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“We must consult our means rather than our wishes.”

―George Washington
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“Don't tell me what you value, show me your budget, and I'll tell you what you value.”

―Joe Biden
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When money realizes that it is in good hands, it wants to stay and multiply in those hands.

~Idowu Koyenikan

We live in a country where wages are higher than most and unemployment is lower than in many countries. Yet, we have surprisingly high debts. While Americans earn an average of $60,000, according to the latest report from the Federal Reserve, the average American household in almost $140,000 in debt.

Why is that? Well, in North American we have a penchant for owning things. The average householder has over 300,000 items. We can’t seem to part with them. Yet, we keep buying more. 

One of the fastest growing industries is building and operating self-storage facilities. We buy more. There’s no place to store our old stuff so we pay yet more money to store it. Ten percent of all homeowners have rented storage facilities.

And things are not getting better. NerdWallet.com’s study indicates that American credit card debt increases at alarming rates each year. In 2017, it had reached over $930 billion dollars. That is nearly seven percent higher than in 2016.

That’s why I’ve written Minimalist Budget. I know, personally, how easy it is to get into debt. Clever advertising campaigns promise things like “No down payment. Nothing to pay for twenty-four months” and “Two years interest-free”. These unbelievable offers lure unsuspecting buyers to grab newer, better, faster, flashier items. Slick brochures seduce us into believing we’ve got to have the latest model iPhone or laptop or tablet or automobile.

Real estate ads and professionally created virtual tours entice us to purchase houses we can’t afford to pay for and upkeep.

In Minimalist Budget, we’ll examine how we get ourselves into debt. I’ll show you how to change your view of owning. We’ll talk about how to create a minimalist budget and how to live well within that budget. I’ll demonstrate how you can not only be debt-free but also save money and get out from under that crushing debt forever.

	[image: ]
	 	[image: ]


[image: ]

Chapter One: What is a Minimalist Budget?


[image: ]


There are thousands and thousands of people out there leading lives of quiet, screaming desperation, where they work long, hard hours at jobs they hate to enable them to buy things they don't need to impress people they don't like.

~Nigel Marsh

Before we look at the concept of minimalist budgeting, we first need to clarify what we mean by minimalism. The term is not new. It’s been around since the sixties. At that time, minimalism was associated with an art movement. Artists who practiced minimalism used new materials to produce art that had simplicity and substance. 

Minimalism isn’t just some gimmick or trend. It’s a way of thinking. When you adopt minimalist habits and beliefs, it can change the way you live.

Minimalism is subject to interpretation. It means different things to different people. It also means something different to people at different stages in their lives.

If you choose to become a minimalist, then you need first to decide what becoming minimalist means to you. You also need to think about why you wish to adopt a minimalist way of living.

Minimalism changes your perception of what is real and what is important. If you are one of those who believe it is important to keep up with the Joneses—or to be the Joneses—then minimalism is not for you. If you care what others think, then minimalism will never work for you—unless all your friends adopt this way of thinking.

Now that we’ve talked about minimalism in theory, let’s clarify what I mean by a minimalist budget. A minimalist budget is simply a financial system that takes your cash flow and expenditures down to the bare bones. A minimalist budget helps you get out of debt. It also helps you stay out of debt once you’ve crawled out of that hole. There’s more. Adopting a minimalist budget will help you save money. It will also help you make money.

In the following chapters, I’ll show you how to create a minimalist budget. We’ll discuss how you can use this tool to get yourself out of debt and how you can make money.
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Chapter Two: How We Get Ourselves in Debt


[image: ]


Some debts are fun when you are acquiring them, but none are fun when you set about retiring them.

~Ogden Nash

North Americans are over twelve trillion dollars in debt. This is not a new situation. It dates back decades. There are many reasons why we find ourselves in serious debt situations. Some of them are out of our control.

For example, students incur debt to get an education. Without higher education, they will most likely be caught in low-paying jobs. So, their student debt is an investment in their future. A study by The Economist revealed that in 2014, student debt in the USA was over a trillion dollars. Seven million students defaulted on their loan. Forty-four million students had an average of over $37,000 in loans.

Another somewhat unavoidable debt load is mortgages. Nearly 75% of American debt is mortgage according to the New York Federal Reserve Bank. After all, people have to live somewhere.  However, many make the mistake of buying before they could afford it, rationalizing that a mortgage payment was wiser than a rent payment because home ownership gives them equity. Another common mortgage mistake is buying houses larger than their income can afford.

Then, there are those debts which are beyond our control. You’re in a car accident and off work for several months. Unemployed, out of sick-leave benefits and with healthcare costs not covered by your medical insurance, these debts can mount. 

Another unavoidable debt comes in the form of unexpected car repairs. Your house might suddenly need a new roof or an appliance must be replaced. There are ways to be prepared for such emergencies.  We’ll talk about them in chapter three.

Let’s look at other not-so-necessary debt reasons. People are often shocked and incredulous at the extent of their debt. They have no idea how they got themselves in this situation. Like the grasshopper, they went on blithely spending, racking up credit card debts while their more sensible friends kept a tight rein on their spending. This is a spending habit that leads to debt.

What are the habits that get us into debt? One of the first is not creating a budget. Oh sure! You’ll hear the argument: “I have money in my account” or “I don’t spend more than I earn” or “Why work hard if you can’t enjoy life?”

The truth is: many of us have no idea where our money is going. One student friend with a part-time job could not believe that 25% of her income was going to high-priced coffee drinks and bar tabs. And we cannot blame this on youth. The National Foundation for Credit Counseling notes that over two-thirds of adults admit they don’t create a budget.

Why is this? Many feel it is unnecessary. Others say they don’t know how to create a budget. But there’s no excuse for this in today’s technological world. Those who can download and use apps for everything else can certainly avail themselves of free apps like “Level Money” or inexpensive software like “You Need a Budget”.

“Oh, I’ll just put this on my credit card.” Sound familiar? This brings us to another common debt problem. People who just have to have that new car, fancy vacation, Christmas gifts, new clothes often use their credit cards to achieve that immediate gratification. Yes, everyone needs a break. But, we must consider what kind of break we can afford. Apparently, this does not occur to seven in ten people. They not only opt for an expensive vacation but also overspend when they are away on that holiday.

Another unwise habit when it comes to staying out of debt is over-borrowing. One of my friends bragged that the loans officer at his lending institution would let him borrow up to two million using his home, an inherited collection, and his income as collateral. In the next chapter, we’ll discuss ways to avoid these debt predicaments.

Credit card companies charge high-interest rates for what is not paid off at the end of the month. Many who fail to do so are shocked at how fast the interest on these overdue payments adds up.

If you’re trying to start a new business or expand an existing one, you can end up in debt. Properly handled, this short-term debt can, like a student loan, be an investment in your future wealth. But, it’s never a good idea to start a new business or expand an old one without a budget and predictions of the future success of such an enterprise.

No good deed goes unpunished. If you decide to be a good friend or relative and offer a loan or cosign a loan for a friend or child, this can land you in debt. You’re probably cosigning because that friend or relative doesn’t have a good credit rating. Think such an action through clearly. It could have serious implications to your credit rating. As well, it could land you in debt. If you cosign that loan you are taking responsibility for it.

We dig ourselves into debt when we can’t say no. No to possessions we can’t afford. No to those things our kids just have to have. No to upgrading our technical equipment—smartphones, tablets, and TVs. 

Dave Ramsey suggests that people in debt convince themselves of several “myths”. Among those he shared with his blog followers are:

1.  I just can’t seem to save money.

2.  I’m going to save next year when I am in a better financial situation.

3.  I’m too old/too young/too stressed to get out of debt.

4.  You can’t take it with you. Enjoy it now.

5.  I need a new car. My old car is undependable.

6.  My home is an investment.

7.  I want my kids to have the things I didn’t have.

8.  The new RV/TV/boat/camper will help my family bond.

9.  I’m waiting for my tax
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