Reflections on Stewardship - 11- The Debt Millstone - HB-Jan 24

The Debt Millstone

“Give everyone what you owe him: if you owe taxes, pay taxes; if revenue, then revenue; if respect, then respect; if honour, then honour.  Let no debt remain outstanding, except the continuing debt to love one another, for he who loves his fellowman has fulfilled the law.”
Romans 13: 7,8

I hate debt.  When I owe, the debt presses on me like a millstone would if it were placed around my neck.  The apostle Paul advocates only one kind of debt – the ‘continuing debt to love one another.’  The financial kind of debt is another story.  My colleague, Harry Boessenkool, retired from a long career in the financial service industry, has lots of solid advice on debt some of which he shares with us in this issue.  He writes:

We are not aware of a single country that is debt free - Alberta is only a province! Studies are also showing that there are virtually no people in Canada under 55 years of age that are debt free.  The greater majority of our businesses are not debt free.  Any public corporation that has shares outstanding is not without any obligation.  Whether we like it or not, the minute we use a credit card we are incurring at least a temporary debt.  It may not attract interest but it is a debt nonetheless.

There seems to be an overwhelming vote of confidence in debt.  Sixty percent of Canadians have an RRSP and all these funds are invested in some type of debt instrument.  So what is the problem with debt?  The Bible generally speaks negatively about debt - except the debt of love.  In Deuteronomy 15 there is a great solution for handling debt, but only for the Israelites - foreigners still had to pay.  In our communities and the world at large we have had excellent discussions regarding the principles surrounding the “Year of Jubilee” (Lev. 25). At an international level we were able to write off (forgive) some debts of poor countries.  At a national level, governments are forced, via guarantees, to pay out (forgive) loans to industry and individuals (student loans).  At the local level, financial institutions write off (forgive) loans to individuals, farmers and companies.  We have a whole industry that manages our complex and comprehensive bankruptcy laws for individuals and companies that get into debt with no ability to repay.

At a personal level we have a responsibility to manage our debt so we do not become a burden to society.  Fundamentally that means living within our means. There is a great debate about what this means as the Canadian poverty line varies significantly depending on whom you ask.  At a practical level let’s look at some ways we (those working for regular wages) can avoid excessive debt (the percentages are working “rules of thumb” and may not apply to everyone):

1) Your monthly payments for all personal loans, mortgages plus 3% of the total of your credit card limits generally should not exceed 35% of your gross monthly income.  If you include Christian School tuition, this can be increased to 37%.  Once you are over this percentage you can be assured that your debts at the end of the year will be higher than at the beginning.

2) At today’s low interest rates the percentages quoted above could lead to enormous debts.  When taking on debt (and this should be restricted to homes and vehicles only) it is wise to amortize (the time over which you will repay the loan in total) the loan or mortgage to be paid off before age 55 or 60.  And always compute the interest rate at 2% above what you are paying if the rate you are paying is below 10%.  Vehicles should never be financed over more than 5 years.  In the case of couples with children it is difficult to envision (on average) that one income will suffice.  Ideally only 50% of the spouse’s income should be used to calculate the percentage recommended in 1) above.

3) No budget means no control.  Lack of some longer-term goals usually implies that there is no strongly developed savings pattern. Try logging your spending and accounting for your cash withdrawals over a two month period. If you can not account for half of it, there is a serious problem. The most likely culprit for ‘expense creep’ is random eating out, Starbucks, Tim Horton’s and Dairy Queen.  The morning and afternoon lattés cost about $1800 per year (after taxes you have to earn about $2,700) or some $150 per month. Eating out for lunch for half your working days costs $1,000 per year (after taxes you have to earn about $1,500) or $ 83 per month.  We will assume that smoking and drinking are a non-issue.  The cost of part-time work for one spouse can have a negative impact once all the costs are factored in.  We realize there could be other reasons to seek employment other than economics.  Second vehicles are a severe drain on cash resources.

In summary, the debt millstone can be broken with proper management and if debt is kept well within defined boundaries, such as the following: 

· Church and kingdom causes need to be budgeted and paid like mortgages or loan payments, automatically deducted from your Bank account since they represent the ‘first-fruits’ that the Lord expects.

· Budgeting and managing your expenses are of vital importance. 

· Avoid all impulse purchases. Always make lists of what you need. 

· Pay your credit cards monthly.  Better yet, only use debit cards with no overdraft facility attached.  Do not be swayed by low interest rates or delayed payment options. 

· Put money aside for major purchases now.  The secular notion of paying yourself first needs to be avoided if you have a mortgage or other loans outstanding.  By simply making those payments you are already paying yourself first! 

The Canadian tax system treats donation to charities very well. Average income earners can get back thirty or forty cents for every dollar donated. The tax rebate obtained because of those donations can be used to pay down your debts. You can turn ‘millstones’ into ‘milestones’. 

Stewardly Tip: New or Used?
Really think hard about buying that new car or computer or other expensive purchase – seek out expert advice and buy used instead.  Consider using rental cars with unlimited mileage for long driving vacations.  Don’t be tempted by leasing – someone will profit (leasing arrangements are not charitable).

Readers:  Share your ‘Stewardly Tips’ so that we all can make better use of the resources God has entrusted to us.  Submit your suggestion and your contact information so that we can acknowledge your contribution or ask for more details.

Next issue: Intentional Giving: Firstfruits

