categories.

I use categories, then subcategories:

1. Fixed Expenses: These are expenses that don’t change from month to month, like: mortgage, rent, property taxes, cable bill, car payment, insurance. You can then break these down into two subcategories:

• Necessities

• Optional expenses

2. Variable Expenses: These expenses can be adapted to fit your financial situation, and sometimes even eliminated if necessary: food, utilities, clothing, gasoline, entertainment. (Obviously the need for things like food can’t be eliminated, but you can spend more or less money when adjustments are needed.) Again, we can break these into subcategories based on how vital they are:

• Necessities

• Optional expenses

All of your spending will fall into these categories and subcategories.



Now please don’t misunderstand. There’s absolutely nothing wrong with a little bit of luxury spending that you’ve budgeted for, as long as it doesn’t put you behind on necessary spending. My family and I get new clothes, take vacations, and go out to dinner from time to time—we just make sure the spending works within the confines of our budget.



Here’s a mistake to avoid. Don’t say to yourself “Well, I usually don’t spend $400 on clothing so that isn’t realistic.” If you spent it, then it’s realistic. You are averaging together two months, which should account for those less common expenses. Brutal honesty isn’t fun, but it’s vital for this exercise.

On another piece of paper, write down your income from all sources:


• Jobs

• Rental properties you may own

• Child support

• Alimony

• Settlements or debt repayment

• Any other money you have coming in on a reliable basis



Only write down regular sources of income for this exercise. Things like tax returns or one-time sales don’t count toward this exercise.

Balance your total spending with your monthly income.

How does your output compare to your income?

You’ll find yourself in one of a few different situations:


• If you aren’t good at tracking your expenditures, you may have income that is unaccounted for. For example, maybe you have no actual money left over, but there is $300 that you can’t account for. Put this in your miscellaneous category, since you obviously spent it.

• You are breaking even and maybe even putting some money in savings.

• You are breaking even with nothing left over.

• You are spending more than you are bringing in, and you’re using credit to support a lifestyle you can’t afford.


• You can’t pay all of your bills, your credit is either maxed out or nonexistent, and you can barely keep the lights on and a roof over your head.



So, where do you stand in all of this? Are you in better shape or worse shape than you thought? Many of us are shocked every time we do this exercise—and I say every time because it’s something you should do more than once. Little things sneak in when times are good. You need to perform regular audits of your spending, even once you’ve gone over to the cheap side.

Hang on to this piece of paper, because we’ll use this to create a shiny new budget.

Next, establish your minimum for living expenses.

For this calculation, first add up your fixed necessities. This is the amount you need to keep a roof over your head, your car in the driveway, and any other regular payments that you make to keep those two things going.

Then, add up your variable necessities. There’s some wiggle room here, because we can always dial back our groceries, the amount that we drive our vehicles, etc., but we have to add some of this in to our calculations.

Add these two amounts together. In a financial worst-case scenario, this is the minimum amount of money that you need to maintain some semblance of your current lifestyle. This amount needs to be set aside each month before another penny is spent. Everything you have on top of this is gravy.

Now, it’s time to make a real budget.

Budget is a b-word, but it isn’t a dirty one. It’s actually okay even though people shudder and think of deprivation. Think of it as a diet for your finances. Just like a diet for your health, it can be a bit difficult, but the end results are worth it. Now that you have the whole picture in your sweaty little hand, it’s time to go in like Jack the Ripper on a foggy night and do some slashing.

When you look at your piece of paper with your average monthly expenditures for the past two months, some things will leap out at you. Are there any surprises? Did you actually realize how much you had been spending? Are there any expenditures that are shockingly high for something that is unimportant? Your first step is to see where you can cut things out right now from the above expenditures.


We’re going to look at three different categories of expenditures:


• Fixed expenses: These are the regular expenditures that come out of your account every single month: mortgage, car payment, taxes, insurance, cable, phone bill—you get the idea.

• Variable expenses: These are (usually) small, incidental expenses that you don’t even think about because “it’s only a few bucks.” They can really add up over the course of the year and can make huge changes to your budget.

• Debt: Debt can be secured or revolving. For the purposes of this book, we’re mostly focusing on revolving debt. Not many families are able to go out and plunk down $20,000 for a reliable car or $200,000 for a home.



Now, let’s see where we can cut some money, shall we?

Variable Expenses

The place many people can slash money ruthlessly is in their variable expenses. These can be big or small. They are often little random expenditures that siphon away money subtly. The $5 here and $10 there. Depending on how you spend, that $5 could be $150—this is all relative to how you spend money. These are expenses that can change from month to month, unlike things like rent or car payment. It’s a great place to do two things:


1. Make lots of easy adjustments

2. Get yourself into a thrifty state of mind



When you really calculate how much these small expenditures can add up, you may be stunned at the waste. Before you say “Oh, that’s only $2, it doesn’t matter” think about this:


Two dollars, saved on a daily basis over the course of a year, is $730.

If you save $2 on four different things, that total is $2,920.



Sure, if you’re a multimillionaire homeowner with a paid-off house, yacht, and car, those numbers are small potatoes. But for most of us, a savings of $2,920 makes an awfully big difference. A hefty chunk of emergency fund or paid-off debt. A wonderful purchase you never dreamed you’d be able to make.

So, stop thinking small. Think big. Think about what you’ll save over the course of an entire year. Let’s start out by talking about the small changes that can add up to huge savings for your household.

It’s the Little Things That Add Up

Let’s start off with the easy stuff and look for those little random expenditures that siphon away money subtly. The $5 here and $10 there. You may have just discovered that you spend $300 to $400 each month for a daily lunch out that didn’t seem like much in individual increments, but when you add the daily $5 drive-through coffees and an afternoon bottle of water, ends up exceeding $500 a month.

Half a thousand.

Lotsa money.

Maybe you smoke or drink alcohol outside the home on a regular basis. Do what you’re going to do—I’m not here to tell you to stop smoking or drinking—but take a look at how much you’re spending to do it. Maybe you buy a giant soda pop at the gas station every day for a couple of dollars. That adds up, too. Nearly everyone discovers that they have at least one bad spending habit in this part. Don’t beat yourself up. Just fix it. Imagine what your life would be like with the money you blow on cigarettes, drive-through coffee, hookers and cocaine just kidding I know you aren’t like that, giant fountain sodas, and happy hour tucked away waiting to help you through an emergency.



OEBPS/Images/half.jpg
The Ultimade ‘Quide to
FRUGAL
LIVING





OEBPS/Images/title.jpg
WWWI@
FRUGAL
LIVING

Save Money, Plan Ahead,
Pay Off Debt &
Live Well

DAISY LUTHER

author of Be Ready for Anything

Racehorse Publishing





OEBPS/Images/cover.jpg
The Ultimate Quide to
FRUGAL
LIVING

Save Money,
Plan Ahead,

Pay Off Debt & "
Live Well f

DAISY LUTHER

author of Be Ready for Anything







