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Budgeting Rule #1: “Spend Less Than You Earn.”
We hear and read much these days about stewardship and how we are to be good stewards of all that God has given us because He owns it all.  Sometimes it’s more difficult to put that teaching into practical terms, especially when we’re just new to it.  This article (written by my colleague Greta Luimes) is the first of a series of three articles based on Ted Boer’s book “Three Simple Rules – Guaranteed to Improve Your Finances”.  (Contact me for a copy ($6.50 includes mailing) or visit www.ThreeRules.org and download your own free copy.)

What are those three incredibly simple, common sense rules?  

1.  Spend less than you earn.

2.  Save now!  Buy later.

3.  Know Debt.

We’ll begin by discussing rule #1: Spend less than you earn.  

It sounds so logical, doesn’t it?  But in today’s marketplace we are bombarded with advertising that says “Buy NOW, don’t pay until 2006!”  It’s awfully tempting, to spend now and pay later, especially when we’ve persuaded ourselves that we really need the item in question and we figure that we should have enough time to save the money before the payment comes due.  It especially seems tempting when you’re just setting up your first home or when you see your neighbour doing the same thing.  

One of the realities of this decade is that many people have better incomes but they never seem to have enough. Many, today, spend more than they earn.  Where does the extra money come from?  It’s usually borrowed on a credit card, a line-of-credit, or it’s taken from the money that was supposed to go to a savings account (see rule #2).

In his book, Ted suggests 7 simple disciplines that will help us all to spend less than we earn.

a) Understand your paycheque:  realize that our gifts to God come off the top, taxes come next (usually before we’ve even received our pay) and saving should come third.  We need to learn to live on what’s left after these three areas are covered.

b) Can’t afford it – don’t buy it: asking ourselves these questions will help us - Do I have the cash to buy this?  Will I need this money for anything else in the future?  Should I buy this item or save the money for later?  Is this item the most pressing thing on the list of things I need or want?

c) Don’t buy on impulse: walk past the low-priced items close to the checkout counter.  If you didn’t go in the buy them, you probably don’t need them.

d) Biggie size your French fries but not your home and car: many of us fall into the trap of buying more house than we need, and as expenses increase over time, our budgets become tighter and tighter.  It’s awfully tempting then to compromise on other more important areas of spending like tithing and saving.

e) Think used:  almost everything we buy used will be less expensive up front and less expensive in the long run.  Studies show that a used car can reduce your car expenses by 50%, and used clothing, furniture, toys, etc. can save you more than 70%.  

f) Pay cash:  we can save ourselves the cost of interest by paying cash and we’re less likely to overspend if we decide we must have the cash in our pockets to purchase anything.

g) Plan your spending: tracking our monthly spending for 30 to 90 days will reveal where our discretionary money is going.  Once we have an idea about what’s actually happening to our paycheques, we can create a budget that will keep us on track.

· Stewardly Tip: Why not track your spending for 30 days by writing down every penny that you spend?  You will be surprised at how much money most families spend on coffee stops, convenience store dashes, lunches out, etc.  Create a history over a few months if you really want to get a grip on your spending habits.  The process is strenuous but the rewards are great!

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: Budgeting Rule #2: “Save Now!  Buy Later.”

