
[image: image1.jpg]


From the Heart...






. . . Life Skills for Today





By Sharon L. Benedict MS, CLC

TIME & MONEY . . . What Happens When You Don’t Budget
Although it’s definitely more fun to hear the positive benefits of budgeting, I hope the negatives you are about to hear will spur you to action today! In just one year, any numbers of economic factors have changed. The devastation caused by Hurricane Katrina has already impacted the rise in gasoline prices, heating bills, home insurance premiums (or scaled-back coverage), interest rates, property taxes, and your minimum credit card payment . 
Suze Orman (www.suzeorman.com) estimates that the average family with $9,000 in credit card debt, using 20 gallons of gas/week, and repaying a $25,000 home equity line of credit will see these monthly bills move from $511 to $778. This is based on increases in minimum payment requirements, gasoline prices, and home equity interest rates. This family will annually pay out at least $3,200 more to just maintain their current lifestyle. Then add increased home heating/cooling/electric bills, home insurance, and property taxes.
Orman believes “the game has changed . . .This is your wake up call.” She also is asking, “Can you handle the hit to your wallet?” The only way to answer this question is with a viable budget already in place and a clear focus on where you are heading in life. The consequences of not budgeting and strategically planning are many. Here are a few negatives you will definitely want to avoid:

· Intensified stress/family disagreements

· Distorted perceptions and judgments toward oneself and others

· Creditors/collection agencies routinely calling

· No money for basics—food, housing, healthcare/wellness, savings/investments, special needs/emergencies, long-sought dreams/goals

· Your health and well-being put at risk
· The end of the line—bankruptcy, most likely devastating your family/other relationships

Although most financial advisors try to help people avoid bankruptcy, our nation’s bankruptcy attorneys are never short of clients. According to the 2005 US Courts bankruptcy/federal judiciary stats, more than 1.6 million people filed for bankruptcy. With the new 2005 Bankruptcy law (S. 256), both consumers and businesses are required to go through many extra hoops. Key provisions for consumers include mandatory consumer credit counseling, mandatory debtor education course, reduced ability to shelter assets, and limited homestead exemption to $125,000. 

Elizabeth Warren, Harvard Law Professor, reports those families in the worst financial trouble were neither the very young with their first credit card, nor the elderly with failing health and declining savings accounts. These families were parents with children at home. Having a child is now the single most predictor toward financial collapse. 
These struggling families are not squandering their second income on impulse purchases or luxuries. “On the contrary, both incomes are almost entirely committed to necessities, such as home and car payments, health insurance and children's education costs. When an unforeseen event such as serious illness, job loss or divorce occurs, families have no discretionary income to fall back on (Warren E. The Two-Income Trap: Why Middle-Class Mothers and Fathers Are Going Broke).”
Couples with children are twice as likely to go into bankruptcy, three times more for a single divorced parent as a single friend with no children. According to Warren, “bankruptcy is deeply entrenched in American life. “ More people will end up in bankruptcy than having a heart attack, cancer, divorcing, or graduating from college.  Warren believes we will shortly have more friends and co-workers in bankruptcy than any other of these life events. 

Families with children will be 75% more likely to be late on their credit card payments. Car repossessions have doubled in five years. Home foreclosures tripled in the last 25 years. Warren suggests that for every family filing for bankruptcy, there are seven times more whose debt load is heading in that direction.

In spite of some positive changes in the financial workforce mix, what is going wrong? Although there is any number of rather unusual, if not bizarre reasons, the three most common reasons are: job loss, family breakup, health problems. Other less frequent reasons are: acts of God, military duty, car wrecks, unhealthy lifestyle behavior. All these risks are part of every generation. However, today, the risks facing these middle-income families have increased. It seems no matter how hard every one works, risk of financial collapse is ever present. Although two-paycheck families generally believe they are better off and safer, the risks are actually higher.
Can you now see how important it is to know your core values, dreams and goals, and set up a strategic plan to get there? You will not make it without a personal budget, an unstoppable determination, and discipline to achieve your life goals. Your personal budget will be your valuable ally, helping you reign in your debt and stay accountable throughout the years—along with the support of friends, family, and colleagues. 
The long term benefits of financial freedom, debt-free living, and a comfortable retirement far outweigh the difficulty in making the necessary mindset and behavior changes ahead for you. In the next issue, certain key motivators will be covered to keep you living within your budget—knowing your own personality tendencies impacting your ability to effectively communicate, establishing life balance that supports lasting behavioral change, and gaining wisdom from the lifestyles of our nation’s successful millionaires. You just might have one living next door! 
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