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Welcome

Welcome to Family Financial Education Foundation. Congratulations! You've made a wise and life-changing decision to get out of debt and take the necessary steps toward a brighter and more stable financial future. We hope you'll feel good knowing that you've joined with thousands of other individuals who are determined to stop their spiraling use of credit cards and ultimately become "debt free." We value you as a client and will assist you in working with your creditors to achieve your goals.

FFEF Mission Statement

The mission of Family Financial Education Foundation (FFEF) is to strengthen and support low to moderate income individuals, families, and communities by providing free customized education, counseling, debt management programs, and other related services.

Our Vision

  The vision of Family Financial Education Foundation is that each of our clients will free himself from the bondage of debt and be able to declare his financial independence. 


 


Chapter 1:  Choice, Not Chance, Determines Success

In volumes 3 and 4, you did some hard work learning to analyze your income and create a budget for distributing that income. Good for you! With the help of FFEF, you are on the road to getting rid of your debt, meeting your expenses, and beginning to save. In other words, you are on the road to financial freedom and living within your means.


To help you stay on this road, we are going to take some time in this volume to point out potential pitfalls and danger zones you could run into along the way. If you know what to watch for, you will be less likely to be deterred from your goal by these hazards. If you're not aware of them and they catch you off guard, they could seriously impede your progress. 


While you now know what you should do to get your finances in order, sometimes you might make poor choices if you're not prepared ahead of time. Having knowledge is important, but even more important is knowing how to make wise decisions using that knowledge. You'll need a good balance between knowledge about budgeting and wisdom to make the necessary decisions to use that budget successfully. 

 

The wise man bridges the gap by laying out the path by means of which he can get from where he is to where he wants to go.

  —John Pierpont Morgan



  Success is a journey and usually that journey takes a considerable amount of time. Impatience is one of the hazards you'll encounter on your journey to financial success. Problems often arise because people set financial goals, but they don't have the patience to stick with their plan. For example, let's say you're trying to save a little money each month to buy a nice new sofa for the living room—one of those great sectional sofas that accommodate several guests. If you really work hard at it, you might even be able to buy one made of leather. One day, after a couple of months of saving, you happen to see a sofa you love in the furniture store window. The store offers a payment plan so instead of waiting until you've saved the money, you go ahead and buy the sofa. The excitement of having the new sofa will soon fade when the first monthly bill arrives and you realize you are right back where you started—with a new monthly bill that puts a financial strain on your well-planned budget. It takes real discipline to prevent impatience from placing a detour in your road.


Having a definition for success that you believe in will help you have the patience to make the journey. Develop your own definition of success, a definition that states where you want to arrive at the end of your journey. Coach Jim Tressel of Ohio State University and his staff developed a definition of success to help their student athletes not only prepare to become good athletes, but also to prepare for a fulfilling life—"the inner satisfaction and peace of mind we gain in knowing that we did the best we could do for the group (our family, our team, our fellow workers, or the community). Simply winning games is not enough and neither is the accumulation of status symbols. How we win and what we do for the group is crucial to us." (Coach Illustrated, 16 Aug. 2001.) Contemplate your definition of success. Knowing what your personal vision of success is will help you stay on the road.


The dictionary definition of success is the definition the majority of society seems to believe—"the accumulation of money or material possessions, prestige in rank or power." It is also the definition that gets people in financial trouble. Why? It can make it difficult for a person to determine what he or she truly needs to be comfortable, healthy, and safe, and what he or she believes is needed to be comfortable, healthy, and safe. 


So at what point is the accumulation of money or material possessions enough? If you want to amass wealth, how do you get there? Well, one thing is for certain. Those individuals who gain and keep their wealth over the span of their lives have learned a principle that eludes so many others—spend less than you earn. Whether you make $20,000 a year or $2 million, unless you form the habit of living within your means and spending less than you earn, you'll never, ever create lasting wealth. 



When you cannot distingush between wants versus needs, or if you can't identify a want as a want, you set yourself up to live in a constant state of craving and disappointment. —Unknown



Obviously if you're living from paycheck to paycheck with little or no savings building up month to month, you're simply not getting ahead. Chances are you haven't discovered how to distinguish wishes and wants from genuine, life sustaining needs. And even if you earn a promotion and a fabulous pay increase, the money still manages to vanish just as quickly as ever. 


So, to build lasting wealth slowly but consistently, where do you start? By taking a cold, hard look at your true needs—the essentials it takes to sustain a frugal, yet quality life—versus what it takes to keep up a phony, unfulfilling, fleeting lifestyle dictated by a fickle society. Wants and needs are simply not the same. Investing some time in evaluating the lifestyle you lead today and what you can do to live more sensibly and frugally will pay big dividends in helping you to spend less than you earn. 


The key is to be completely honest with yourself and remember that your needs vary from those of your neighbors, friends, or members of your extended family. Take a computer for example. If you use a computer extensively to make a living, perhaps as a software developer, graphic designer, airline reservationist, medical transcriptionist, or advertising writer, then a computer is without question a necessity. On the other hand, if you only use it to play video games or balance your checkbook, then it's likely a "nice to have" that you could live without. And on those occasions when you need a computer, you can access one at the library.


Or consider a television. Is it a need or a want? More often than not it's a want, but one many people can afford. The problem arises when we think we need an expensive plasma screen TV with the accompanying cable or satellite channels and on-demand movie selections. 


Also keep in mind that distinguishing between needs and wants isn't limited to big-ticket items like a computer or a TV. Like the old saying goes, a little hole can sink a big ship. Espresso coffees every morning, ice cream, concert tickets, lottery tickets, going out for lunch most days, candy bars, magazines, chewing gum—they all add up. And all these out-of-pocket, spur-of-the-moment purchases, though seemingly miniscule and affordable at the moment, deter you from building your savings and amassing your wealth cup by cup, cone by cone. Again, the secret to living on less than you earn comes down to conscious decisions about what you need to live—and what you can live without.


Do you have some preconceived notions that you have to have a certain item (whether you need it or not) just because your family had it? A certain make of car? A house in a particular neighborhood? A boat or other summer toy? A brand of makeup? Every newspaper ad, magazine, billboard, and television commercial will urge you to act on these impulses. If you find it hard to make these decisions for yourself, you probably find it even harder when it comes to your children, especially because you want to do the best for your children. This can easily lead to overindulgence. The problem with overindulgence is it creates a generation of young people who tend to see themselves as consumers, rather than as responsible citizens of the world. They have a sense of entitlement not only to material possessions, but also to having the "best" of everything. They define their worth (and the worth of others) in terms of what they own or what they are likely to be able to have. 


Do any of the following sound familiar as the reasons you indulge your children?


	My child needs the latest things to be successful in school.



  	Lots of toys improve my child's creativity.



  	I can't stand to hear my child cry, especially when we're out.



  	My child is bored if he doesn't have toys and games to play with.



  	I waited a long time to have a child and I have the right to spoil her if I want.



  	I have to work long hours and don't have much time to spend with my child, so by giving him things, he will know that I care about him.



  	I want my children to fit in with their friends.



  	I'm divorced and my former spouse can afford to buy things, 	and I don't want to seem like a cheapskate by comparison.



In the chapters that follow, we will talk about some of the most common problems that influence the buying decisions people make. We'll provide some guidelines to help you make the best decision possible for you and the goals you are trying to reach. If you combine what you learn in this volume with three basic concepts—1) it takes time and effort to succeed, 2) there will be obstacles to overcome that can make the road difficult, 3) to be successful, you must believe in yourself and have faith that what you hope for can be achieved—you will be able to experience the financial freedom that results when you are "living within your means."

 


Chapter 2: Why We Spend

The Great Depression was an economic downturn that started in 1929 and lasted through most of the 1930s. During the Great Depression, many people left the city to return to their hometowns in farming communities, where they could raise hens for eggs and cows for milk. The poverty of some who had once had decent jobs was frightening. People literally lived in shacks made of orange crates, used cardboard to sole their shoes and pulled out their own teeth because they couldn't afford a dentist.

Since World War II, the American economy has technically had nine recessions, as economists define them. During these recessions, households have found many ways to save: less meat, smaller cars, fewer telephone calls, lower thermostats and lapsed insurance policies. 


During the recession of the 1970s, morticians even reported more requests for cremations, which are less expensive than burials. In the 1980s recession, people cut back not only on the usual consumer goods of refrigerators, washers, dryers and stoves, but people also cut back on carpeting, furniture, tools and liquor. Many workers also agreed to salary freezes or reductions rather than lose their jobs.


At the time of writing, America once again faces a financial crisis as congressional leaders rush to come up with a strategy to bail the U.S. economy out.  Americans face tough economic times and will need to turn back to basics once again as in times past. 


All of America's recessions have had some things in common. Companies slow production, and people lose jobs. In general, recessions are hardest on the working class, particularly in manufacturing areas. Some people do manage to escape with few losses. People with lots of cash and not much debt could even prosper. During the Great Depression, some people drove Cadillacs and retained their mansions.


Since the Great Depression, Social Security, unemployment insurance, Medicaid, and Medicare have been put in place so that in the recession of the 1970s, few people actually went hungry. But many Americans still got out their sewing machines, baked from scratch, and planted vegetable gardens. 


The way people buy has changed radically since the Great Depression. Rather than buying commodities as provisions for one's or one's family's physical needs, people are making purchases of items more and more as a way of expressing their personal identity. Chances are, you can still remember a time when your parents saved the holiday wrapping paper for a second use, darned the holes in your socks, and washed and rewashed plastic containers for refrigerator storage instead of purchasing expensive Tupperware. Times have changed. Items purchased today seem to be more disposable.  If something breaks down, instead of repairing it, we replace it. Instead of taking care of what we have, we figure we can replace it with something newer, more fashionable, or the latest technology.


Shopping has become a major leisure and lifestyle activity, which has cultivated the increasing importance and frequency of unplanned, non-necessity purchases. Indeed, impulse buying now constitutes a substantial segment of purchasing behavior. Not surprisingly, impulse buying can assume such excessive proportions that individuals find themselves in considerable financial debt and psychological distress. Recent studies in the United States suggest that extreme impulse (compulsive) buying is on the increase, affecting an estimated 5% to 10% of the adult population, and that occasional bouts of impulse buying are much more common than that.


What we buy has become a significant element in how we create our identity and how we judge others, how we define our social status, and how we "make ourselves feel better." People are particularly likely to buy on impulse to counteract feelings of depression and low self-esteem. The momentary euphoria that is felt from a new purchase, however, can later be followed by even greater depression if the impulse buy creates financial stress.


The dangers of impulse buying seem common sense if we stop to think about what we are doing. Unfortunately, many people have come to accept impulse buying as a natural pastime, something everyone does, and perfectly acceptable. It can be very damaging to your goal of financial success. 


An important aspect of recovering from chronic debt is understanding the underlying reasons of why you got too deeply into debt in the first place. Facing the factors that give you the impulse to spend can be uncomfortable, but if you don't face them, you may never get control of your spending and your debt. 


To really get control of your spending, you need to examine what money means to you. Make an effort to notice how you interact with money and what beliefs and attitudes you have about money. If you are always getting rid of your money—spending more than you should—could it be because you have an underlying belief that having money is a bad thing? 


Once you understand your attitudes about money and why you behave the way you do with it, you open up the psychological barriers that were keeping you from wisely handling the money you do have and limiting your ability to make more.


Mary's problem began with clothes shopping. "I had a $200 clothes allowance that I took to the mall with me, but I would still charge all my purchases—usually double my allowance. Then I'd use the cash to buy myself something else, maybe makeup or shoes. I moved from clothes shopping to buying jewelry—really expensive jewelry.''


Mary found it was relatively easy to get a jewelry store credit card. She didn't have to have her husband co-sign so he didn't even need to know. Soon she had a card to every jewelry store in the mall. "The stores gave me as much as $5,000 worth of credit. Soon I was charging jewelry all the time. I had to sneak it into the house. I would go out on my lunch hour and come back with a $1,000 worth of merchandise." Before long, the bills started pouring in and Mary's husband couldn't believe the debt she had incurred. "I finally ended up with nearly $63,000 in debt, and my marriage started falling apart." That's when Mary knew she needed help. She had a compulsion, an obsession with shopping.


Ellen couldn't resist shopping for bargains, shoes, and art supplies. Sue loved books and reading and couldn't help buying books all the time, every time. Joe felt he needed to buy things to please his wife, even if he couldn't afford them. Shopping has become an incredible obsessionwith many people—credit card shopping, catalog shopping, and all those television shopping services. You are probably thinking of someone right now who exhibits symptoms of impulsive buying. He or she has an unbelievable CD or DVD collection, more shoes than could be worn in a month, or a stack of unread magazines on the coffee table. Lives and marriages have been and are ruined because of the inability to control spending.


If you're reading this book, chances are you've already realized that your own spending habits need to change. We congratulate you. The first step to recovery is acknowledging you have a problem. And you already have a support group. FFEF is here to help you. If you feel the compulsion to shop, call your FFEF counselor and talk about it. As one compulsive shopper said, "Alcoholics need to stay away from bars, but it's tough to stay away from stores or malls. Everyone has to shop sometimes to buy the things he actually needs. There's too much temptation everywhere."


If any of the following sound like you, it's time to do some serious thinking about your shopping habits:


	You buy things because you're depressed or to bolster your self-esteem.


  	You sneak new purchases into the house.


  	You don't need what you bought.


  	You feel compelled to shop and buy.


  	You rarely use the things you buy.


  	You can't even remember what you've recently purchased.


  	You have clothes in your closet with the price tags still on them.


 

The chains of habit are generally too weak to be felt, until they are too strong to be broken. —Samuel Johnson




Old Habits Die Hard


What you spend your money on and where you spend it is sometimes a matter of habit rather than what you really want or value. For example, some people shop at the store that is closest because they know where the store is so they don't bother to look elsewhere.


Without planning to do so, James fell into a crowd that was more interested in partying than studying. He was a first-year university student. His parents paid the tuition, while he worked part-time to earn some extra money. His friends loved to party, and he joined them more often then he should until he wasn't getting enough sleep or studying enough. James' grades slipped and so did his mood. He started to feel guilty. After all, his parents worked hard for their money and expected him to study. They weren't looking for straight A's; they just hoped he would do his best. But he hasn't been doing that, and he may fail the midterm exam.


The guilt, shame, anxiety, and fear that James feels are dark clouds that have blotted out any happiness. James wants to numb the pain, so he goes on a shopping spree. The pleasure of his new purchases disappears when the shopping bills arrive. He's more depressed than before and feels even less like studying. 


The intrusion of bad habits in our lives is something like this. For the most part, we stumble into bad habits. We don't mean to adopt bad or damaging behavior. That's why we have to be alert and evaluate our behavior on a regular basis and take corrective action when it's needed. Good habits are developed through conscious effort on our part. Once we form a habit, it stays with us. The good news is that good habits are just as difficult to break as bad habits. All of our habits combined create our character, so they can be our best friends or worst enemies. 


Do you want to achieve success and avoid failure? Success and failure are simply habits. 


Motivation is the ignition that gets us started on the road to success and good habits are the fuel that keeps us making progress. Just as bad habits that aren't corrected can lead you downward, good habits get stronger and lead you upward. Each good habit you develop helps you focus on bigger and better things.


Think First


A woman stood in the checkout line at the grocery store with a very sensible selection of products arrayed on the conveyor belt. She watched as the cashier scanned each item. Then she turned to her right and grabbed a plastic box of mints from one of those at-the-register candy displays and added it to her purchase. Do you think she planned on buying those mints? Probably not, but she also probably didn't even give it a second thought. That is impulse buying at its best. The store made another sale.


We've all done it: added some little item to our shopping cart that we just couldn't resist as we waited in line to pay. Understanding that people have this propensity for impulse buying is one of the strengths of the retail stores we visit.


Besides the monetary cost of impulse buying, there is also 'opportunity cost'. Opportunity cost is the value of what you give up doing when you decide to do something else. If you decide to go to the movie, you give up the chance to go to the basketball game. Not being able to go to the basketball game is the opportunity cost. When you decide to use your holiday bonus to buy a new iPod, you give up the opportunity to add to your 401k. 


A few ways to keep those impulses under control include: 


	Always keep an ongoing list of things you need to buy on your next trip to any store. Review the list before you leave, and remember to take it with you!



  	Make as few trips to the store as possible each month, and avoid the malls entirely.



  	Give yourself a time limit for how quick to get in and out of the store, along with a personal challenge to not buy anything that's not on your list.



  	Avoid sales except for necessities. It's too easy to justify impulse items when they're on sale.



  	Beware of give-away gimmicks that entice us to buy things we don't need.



  	Don't use shopping as entertainment. Mall cruising is too much of a temptation.



  	Ask a friend to be a shopping buddy to help you stick to your commitment.



  	Develop a desire for meaningful experiences rather than things.



A new player in the impulse-shopping arena is the television shopping network. Recent studies show that the shopping networks may lead to more impulse buys of things you don't really need. These shopping networks are reaching more than 140 million households and have encouraged a significant increase in the purchase of apparel. Research indicates that the more you watch shopping shows, the more likely you are to make an impulse buy. Not surprising. An important feature of these shopping networks is the program host. Viewers form an attachment with the host, who works hard to make you feel like you have something in common, that he can relate to what you like and need. This attachment encourages you to buy more than you normally would, to buy impulse items that you don't really need.


People find many ways to justify impulse purchases, not the least of which is "I've earned it, I deserve it." 


Wants vs. Needs


Making shopping decisions is a lot like making any other decision. Sometimes knowing what to buy is easy. Sometimes it's hard. Whether it's something as big as deciding on a college to attend or buying a car or something as small as selecting a brand of soap or finding a thank-you gift, a decision is involved. 

The most important piece of information in making these decisions is whether or not you are filling a need, or simply a want. Smart shoppers make their best decisions when they have complete and accurate information. Part of that information is what is motivating you to buy. Start by asking yourself these questions: Do I need this? How will I use it? How often will I use it? Where will I store it? Questions like these help you decide if the purchase you are about to make is really needed. People who spend first and think about needs and wants later often feel broke all the time or find they can't pay necessary bills or buy food.


Take out a piece of paper and a pen. At the top of the paper write Food, Transportation, Clothing, Home. 

We all know these are the basic needs required to survive. Now divide the paper into two columns. Label one column Needs and the other column Wants. The difficulty for most people is deciding what are needs within these basic areas of survival and what are really just wants—things you don't really need to spend your money on. You need a place to live; you may want to own a home. You need clothing; you may want a specific brand or style. These are the decisions that help you reach your financial goals successfully or make you miss the goal by a large margin. Transportation doesn't have to be a Lexus, but it doesn't have to mean a scooter, either. You don't have to live like a monk; you just have to live within your means. A car could be high up on your list of needs because your job requires that you spend a lot of time in your car each day, so comfort is a priority. In that case, you may choose to spend a bit more in this area. As long as that doesn't mean you'll eat macaroni and cheese for a year, you're okay. 


Review the list you've made over and over for several days. Sleep on it. Learning to be honest about what really defines a need will be one of the most valuable things you do to achieve financial success. Many people find that what they thought were needs are actually just wants. The Lexus, the house with the hefty mortgage, the personal shopper at the department store,  purchases like these can soon translate into bankruptcy if you are living beyond your means. Make sure your needs are really needs. After the basic needs are met, you can choose to buy some of your wants as they fit into your budget. 


Let's Review


To help you learn to define which items are wants and which are needs, complete the simple exercise below. Assume you have $25.00 for groceries. From the following list decide which items you will buy. Put a check in the appropriate box for each item on the list. Think about which items are necessary for healthy survival and which items are strictly for enjoyment. Then total the Needs column. Add or subtract items until you have what you need without going over your budget.

[image: What will you buy review]

 

 



Chapter 3:  Become a Shopping Pro

You undoubtedly have at least one "value card" for your local grocery store that you carry on your keychain or in your pocket that allows you to save on certain items when you shop. Those items usually change weekly. In exchange for the savings you get at the store, the store is able to collect data that helps the store marketers determine how products and what products will be displayed. This data is collected when your card is swiped at the register. The data is well worth the savings the store gives you because it helps create displays that encourage impulse buying. Stores rely heavily on the fact that you are likely to buy something you hadn't planned on buying if it is presented to you in the right place at the right time.


What the Stores Learn


1. People who stop at the store on the way home from work do so for particular items. It's usually something for dinner or a staple like milk or cereal. If stores know what people are buying at what particular times of the day, they can time in-store promotions and create displays to match.


2. Many people buy on impulse. If it's true that "men between 25 and 40 purchase beer and diapers" together, the store will put a great deal of effort into deciding what else might appeal to men between the ages of 25 and 40 who have young children. Those products will then be positioned near the beer and the diapers. If stores can determine what groups of products are selling together, and to whom (e.g., age, gender), they can successfully tempt the consumer with other age- and gender-appropriate products in close proximity. 


3. Some items go well together, so why not tempt you to buy both? Wine and cheese are a socially acceptable combination and often served together. Hence, shoppers often buy them at the same time. Other combinations of products that can only be determined by collecting actual shopping data are invaluable to stores in facilitating other combination purchases. 


4. When you go to your local grocery store and make a purchase, the back of your receipt often has a coupon for another item you frequently purchase. Why? Because the store has discovered that you often buy that item, and they want you to come back. They know that when you do come back to the store, you usually spend about $50. Your store value card helps the store customize coupons to suit your shopping preferences. 


Take an information-gathering trip to your grocery store. Leave your wallet and purse at home so you can't buy anything. Investigate where promotions are located. See what items are on sale. Notice what products are in close proximity to each other. It's as important for you to be informed about your store as it is for the store to be informed about you.


Here are some tips for becoming a better shopper:


	Keep your values in mind when you shop. If what you choose to buy reflects your goals and values, you should be able to make purchases that better satisfy your needs

    .


  	Pay close attention to what the price is. Remember to send in the rebate coupons. Don't be influenced by things that seem to affect the price, but really don't, like those little signs on the shelf proclaiming "great value." Don't assume a large size is a better price than the small size. Check everything out.



  	Never shop when you're hungry. This should be a plaque on your wall. If you're hungry, everything looks good. You'll get home with more than you'll eat

    .


  	Use coupons. You can save quite a bit. It's worth the time it takes to clip and organize them.



  	Try different brands. The brands you know usually cost more, and you might find that you like a less expensive brand better. We'll talk more about brands on pages 25-26.



  	Try to avoid buying too many perishables. Fresh fruits and vegetables are really good for us, but they don't stay fresh for very long. Get in the habit of only buying as much as you will eat in the next few days to avoid having to throw a lot away.



  	Try to avoid buying large quantities than you will not use before the product expires.  Buying a 32 ounce bottle and then throwing it away when it has gone bad will cost you more than the smaller size.




Any act often repeated soon forms a habit; and habit allowed, steadily gains in strength. At first it may be but as a spider's web, easily broken through, but if not resisted it soon binds us with chains of steel.

—Tryon Edwards 

 

 Make a List


Making a list before you shop helps you save money. It's as simple as that. How many times have you been to the store and walked up and down the aisles to see if there's anything you forgot? The stores are counting on the fact that you will probably do this. A well-prepared list is the best way to avoid impulse buying. Whether it's shopping for school clothes, holiday gifts, or the week's groceries, plan ahead. Know what you want before you walk out the door.


An excellent way to ensure that your grocery-shopping list is efficient and complete is to do your meal planning ahead of time. Meal planning is best done in seven-day cycles. Plan for all meals and snacks for the week. You can use the lists on the following pages for ideas.

Sample Dinner Meal Planner


First make a list of meals you would like to have during the week. Make sure that you have the recipe handy if you're not sure of all of the ingredients you will need: 


Day 1

  BBQ chicken, garlic potatos and green beans.


Day 2

  Macaroni and nacho cheese dinner, corn. Apple graham crisp.


Day 3

  Spaghetti and meatballs. Cookies.


Day 4

  Stir fry with pork and rice. Fortune cookies.


Day 5 

  Chili dogs and tater tots. Rootbeer floats.


Day 6

  Soup and grilled cheese sandwiches. Brownies.


Day 7

  Blackened salmon salad with mandarine slices. Fresh melon. 


See more ideas of sample meals at the following websites:


	www.mealsmatter.org


  	www.myfamilymealplanner.com


  	www.dinnerplanner.com


  	www.dinnerselect.com


  	www.epicurious.com/articlesguides/everydaycooking/weeklydinnerplanners/


Grocery List


Next make your grocery list. Grouping like items together will help save time in the store as well as curbing the possibility of grabbing other impulse items that you don't really need. Don't forget to mark any items that you may have a coupon for so that you get the right item. Add frozen foods, meat, and dairy to the end of the list to keep them fresh as you move through the store.


Dry goods:

1 pkg. elbow macaroni, 

1 pkg. spaghetti, 

1 pkg. brown rice, 

  1 box graham crackers, 

  1 brownie mix 


Canned goods:

  apple pie filling, 

  favorite soup, 

  mandarine orange slices, 

  spaghetti sauce (canned or bottled), 

  2 cans chili


Condiments:

  1 bottle BBQ sauce, 

  1 bottle ketchup, 

  1 bottle teriaki stir fry sauce


Snacks:

  1 bottle rootbeer, 

  1 pkg. cookies, 

  1 bag of tortilla chips, 

  1 box 

  fortune cookies


Bakery:

  1 bag hotdog buns, 

  1 loaf bread


Meat:

  1 pkg. chicken breasts, 

  2 lbs. hamburger, 

  1 pkg. pork tips, 

  1 pkg. salmon steaks, 

  1 pkg. hot dogs 


Fruits/veggies:

  1 bag potatos, 

  1 clove garlic, 

lettuce/salad mix, 

1 melon


Frozen foods:

  1 pkg. green beans, 

  1 pkg. corn, 

  1 pkg. stir fry veggies, 

  1 pkg. tater tots, 

  1 box vanilla ice cream


Dairy:

  Milk, butter, cheese, eggs



  This will seem a daunting task when you first begin, but meal planning is an effective way to save time and money in the future. Once you have your first one-week menu created, things will get much easier. Add one new meal each week for variety and start rotating it into your menu. Before long, you will have a month's worth of meals to choose from. By planning your meals, you can ensure that you have all the ingredients you need, which helps you avoid having to run to the store—or the fast-food restaurant—at the last minute. You can plan for tasty ways to use leftovers, which will reduce the amount of food you waste.

Along with each meal, include a list of ingredients needed to make the meal. Use this list to create your grocery-shopping list.


Tips for creating an efficient grocery list:


	Prepare your shopping list by writing down the ingredients necessary for each menu item.



  	Check the kitchen to see which ingredients you already have on hand.



  	Cross out the items on your shopping list that you already have. The remaining items constitute your shopping list. This will become easier and easier as time goes by.



  	Look at the weekly shopping circulars for your favorite grocery stores and decide where you are going to shop. It is better to pick one store if possible, rather than trying to save by going to many stores. Larger grocery stores often provide lower prices than convenience stores or small local groceries.



  	Shop those stores who will match their competitors' prices.  This way you can shop in one location saving time, money, and fuel.



  	Clip and use only those coupons for items that are on your grocery list. Some coupons can be saved for future grocery lists.



  	Arrange your shopping list in groupings of similar items. For instance, list canned foods together and do the same for fresh fruits and vegetables, etc.



  	Use the knowledge you gained from your information-gathering trip to the store to arrange your shopping list according to the store's layout. If produce is on the first aisle, put fruits and vegetables at the top of your list.



  	Stick to your list. Walk down the store aisles as though you have blinders on and only stop for the items you planned on buying.



  	Don't browse if your list is short. The more real estate a store can get you to cover, the more likely it is you will buy something on impulse. Don't be a browser.



To plan for non-food household items you need, post a pad and paper somewhere in your kitchen. As you get close to running out of things, write them on the paper. Add them to your grocery-shopping list when you are ready to go to the store. This not only helps you avoid looking for things you might have forgotten once you're at the store, but also helps you run an efficient household by keeping necessary supplies on hand instead of having to make an extra trip to the store for something you've run out of.


Where to Shop


People choose to shop where they do for different reasons. Some people shop where they can get low prices. Others shop where they can negotiate or bargain with the seller. Still others choose a store because it is conveniently located or it offers fast service. You might shop where you know you will get good customer service, or where you know the owner or someone who works there. Think about the reasons you shop where you do. If you only shop in one or two stores, you may be giving up the opportunity to save money.


There are many different places to choose from when you go out to shop. Department stores, malls, specialty shops, discount stores, and factory outlets are among the most popular. But don't forget about some of your other options. Second-hand shops, flea markets, garage sales, and farmer's markets can provide excellent alternatives for finding a great buy. 


Many items are sold through the classified section of the newspaper. If you're patient and willing to spend a little time each week perusing the ads, you'll eventually find what you're looking for. It's not necessary to subscribe to the newspaper to see the ads. A visit to your local library will suffice. They have all the local newspapers. Grocery stores often have racks at the front of the store where you can pick up local classified ads for free. 


People sell things by leaving notes on bulletin boards at work, at church, at the grocery store, at community stores, and on college bulletin boards. Don't forget these places. You can sometimes get a real bargain! 


Besides the actual physical locations you can go to shop, there are other ways of shopping. Mail-order catalogs have seen a growth in popularity in recent years, but the new, increasingly popular place to shop is the Internet, both for purchasing at individual stores or through auctions like eBay. There are advantages to shopping on the Internet—no pushy salespeople, no fighting the traffic, and you can shop at any hour of the day.


Internet retailers are becoming more and more savvy, however, and learning ways to tempt you to buy more than you planned. One of the largest and most successful is Amazon.com. They have been a leader in developing data collection systems that let them track what you purchase and use it to create a more expanded shopping experience for you. It has helped them develop a truly loyal customer database. 


If you have browsed at Amazon, have you noticed that when you return, the items you looked at previously will often be the first to appear on your computer screen? If you make a purchase, you will see suggestions of what other people who purchased the same product added to their purchases. Amazon has built ever-more sophisticated tools to recommend more purchases, direct your searches toward products it thinks you're most likely to want, or even remind you that you purchased the same item five years ago.


The point is, Internet shopping doesn't protect you from impulse buying as much as it used to. You need to be just as careful when you're shopping online that you only purchase what you came for.


Over 60,000 items available at CreateForLess.com


How can you choose from 60,000 items? Today's shopper must choose from a multitude of products his grandparents never even heard of. There is a bewildering array of labels and brands on sale in every retail store. In the early 1900s, George K. Burgess, director of the Bureau of Standards, estimated there were as many as 10,000 brands of wheat flour, 4,500 brands of canned corn, 1,000 brands of canned peaches, 1,000 brands of canned salmon, 1,000 brands of canned peas, 500 brands of mustard, and 300 brands of pineapple. Imagine how many there must be today! Each store you visit carries only a few brands of each kind of product. What is available for you to choose from is more often than not based on the retailer's recommendation.


What is important for you to know is that each of the 10,000 brands of wheat flour is not produced in a separate mill or according to a different formula. According to the Census, only 4,022 establishments actually produce flour products and the flour for 70% of those products is actually milled by only 232 plants. Hundreds of wholesalers buy identical products from a single mill. Each one has its merchandise labeled with its own brand name. This practice is common in many industries, e.g., canned goods, frozen goods, apparel, makeup, etc. (US Census Bureau).


What does this mean to you? It means that sometimes those bargain-priced brands are just as good as the more expensive brands. It means that it may not matter that your retailer only carries a few choices. A retailer's only concern is to be able to offer you a sufficient assortment of sizes, styles, and qualities of the product, whether this necessitates stocking several private brands or only one. If there is a great difference in price between one brand and another, most people assume from lack of information that there is a corresponding difference in quality. Sometimes this is true, but not always. The consumer who values quality above everything may choose the highest-priced product, quite unaware that some distributors understand this trait of human nature and price inferior goods accordingly. 


You can learn to tell differences in quality by trying different brands of products. Don't limit yourself to one brand only. Be flexible enough to buy whatever brand is on sale. Nine times out of 10, you'll find that generic brands taste just as good as the brands you know. Keep your grocery store's weekly circulars, and circle the items you need. Clip coupons and use them to try different brands when they are on sale. If you're always forgetting your coupons at home, keep them in your wallet or glove compartment in the car.


When comparing prices, an important place to look for information is the product label. You can use this information to help you determine which one is really the best value. If two products are from the same geographical location, chances are they share similar quality. Federal regulations require that the following information be included on the labels of canned or packaged foods:


	The common or usual name of the food product.



  	The form (or style) of the food, such as whole, slices, or halves. If the form is visible through the package, it need not be stated.



  	The variety or color if appropriate.



  	Liquid in which a food is packaged must be listed near the name of the product, e.g., tuna in water.



  	The total contents (net weight) must be stated in ounces for containers holding 1 pound or less. Weight must be given in both total ounces and in pounds and ounces for products containing a net weight of 1 to 4 pounds. REMEMBER: The net weight shown on a label includes both food product and liquid. For the best buy, figure out the cost per ounce. Large containers often cost less per ounce, but not always.



  	 Ingredients, such as spices, flavoring, coloring, or special sweetener, if added.



  	Any special type of treatment, e.g., smoked.



  	 Nutritional information.



  	 The packer's or distributor's name and place of business. This is important because most distributors are located near the food source so the product can be as fresh as possible when packing. This information will help you determine possible similarities in taste and quality between brands.


Clothing labels are required to include:


	Fiber content.


  	Care instructions.


  	Country where the clothing was made.


  	Registered ID number that identifies the manufacturer.


 

  Let's Review


The price tags in your grocery store are full of information. Knowing how to read them can help you save money. Finding the unit price is the best way to know what the best buy is. Sometimes small sizes are a better buy than bulk sizes. See if you can find the unit price on the tags here. Next time you shop, compare the unit prices.





Chapter 4:  Making a Major Purchase

Information is even more important when you are making a major purchase. It will help you make a smart decision. Two kinds of information are available to you: "Hard" information—the facts, and "Soft" information—not fact. Weight, unit price, miles per gallon, and sodium content are examples of hard information. It is interpreted the same by everyone. Soft information may be judged differently by each person. It includes evaluations such as quality, taste, durability, and usefulness. 


Information can be found in a number of places. One of the most unbiased sources of information is a private or independent product-testing agency. Product-testing agencies compare different products according to criteria they establish. Their results are published so you as a consumer can use this information to make your purchasing decisions. One well-known independent testing group is Consumers Union. You may already be familiar with the information Consumers Union publishes—Consumer Reports. 

Consumer Reports does not accept advertising and does not allow companies to advertise their Consumer Reports rankings in company advertisements. This helps you know that the information Consumers Union provides is not influenced by the manufacturers. They can give impartial information without losing money if manufacturers do not agree with their results.


Another source of information is Underwriter's Laboratories, which establishes safety standards and tests products. They test appliances, equipment, and materials that could be fire, electric, or accident hazards, or could be used to stop the spread of fire. Products that meet their standards and pass the tests are given the UL Seal of Approval. 


You might also be familiar with The Better Business Bureau (BBB). The Better Business Bureau is a national association supported by business memberships. Most communities have a local office of the BBB nearby or you can visit their website at www.bbb.org. All BBB's keep records on businesses in the community. If a consumer is not satisfied with the products or services of a business, he can call and report this to the BBB. Other consumers can call the BBB to see if a particular business has a record of unhappy customers.


The BBB will tell them if any consumer has filed a complaint against a particular business. Remember that the BBB can only report complaints that they receive. If you call the BBB about a business and there is no record of any complaints, this may not mean all consumers have been satisfied. Unhappy consumers don't always file a complaint. 


For major purchases, your local library can be another important source of information. Libraries subscribe to many magazines, which can be very useful in learning about a particular product. If you are learning about cameras, the librarian can help you find photography magazines and books with articles about camera products. Other specialty magazines include skateboards, bicycles, camping, boating, golfing, skiing—just about anything you can think of. Libraries contain lots of information which the librarian can help you locate.


A good decision is one in which you purchase a product for less money so you save money, or you purchase a higher quality product for the same amount of money so you get more for your money. It is to your advantage to conduct a bigger search when:


	What you are buying costs a lot of money.


  	You don't have much money to spend.


  	It won't cost much in time or money to conduct the search.


  	You think the difference between prices and quality of items could be large.



Get as much information as you can about the products available to fulfill the need you are shopping for. How much of an informationsearch you conduct will depend on the total cost of the search compared to the benefits you will receive. A smart consumer knows when to stop gathering information and make a decision. If a productcosts only a few dollars, you probably won't spend much time searching for information before you make a decision. But if an item costs a lot of money, you will want to spend more time learning about the product before you buy.



It is easier to prevent bad habits than to break them. —Ben Franklin

 

 



Chapter 5:  Comparison Shopping

Make a list of the specific things you want the product you purchase to have. What things would be nice to have but are not really necessary? As you learn more about the item you are preparing to purchase, you may decide to change your list of specifics. Here are some suggestions for consideration:


	How well does each product option meet your needs?



  	How does each compare with your list of needed requirements?



  	How well does the cost of each item fit within the amount of money you have to spend? 



  	What type of support does each seller offer?



  	Will the product require an ongoing commitment from your bank account? A foreign vehicle, for instance, often requires more expensive repairs than a domestic one. A home requires outside and inside maintenance work. That "dry-clean only" sweater requires trips to the cleaners.



  	What kind of warranty does the product have? The warranty tells you what protection you have if the product is defective or does not work. Warranties are usually in effect for a specific period of time after you buy the product.



  	Is the price reasonable?



  	Is this the best time of year to buy?



  	If this is a bargain, is it a current model?



  	If it's on sale, is the price a true sale?



  	Am I sure no less expensive item can be substituted?



  	Have I compared price and quality?



  	Do I know the seller's reputation?



  	Does the seller offer any special services with this item? 


Don't forget to include "hidden costs" when comparing products. Hidden costs include expenses that will continue once you own the product. For example, clothing that needs to be dry cleaned will cost more over its lifetime than clothing that can be washed. An appliance that uses six large batteries will cost more over its lifetime than one that uses only two small batteries.


Once you've narrowed down your search, make phone calls; visit different stores and browse the internet; look at advertisements; and talk with friends, relatives, and salespeople to find out where the products you are interested in are available. Shop around. Prices may vary from one store to another. If you don't need the product immediately, you may want to wait for it to go on sale.


After you have compared the products or services, the stores, and your resources, you are ready to make your decision. Smart shoppers take time to learn about what they are buying. They do not buy on impulse. It may be time consuming, but the rewards of making your limited resources go farther are worth it.

Using the Internet to Compare

Thanks to the internet, there are unlimited ways to review products and compare pricing across multiple stores for just about any item you might be looking for, especially electronics, toys, housewares, and other large consumer products. Some of these sites include:


www.pricegrabber.com

  www.consumerreports.org

  www.bizrate.com

  www.consumersearch.com


Additionally, many online magazine sites like www.pcworld.com and www.macworld.com also compare the top products and recommend places to purchase electronic items offering lists ordered by price or by customer reviews. 


If the pressure from store salesmen make it hard for you to think and compare pricing and features while at the store, write down product information and then visit the manufacturer's website. Many sites offer online comparison checklists so that you can review product features and choose the best item for you. For instance, if you are planning on buying a new computer just to check your email, browse the web, or do household finances, don't buy the salesman's recommended $1,500 model. A simpler $500 model will meet your needs, and will be easier to replace if it is lost or damaged later. 


If it's a club or service you are interested in buying in to, make sure to check out the consumer reviews for the company at the Better Business Bureau website, www.bbb.org, or Consumer Reports at www.consumerreports.org or simply type the business name in to a browser. Many of the public reports about businesses and services can offer you an alternate view of what any particular company is presenting. Remember, that buying and travel clubs lose interest in you once the deal is finalized.


For smaller and other household items, you can check out "garage sale" sites like www.ebay.com and www.craigslist.com to find used or other bargain items. Not only may you find the item you want for less, but these sites will also give you an idea of what the actual market value for an item is.  You can also try visiting large box store websites like www.target.com which allow visitors to leave their remarks about particular products, rating them between one and five stars. This can help you decide whether or not a particular item will fit your needs even if you choose not to purchase the item from the site. 


If it is a car you're looking for, always visit the Kelly Blue Book website at www.kbb.com before settling on the final price of a new or used vehicle. If it's a used car, you can also check out www.carmax.com to see the vehicle's history. You will need to enter the vehicles VIN number to find out more. 


With so many options available to find the best value for your buck, you can be confident that you are making a smart purchasing decision. Take the time to do your research, and you and your pocket book will benefit in the long run.



  Refund Policies


Don't forget to ask about refund policies before you buy anything.Think twice about buying any product that has a no-return stipulation. You live in a competitive economy and smart business owners know their customers should be able to test out a product before they purchase. Before making any major purchase, always sleep on it. Any salesperson who pressures you to purchase quickly should only reinforce your decision to wait.

 


Chapter 6:  Penny-Pinching Ideas That Will Save You Money

A little research will help you find myriad ways to cut corners and save money. Some ideas literally save you only a few pennies. But do that on a lot of purchases, and you'll be surprised how quickly it can add up. The following is a collection of ideas we've found. Add the ideas you have at the end of the list.


Food


	Treat eating out as a luxury. Use restaurant coupons.



  	Eat when you're hungry, not when you're upset

    .


  	Order entrees only, not expensive desserts or appetizers.



  	Split or share a meal with a friend.



  	Pack your lunch and take it with you to work. All of those $10 lunches can translate into a $50 dinner at an upscale restaurant later.



  	Learn to cook for yourself.



  	Perhaps your favorite restaurant offers free appetizers on Thursdays. Watch for these kinds of deals.



  	Shop for groceries on a full stomach.



  	Make your meals ahead of time. If you know that you have something to eat at home, you will be less tempted to buy meals on your way home.



  	Join a wholesale superstore. Price comparisons between these kinds of stores and retail grocery stores show that wholesalers charge up to 30 and 40 percent less for the same stuff. You'll also make fewer shopping trips by buying in bulk but watch 

    the expiration date.



  	Repackage bulk packs into smaller quantities for the freezer if possible.



Transportation


	Wash your car yourself.


  	Look for coupons for oil changes.


  	Carpool with friends.


Entertainment


	Take advantage of early-bird specials.


  	Go to matinee movies and watch for cheap movie nights.


  	Visit local museums and parks instead of paying for entertainment.


  	Ask about discounts for students and seniors.


 Personal Appearance

	Rely on coupons or specials for hairdressers/barbers.



  	Look for free-sample cosmetics, or purchase them at discount stores.



  	Give yourself a manicure/pedicure instead of paying someone else to do it.



  	Shop at discount outlet stores, consignment stores, and thrift shops.



  	Look for generic labels; avoid expensive brand-name clothing.



  	Avoid buying and wearing clothes that must be dry-cleaned. 



  	Try to stick with cottons and machine-washable synthetics rather than wools or silks that require dry cleaning. Check labels before you buy.



  	 Buy basic, buy classic. Don't let fashion be your only guide.



  	If you want the effect of a new wardrobe every year, store last year's purchases away next year and then bring them out the year after, or go as far as rotating your clothing inventory every third year.



  	Toss the magazines that pronounce this season's look. Fashion, as defined by what people wear, changes quite slowly. Set your own standards.


 Lifestyle


	Select and purchase gifts only when they are on sale.



  	Take advantage of rebates. 



  	Always return your books on time at the library. 



  	Buy books secondhand.



  	Sell books that you do not use anymore.



  	Avoid using ATMs other than the ones from your financial institution. You will avoid additional service charges. Private ATMs are particularly expensive to use.



  	Buy secondhand furniture; check out flea markets and garage sales.



  	Shop wholesale for appliances and other household goods.



  	Shop around for special long-distance rates.



  	Check out the costs of banking and negotiate what works best for you. 



  	Don't be influenced to spend by friends who have more money than you.




In early childhood you may lay the foundation of poverty or riches, industry or idleness, good or evil, by the habits to which you train your children. Teach them right habits then, and their future life is safe. —Lydia Sigourney

 

 


Chapter 7:  Maintaining Appropriate Levels of Health Insurance Coverage

As you strive to build upon the good habits of budgeting properly, living within your means, and socking money away for unexpected expenses and emergencies, another key strategy in your efforts to improve your lifestyle deals with maintaining appropriate levels of insurance to help protect you from catastrophic expenses due to illness, accidents, or even death. In this section we discuss the importance of maintaining adequate levels of health insurance, life insurance, and homeowners insurance. We also briefly introduce additional types of insurance worth considering, including catastrophic health, umbrella liability, disability, and long-term care. 


Health Insurance


As reported by MSNBC News Services, the percentage of working-age Americans with moderate to middle incomes who lacked health insurance for at least part of the year rose to 41% in 2005, a dramatic increase from the 28% in 2001 without coverage. In addition, more than half of the uninsured adults said they were having problems paying their medical bills, with 20% of working adults paying off medical debt—often $2,000 or more. 


The U.S. Census Bureau reports that more than 48 million Americans did not have health insurance in 2004. A study of 4,350 adults conducted by the Commonwealth Fund, a New York-based private health care policy foundation, reported the following eye-opening statistics:


	People without insurance were more likely to forego recommended health screenings such as mammograms than those with coverage, and were less likely to have a regular doctor than their insured counterparts.



  	The percentage of individuals earning less than $20,000 a year without insurance rose to 53%, up from 49% in 2001. Overall, the percentage of people without insurance rose to 28% in 2005 from 24% in 2001. 



  	Fifty-nine percent of uninsured with chronic conditions such as asthma or diabetes either skipped a dose of their medicine or went without it to save money. One-third of those in that group visited an emergency room or stayed in a hospital overnight or did both, compared to 15% of their insured counterparts.



  	The cost for a visit to the doctor prevented 41.1% of uninsured adults from seeing a doctor, compared to 9.2% of individuals with coverage.



  	Fifty-one percent of women without health insurance haven't had a mammogram in two years, compared to 22.8% of women with insurance.



  	Twenty-one percent of the adults surveyed between August and January had unpaid medical bills.




  (Source: MSNBC News Services, April 26, 2006)


With all the varieties of insurance today—health insurance, life insurance, homeowners insurance, car insurance—it's safe to assume that health coverage is one type of insurance we're all pretty much guaranteed to use. We all need medical attention from time to time, and some of us need it quite frequently. When care is needed, you want to focus on getting better—not on how you're going to come up with the money to pay your medical bills. A good health insurance plan allows you to focus on what is most important—your physical well-being. 


Even if you're young, healthy, and haven't had to see a doctor in years, you never know when you might be involved in an accident or be diagnosed with a serious medical condition. While your health insurance coverage will pay for things that aren't too costly like routine doctor's visits or lab tests, the main reason to have coverage is to have protection against the potentially catastrophic expenses of serious illness or injury. 


Where Can I Get Coverage? 


Most Americans who have health insurance receive it through their employer. Because employers typically negotiate group rates and pay a portion of the premiums, this is usually the most affordable way to get coverage. Unions, professional associations, and other organizations may offer health insurance as well. 


One of the great benefits of group health coverage is cost. Premiums are frequently lower than with individual coverage because economies of scale in large groups make administration less expensive. And with group coverage, the employer usually pays a significant part of the premium. 


Another plus is eligibility. Group insurance policies usually don't require a medical exam or other evidence that you are insurable. Enrollment occurs when you take the job (although coverage may not take effect for several weeks or months), and you can change your 

  coverage during a specified period each year, called open enrollment. Some employers offer a choice of fee-for-service and managed care plans, as well as prescription and dental coverage. 


Portability, which means the ability to keep your coverage in force if you leave your job, is another nice feature of group insurance. Because of a federal provision called COBRA (Consolidated Omnibus Budget Reconciliation Act), most employers with more than 20 workers are required to give you the opportunity to continue your coverage if you leave your job. You'll be responsible for the full premium, but because you'll still enjoy the group rate, this may be less expensive than purchasing a policy on your own. COBRA only allows for temporary coverage, but it's a great way to keep yourself and your family financially protected until you find other employment or obtain coverage elsewhere.


Buy It on Your Own


If your employer doesn't offer health insurance, you can purchase a policy on your own. This allows you to pick a plan that provides you with the specific benefits you want. However, because coverage and costs vary from company to company, obtaining coverage on your own requires careful comparison shopping. 


When evaluating different policies, it is important to consider which medical services are covered, and the cost of deductibles, coinsurance and co-payments. Often, the decision will come down to the tradeoff between flexibility and cost. If you don't want any restrictions on the doctors or hospitals you can go to for care, an indemnity plan or a plan that at least provides some out-of-network coverage is probably the way to go. If you're willing to sacrifice some choice in exchange for a plan that's less costly, you might be better off with an HMO. You can determine the right policy for you by consulting with a health insurance agent or broker in your area. You might also try unions, trade associations or other organizations related to your chosen profession. These groups sometimes negotiate group health insurance rates that can make coverage more affordable. 


Medicare and Medicaid


If you can't afford coverage, you may qualify for a state or federal safety net program. The federal Medicare program provides coverage for Americans over 65 or with certain disabilities, and the joint federal-state Medicaid program provides coverage for qualifying low-income individuals. 


Americans aged 65 or older and people with certain disabilities may qualify for Medicare, a federal health insurance program. In many parts of the country, people eligible for Medicare can choose between managed care and traditional plans. You can switch plans for any reason. However, you must officially notify the plan or the local Social Security office, and it may take up to 30 days for the change to take effect. 


Those enrolled in the traditional Medicare plan can purchase private insurance to help cover some of the gaps in Medicare coverage. These supplemental policies, sometimes called Medigap or Medicare Supplements (MedSupp), are required by law to cover certain expenses, such as the daily coinsurance amount for hospitalization. Some policies may offer additional benefits, such as coverage for preventive medical care, prescription drugs, or at-home recovery. In contrast to Medicare, Medicaid is a joint federal-state health 

insurance program designed to cover the healthcare costs of qualifying low-income individuals. It gives special consideration to children, pregnant women, and the disabled. 

Some states require people covered under Medicaid to join managed care plans. Insurance plans and state regulations differ, so check with your state Medicaid office to learn more.

 Additional Forms of Insurance Worth Considering 


Writing for MSN Money, financial management columnist Liz Pulliam Weston adds helpful insight on four additional types of insurance worth considering—1) catastrophic health insurance coverage, 2) umbrella liability insurance, 3) disability insurance, and 4) long-term care insurance.


1. Catastrophic health insurance coverage 


As Weston reports, just over half of working Americans today can obtain health insurance through employers, which usually subsidize some of the cost, according to the Employee Benefit Research Institute (EBRI). If you're trying to find coverage on your own, you can often reduce the costs of coverage by choosing the highest deductible you can find. 

For example, catastrophic health insurance polices require that you pay for the first $1,000 to $5,000 in medical bills, but cover everything beyond that amount up to a limit of $500,000 to $1 million. So, instead of costing $300 to $500 a month for two people in their 30s (which is the typical cost for lower-deductible plans), catastrophic policies can run in the neighborhood of $100 to $200 a month, which can certainly ease the burden when you're trying to live within a limited monthly budget. And while the costs increase the older you are, catastrophic coverage will still be less expensive than the alternatives. For example, a couple aged 55 could pay more than $1,200 a month for a traditional medical plan, while high-deductible plans will cost around $500.


2. Umbrella liability insurance


Weston explains that this type of insurance is designed to offer peace of mind by protecting you if you are sued or cause damage to someone else. While your homeowners and auto policies have liability insurance built into them, the coverage may not be enough. 

The typical auto policy, for example, may have a maximum liability ceiling of $300,000 per accident, although your limit could be as low as $15,000 if you bought a no-frills policy. If you cause an accident that results in $1 million of medical bills for someone else, you could be sued for the difference, which is why insurance experts recommend you have liability insurance equal to at least twice your net worth (especially if you happen to be a highly paid professional such as a doctor or lawyer or hold some sort of highly visible public office). Most auto and homeowners policies have a coverage ceiling of $500,000, so if you need more coverage you'll probably need to buy a personal liability or so-called "umbrella" policy. 

This policy acts like an umbrella, extending over your existing coverage and paying in once your auto or homeowner's coverage is exhausted. Weston says umbrella policies are one of the best-kept secrets in the insurance world. They're relatively inexpensive so insurance agents make minimal commission selling them. But for $150 to $300 a year, depending on where you live, you can get $1 million of coverage—and peace of mind. 


3. Disability insurance


Disability insurance is designed to replace your income if you're unable to work. Some people may consider their home or their 401(k) retirement account as their greatest asset, but it's actually their abilityto earn money. And it's likely that most people today don't have sufficient protection if they're hurt or get sick and aren't able to work for several weeks.


Weston says state workers compensation funds typically only provide benefits if you get hurt on the job. Your employer probably provides some kind of short-term disability coverage, but the checks will stop usually after three months to a year. If you still aren't able to work after that, Social Security may provide some benefits, but only if you're so disabled that you can't hold any job. 


Long-term disability policies make a lot of sense, but they're also expensive. For example, a 35-year old worker in perfect health looking for a $5,000 monthly benefit would pay $2,500 a year or more for an individual policy. It's easier to get a policy through your employer, if that's an option. U.S. Department of Labor statistics show that roughly 25% of U.S. workers have long-term disability coverage through their jobs. Either their company pays for the insurance, or the worker can buy it at reasonable group rates. The larger the company, the more likely it is to provide this coverage. 


If your employer doesn't offer the coverage or you're self-employed, Weston recommends seeing if you can buy a policy through a professional or trade organization you may belong to, or possibly forming your own group of at least 10 people to qualify for a discounted rate. If your only alternative is to purchase a policy yourself, be sure to get enough coverage. Most insurers won't provide benefits that replace more than 60% to 70% of your income, but choose the highest percentage you can get. 


4. Long-term care insurance


Long-term care insurance, says Weston, covers the costs of serious illness that aren't picked up by regular health insurance or Medicare, the government health program for people over 65. If you can't properly feed, clothe or bathe yourself and need an aide to help you, long-term care insurance pays the bill. But it can be expensive. For example, nursing home care costs around $40,000 a year and even more if the care is provided at home. Most people need long-term care for two years or less, although some people need help for 10 years or more. 


Weston says people with $1 million or more in assets can usually pay for their own long-term care, but some people buy the policies anyway to ensure they have money left over for their children's potential inheritance. Preserving an inheritance is also the reason some people buy policies for their parents.


Experts disagree on when it makes sense to buy a policy. You'll pay less for coverage if you buy it when you're in your 40s, but the savings from doing so may be negligible since you'll be paying on the policy for many more years before you actually need it. But if you buy a policy too late (after age 65), you'll pay a lot more. Monthly premiums for a 65-year-old are generally two to three times higher than the same policy for a 50-year-old. Although recommendations vary, the best time to buy long-term care insurance seems to be between age 50-60. 

 


Chapter 8: Understanding Your Life Insurance Policy

Life insurance could possibly be one of the most important purchases you'll ever make. Should a tragedy strike, money from life insurance coverage can help pay the bills, continue a family business, finance future needs like your children's education, protect your spouse's retirement plans, and much more.


So who needs life insurance? If someone depends on you financially—spouse, children, an aging parent—chances are you need life insurance. It provides cash to your family after your death. This cash (known as the death benefit) replaces your income and can help your family meet many important financial needs like daily living expenses, mortgage payments, and college savings. What's more, there is no federal income tax on life insurance benefits. 


To figure out if you need life insurance, you need to think through the worst-case scenario. If you died tomorrow, how would your loved ones get along financially? Would they have the money to pay for your funeral costs, medical bills, taxes, debts, lawyer's fees, etc.? Would they be able to meet ongoing living expenses like the rent or mortgage, food, clothing, transportation costs, healthcare, etc? What about long-range financial goals? Without your contribution to the household, would your surviving spouse be able to save enough money to put the kids through college or retire comfortably? 


It's always a difficult time when you lose someone you love. But your emotional struggles don't need to be compounded by financial difficulties. Life insurance helps ensure that the people you care about will be provided for financially, even if you're not there to care for them yourself. 


The Washington, D.C.-based Life and Health Insurance Foundation for Education has outlined the following scenarios to help you understand how life insurance might apply to your particular situation. 


	You're Married—Most families depend on two incomes to make ends meet. If you died suddenly, could your family maintain its standard of living on your spouse's income alone? 



  	You're a Single Parent—As a single parent, you're the caregiver, breadwinner, cook, chauffeur, and more. Yet nearly 40% of single parents have no life insurance whatsoever, and many who do have coverage say they need more. 



  	You're a Stay-At-Home Parent—Just because you don't earn a salary doesn't mean you don't make a financial contribution to your family. Childcare, transportation, cleaning, cooking, and other household activities are all important tasks, the replacement value of which is often severely underestimated. Some surveys have estimated the value of these services at over $40,000 per year. Could your spouse afford to pay someone for these services? 



  	You're Single—Most single people don't need life insurance because no one depends on them financially. But there are exceptions. For instance, some single people provide financial support for aging parents or siblings. Others may be carrying significant debt that they wouldn't want to pass on to family members who survive them. If you're in these types of situations, you should consider owning life insurance because you wouldn't want your loved ones to be burdened financially in the event of your premature death.




Concern for man and his fate must always form the chief interest of all technical endeavors: Never forget this in the midst of your diagrams and equations. —Albert Einstein

 

 How Much Insurance Do I Need?


The answer isn't really how much life insurance you need, but rather how much money your family will need after you're gone. Ask yourself: 


	How much money will my family need after my death to meet immediate expenses like funeral expenses and debts?



  	How much money will my family need to maintain its standard of living over the long run?



Life insurance proceeds can help pay immediate expenses including uncovered medical costs, funeral expenses, final estate settlement costs, taxes, and other lump-sum obligations such as outstanding debts and mortgage balances. They can also help your family cover future financial obligations like everyday living expenses, money for college or your spouse's retirement, and so much more.


But how do you know if you need $100,000; $500,000; $1 million or more? The Life and Health Insurance Foundation for Education recommends conducting what's called a Capital Needs Analysis. First, you evaluate your family's needs. Gather all of your personal financial information and estimate what each of your family members would need to meet current and future financial obligations. Then add up all of the resources that your surviving family members could draw upon to support themselves. The difference between their needs and the resources in place to meet those needs is your need for additional life insurance.


Or, another approach is to use this handy tool for estimating your need for life insurance. Remember that this tool is only intended to be a guide. It doesn't consider every factor that might affect your life insurance needs. For a more accurate and detailed analysis, please consult a financial advisor.

Estimate your life insurance need:


1. List your family's anticipated monthly expenses (your monthly budget)            (A)


2. Estimate your family's monthly after-tax income (from sources below)    (B)



  2a . Spouse's current income


  2b.  Your family's Social Security benefit (Estimate $0 if you are married with no children and your spouse is younger than 60; estimate 	$2,600 if you are married with one child; estimate $3,000 if you are married with more than one child.)


  2c.  Other income (such as from interest-bearing assets or retirement 			plan benefits)




3. Subtract (B) from (A) and enter it here to estimate your family's unmet monthly income need                                      (C)						     				   x12


4.  Multiply (C) by 12 and enter it here to estimate your family's unmet yearly income need			       (D)


5. Estimate the number of years your family would have this unmet need 	        (E) (For example, if your death occurred tomorrow, approximately how many years would the need exist? Approximately how many years until your children would be self-supporting?) 


6. Multiply (D) by (E) and enter it here to estimate your family's total unmet income need 				        (F) (Keep in mind this tool does not account for inflation or interest on life insurance benefits.)


7.  Estimate the amount of potential one-time expenses and outstanding debt (from the sources listed below)	          (G)



  7a. Mortgage balance


  7b. Children's educational needs/college expenses


  7c. Credit card debt


  7d. Other outstanding debt


  7e. Miscellaneous special needs




8. Estimate final expenses and estate settlement costs (from any of the sources listed below)     			          (H)



  8a. Funeral costs (While these expenses vary, they typically range from $5,000 to $10,000)


  8b. Final expenses (While these expenses vary, they typically range from $5,000 to $10,000)


  8c. Estate taxes (If you are unsure if estate taxes apply, estimate $0)




9. Add (F), (G) and (H) together to obtain a total estimate of your life insurance need. 

Understanding Your Policy


To understand your life insurance policy—what it really says and what it promises to deliver—can be made a lot simpler by familiarizing yourself with the following key insurance terms made available by LIFE, the Life and Health Insurance Foundation for Education, www.life-line.org. 


15 Life Insurance Terms You Should Know


1.		Accidental death benefit—Also known as double indemnity, a provision in a policy that doubles or triples the benefit in the case of death by accidental means.


2.		Beneficiary—The person named in a policy as the recipient of the insurance money in the event of the insured's death.


3.		Cash surrender value—The amount available in cash upon the policy owner's termination of a permanent life insurance policy before it matures or becomes payable by death. 


4.		Claim—The demand by an individual to recover losses covered under an insurance policy.


5.		Contingent beneficiary—The person designated to receive life insurance policy proceeds if the primary beneficiary should die before the person whose life is insured.


6.		Convertible term insurance—A type of policy that allows the policy owner to change a term insurance policy to a permanent policy without providing evidence of insurability. The premium rate for the permanent policy is normally based on the age of the insured at the time of the conversion.


7.		Death benefit—The sum of money paid to a beneficiary when a person insured under a policy dies.


8.		Dividend—A refund of excess premium paid to the owner of an individual participating life insurance policy.


9.		Permanent life—Life insurance that is designed to provide lifelong protection with generally level premiums. There are three main types: whole, universal, and variable. All permanent policies accumulate cash value.


10.	Policy—The contract or agreement made between the insurer and the insured.


11.	Premium—The payment to the insurance company for 

  insurance coverage.


12.	Term life—Life insurance that provides coverage for a specific period of time, usually from 1 to 20 years. Term policies provide a death benefit only if the insured person dies during the term.


13.	Universal life—A permanent policy that gives the owner the right to vary premium payments and the death benefit within certain prescribed limits. The rate of return on the accumulation account fluctuates according to investment performance but will not fall below a guaranteed minimum rate of return, such as four percent.


14.	Variable life—A permanent policy under which the cash value of the policy may fluctuate according to the investment option performance of a separate account fund. Most variable life policies guarantee that the death benefit will not fall below a specified minimum.


15.	Whole life—A permanent policy designed to last for life and for which premiums stay level. 

 Let's Review


Now that you've had a chance to familiarize yourself with key life insurance terms, take a few moments to test your knowledge by matching each term to the correct definition on the next page. Write in the letter that corresponds to the correct definition next to the term. The answers are provided on the final page of the chapter.

Match the following terms to the right definition listed below:


1.   ______ Accidental death benefit 

  2.   ______ Beneficiary 

  3.   ______ Cash surrender value 

  4.   ______ Claim 

  5.   ______ Contingent beneficiary 

  6.   ______ Convertible term insurance 

  7.   ______ Death benefit 

  8.   ______ Dividend 

  9.   ______ Permanent life 

  10. ______ Policy 

  11. ______ Premium 

  12. ______ Term life 

  13. ______ Universal life 

  14. ______ Variable life

15. ______ Whole life 

(A)  A permanent policy that gives the owner the right to vary premium payments and the death benefit within certain prescribed limits. The rate of return on the accumulation account fluctuates according to investment performance but will not fall below a guaranteed minimum rate of return, such as four percent.


(B) The contract or agreement made between the insurer and the insured.


(C) A permanent policy designed to last for life and for which premiums stay level.


(D) The sum of money paid to a beneficiary when a person insured under a policy dies.


(E) A permanent policy under which the cash value of the policy may fluctuate according to the investment option performance of a separate account fund. Most variable life policies guarantee that the death benefit will not fall below a specified minimum.


(F) Life insurance that provides coverage for a specific period of time, usually from 1 to 20 years. Term policies provide a death benefit only if the insured person dies during the term.


(G) Also known as double indemnity, a provision in a policy that doubles or triples the benefit in the case of death by accidental means.


(H) The payment to the insurance company for insurance coverage.


(I) The amount available in cash upon the policy owner's termination of a permanent life insurance policy before it matures or becomes payable by death.


(J) A type of policy that allows the policy owner to change a term insurance policy to a permanent policy without providing evidence of insurability. The premium rate for the permanent policy is normally based on the age of the insured at the time of the conversion.


(K) Life insurance that is designed to provide lifelong protection with generally level premiums. There are three main types: whole, universal and variable. All permanent policies accumulate cash value.


(L) The person designated to receive life insurance policy proceeds if the primary beneficiary should die before the person whose life is insured.


(M) A refund of excess premium paid to the owner of an individual participating life insurance policy.


(N) The person named in a policy as the recipient of the insurance money in the event of the insured's death.


(O) The demand by an individual to recover losses covered under an insurance policy.

Answers: 

1) G; 2) N; 3) I; 4) O; 5) L; 6) J; 7) D; 8) M; 9) K; 10) B; 11) H; 12) F; 13) A; 14) E; 15) C

 


Chapter 9: Homeowners Insurance

As you probably know, homeowners insurance provides financial protection against disasters and insures both the home itself and the belongings within it. Homeowners insurance is a package policy, which means that it covers both damage to your property and your liability or legal responsibility for any injuries and property damage you or members of your family cause to other people. This includes damage caused by household pets.


Damage caused by most disasters is covered but there are exceptions, such as damage caused by floods, earthquakes, and poor maintenance. You must buy two separate policies for flood and earthquake coverage. Maintenance-related problems are the homeowner's responsibility.


Homeowners insurance is very important to your short-term and long-term financial well-being, and, according to the Insurance Information Institute (www.iii.org), the price you pay for your insurance can vary by hundreds of dollars, depending on the insurance company you buy your policy from. 


In your efforts to establish and live by a budget, here are some valuable tips to consider when buying homeowners insurance, used with permission from the Insurance Information Institute:


1. Shop Around.


It will take some time, but could save you a good sum of money. Ask your friends, check the Yellow Pages, or contact your state insurance department (www.consumeraction.gov/insurance). The National Association of Insurance Commissioners (www.naic.org) has information to help you choose an insurer in your state. States often make information available on typical rates charged by major insurers, and many states provide the frequency of consumer complaints by company.


Also check consumer guides, insurance agents, companies, and online insurance quote services. This will give you an idea of price ranges and tell you which companies have the lowest prices. But don't consider price alone. The insurer you select should offer a fair price and deliver the quality service you would expect if you needed assistance in filing a claim. When assessing service quality, use the complaint information cited previously and talk to a number of insurers to get a feeling for the type of service they give. Ask them what they would do to lower your costs.


2. Raise Your Deductible.


A deductible is the amount of money you have to pay toward a loss before your insurance company starts to pay a claim, according to the terms of your policy. The higher your deductible, the more money you can save on your premiums. Nowadays, most insurance companies recommend a deductible of at least $500. If you can afford to raise your deductible to $1,000, you may save as much as 25%. Remember, if you live in a disaster-prone area, your insurance policy may have a separate deductible for certain kinds of damage. If you live near the East coast, you may have a separate windstorm deductible; if you live in a state vulnerable to hail storms, you may have a deductible for hail; and if you live in an earthquake-prone area, your earthquake policy may have a separate deductible. 


3. Don't confuse what you paid for your house with rebuilding costs.


The land under your house isn't at risk from theft, windstorm, fire, and the other perils covered in your homeowner's policy. So don't include its value in deciding how much homeowners insurance to buy. If you do, you will pay a higher premium than you should.


4. Buy your home and auto policies from the same insurer.


Some companies that sell homeowners, auto, and liability coverage will take 5% to 15% off your premium if you buy two or more policies from them. But make certain this combined price is lower than buying the different coverages from different companies.


5. Make your home more disaster resistant.


Find out from your insurance agent or company representative what steps you can take to make your home more resistant to windstorms and other natural disasters. You may be able to save on your premiums by adding storm shutters, reinforcing your roof, or buying stronger roofing materials. Older homes can be retrofitted to make them better able to withstand earthquakes. In addition, consider modernizing your heating, plumbing, and electrical systems to reduce the risk of fire and water damage.


6. Improve your home security.


You can usually get discounts of at least 5% for a smoke detector, burglar alarm, or dead-bolt locks. Some companies offer to cut your premium by as much as 15% or 20% if you install a sophisticated sprinkler system and a fire and burglar alarm that rings at the police, fire or other monitoring stations. These systems aren't cheap and not every system qualifies for a discount. Before you buy such a system, find out what kind your insurer recommends, how much the device would cost and how much you'd save on premiums.


7. Seek out other discounts.


Companies offer several types of discounts, but they don't all offer the same discount or the same amount of discount in all states. For example, since retired people stay at home more than working people, they are less likely to be burglarized and may spot fires sooner. Retired people also have more time for maintaining their homes. If you're at least 55 years old and retired, you may qualify for a discount of up to 10% at some companies. Some employers and professional associations administer group insurance programs that may offer a better deal than you can get elsewhere.


8. Maintain a good credit record.


Establishing a solid credit history can cut your insurance costs. Insurers are increasingly using credit information to price homeowners' insurance policies. In most states, your insurer must advise you of any adverse action, such as a higher rate, at which time you should verify the accuracy of the information on which the insurer relied. To protect your credit standing, pay your bills on time, don't obtain more credit than you need and keep your credit balances as low as possible. Check your credit record on a regular basis and have any errors corrected promptly so that your record remains accurate.


9. Stay with the same insurer.


If you've kept your coverage with a company for several years, you may receive a special discount for being a long-term policyholder. Some insurers will reduce their premiums by 5% if you stay with them for three to five years and by 10% if you remain a policyholder for six years or more. But make certain to periodically compare this price with that of other policies.


10. When buying a home, consider the cost of homeowners insurance.


You may pay less for insurance if you buy a house close to a fire hydrant or in a community that has a professional rather than a volunteer fire department. It may also be cheaper if your home's electrical, heating, and plumbing systems are less than 10 years old. If you live in the East, consider a brick home because it's more wind resistant. If you live in an earthquake-prone area, look for a wooden frame house because it is more likely to withstand this type of disaster. Choosing wisely could cut your premiums by 5 to 15%.

  Check the CLUE (Comprehensive Loss Underwriting Exchange) report of the home you are thinking of buying. These reports contain the insurance claim history of the property and can help you judge some of the problems the house may have.


Remember that flood insurance and earthquake damage are not covered by a standard homeowners' policy. If you buy a house in a flood-prone area, you'll have to pay for a flood insurance policy that costs an average of $400 a year. The Federal Emergency Management Agency provides useful information on flood insurance on its Web site at www.FloodSmart.gov. A separate earthquake policy is available from most insurance companies. The cost of the coverage will depend on the likelihood of earthquakes in your area. In California, the California Earthquake Authority (www.earthquake.com) provides this coverage.


If you have questions about insurance for any of your possessions, be sure to ask your agent or company representative when you're shopping around for a policy. For example, if you run a business out of your home, be sure to discuss coverage for that business. Most homeowners' policies cover business equipment in the home, but only up to $2,500, and they offer no business liability insurance. Although you want to lower your homeowners insurance cost, you also want to make certain you have all the coverage you need. (Source: Insurance Information Institute, www.iii.org; used with permission.)

 


Chapter 10:  Saving for Emergencies, Periodic Payments, and Financial Goals


In the day-to-day battle to manage your finances, it's easy to become somewhat bewildered with the competing messages we often hear—things like "pay off your debt," "max out your IRA," "buy a house," "find a better, higher paying job." All of these are worthwhile pursuits in our quest to become more financially secure, but where does one start? What should you tackle first? Well, it's simple. After meeting basic needs and while you're in the process of reducing spending, start an emergency fund! That's right. 


What is an emergency fund? It's a stash of money held in reserve to be used only in case of genuine emergencies. Buying a new car doesn't count. Neither does remodeling the bathroom or buying a hunting rifle or a new set of golf clubs. Again, it is to be used only in case of emergency. What classifies as an emergency? All sorts of things. Your furnace gives out in the grips of a cold snap. Your teenage driver has an accident and is laid up in the hospital. Your company announces job cuts, and you're affected. These are all emergencies of one kind or another. If you have an emergency fund, you're going to be in better shape than those without one. Studies show that those without emergency savings are more likely to accumulate debt. It may feel like you can't afford to have one, but the truth is you can't afford not to have one. Emergency funds are essential, even for college students.

 

Your net worth to the world is usually determined by what remains after your bad habits are subtracted from your good ones. —Ben Franklin




So How Much Is Enough?


While financial experts agree that an emergency fund is necessary, there's no real agreement on how much is enough. Some experts advocate having at least a year's salary saved, while others believe $1,000 is sufficient. Others say $2,000 to $3,000 is much more realistic than say $10,000. If you've got at least $5,000 in emergency money, it could more than likely pay the mortgage for three months or so plus some other necessities. Perhaps the best goal to shoot for is to have three to six months of income saved as an emergency reserve.


What's important is to consider what works for you under the current circumstances you're in. Take a good look at your income and your needs and land on a monthly figure you can stash in an emergency fund. It can be as simple as depositing $50 to $100 into your savings account. But before you begin, be sure that you're meeting your basic living expenses. And as you build your emergency fund, be sure you're also reducing your spending and avoiding debt.


It's also a good idea to keep your emergency money in an account that's not too easy to access. You might consider opening an account at a bank or credit union across town, and don't carry an ATM/debit card tied to the account. You'll still have access to the cash when you need it, but you will be forced to think twice about making a withdrawal.


Remember, when all is said and done, an emergency fund is the most important financial step after taking care of basic living expenses. It can be your financial cushion in case something goes wrong, and you need access to money quickly. Consider these tips in establishing your own emergency cash reserve:


1.	Decide how big a cushion you need. Establish a target that makes sense for your circumstances, and once you reach that target, keep adding more.


2.	Keep your hands off it. Many people don't have any emergency money in the bank because they encounter what they think is an emergency every month. A genuine emergency is something that threatens your survival, not just your desire to be 

  comfortable.


3.	Put it in the right place. Make sure your emergency money is in an account that earns interest. 


4.	Also keep some emergency cash at home. It's also wise to keep $300 to $400 in cash at home in case of a natural disaster or other emergency where you may not be able to access funds at your bank for several days or more. Also, keep the bills in smaller denominations, such at $5, $10, and $20 bills.




Chapter 11:  Protect Your Health

Poor Health Can Affect Your Finances 


As mentioned earlier in the section on disability insurance, some people think of their home or their retirement fund as their greatest asset, but it's actually their ability to earn a living to produce a revenue stream. And you don't have to be a financial genius to understand that your ability to remain productively employed is heavily dependent on maintaining your physical health. Let's face it, without your health your income is jeopardized, and so is everything else.


As Jeffrey Yeager writes for The Dollar Stretcher (www.stretcher.com), the single most important factor in building long-term wealth and securing financial freedom is the vital connection between good health and good wealth. The old saying, "If you have your health, you have everything," applies to financial planning as well as to life in general. Yeager offers the following tips for maintaining the robust physical and mental health that really pay off.


Take Your Medicine


Medical and health care savings are probably the most apparent pay-off for maintaining a healthy mind and body. Even if you're covered under an employer-paid health care plan, the cost of deductibles, co-pays, and treatment for conditions and procedures not covered by your plan can really add up if you're unhealthy. An even more important thing to keep in mind is that the body you have today is the same body you'll have when you retire. Even if medical and health care costs aren't a concern for you now, they will be your responsibility eventually, and it's far better to stay healthy than it is to try to get healthy when there's no more employer-paid health care to cover your medical costs.


Paying a Premium Price


Premiums paid for health care insurance, as well as life, disability, and catastrophic illness insurance, normally take into account your medical history. An even bigger concern if your health history is sufficiently poor, you may be denied coverage at any price, thereby setting the stage for you to potentially lose everything you have if your health fails or you're injured in an accident. And even auto insurance premiums, which take into account your driving record, including speeding tickets, accidents, and DUIs, are ultimately influenced by health-related issues such as your stress level, mental health, eyesight, physical and mental agility, and use of drugs and alcohol.


Vice Squad


Smoking can be considered the perfect storm of financial mismanagement. Not only do you have the cost of the cigarettes themselves, but you have significantly increased insurance and health care costs if you smoke, not to mention a documented increase in lost wages among smokers due to smoker-related illnesses. Where else can you get that kind of a triple-negative rate of return on an investment?


Do It Yourself


There's also a direct correlation between physical health/fitness and the amount spent paying others to do things for you. As America's collective waistline has increased, the girth of our collective wallet has decreased as a result. With more than half of all Americans overweight, we're a nation of people who are less able to do things for ourselves. 


Not just small things, like washing your car, mowing the lawn, or cleaning your own house, but major lifetime expenses, like being physically able to care for an aging family member or undertake a major home repair project on your own. And, the more things you do for yourself, generally the healthier (not just wealthier) you become. 


Where Are You on the Food Chain?


It is ironic that although we are supposed to be tightening our belts during tough economic times, that our waistlines may actually be getting bigger and bigger. According to JoNel Aleccia, health writer for msnbc.com, health researchers say that tight budgets tend to lead to weight gain as consumers seek cheap-but-filling calories. Food prices are expected to jump by at least 4% this year. Prices for vegetables, fruits, and grains are going up while the price of junk food is coming down. Consumers turn to cheaper, less healthful choices as they deal with falling income. There are deals all the time for 99-cent burgers and other dollar-menu items. If people have to feed a family, they may look for these low-cost foods. They're filling, but low in nutritional value. Not everyone agrees, though, that hard times have to affect a healthy diet. By cooking more at home, cutting back on expensive kinds of meats and products, and relying on leftovers, it is possible to maintain a healthy diet. 

 


Chapter 12:  Plan and Protect Your Career—Keep Learning

One of the key secrets to success and fulfillment in your current job and throughout your career is to always maintain a healthy attitude towards learning. Automaker and industrialist Henry Ford said, "Anyone who keeps learning stays young." Is learning optional? What really is the value of learning? The fact is, learning is at the core of all we do—it's the gaining of knowledge. Without knowledge we'd be no better off than a stone—existing but not living. 


The concept of "career" has changed over the past 15 years or so to keep pace with the rapidly changing nature of work. We often use the terms "career", "job", and "occupation" interchangeably. However, your career is something much larger than a job or an occupation. It's the sum and variety of experiences of learning and work (both unpaid and paid) that you undertake throughout your lifetime. Taking charge of your career development means you will need to actively manage your learning and your work.


Flexibility and Adaptability are Key


It's safe to say that very few people will have a job or occupation for life. In the world's ever-changing environment, you will need to keep learning to keep pace. The good news is that it's very difficult to go through life without changing, growing, and learning. It is important, however, that you actively manage this process as much as possible, rather than just letting it happen. 


While employers no longer promise job security, many of them provide opportunities and resources to help you develop new skills to stay employable such as training workshops and seminars, conferences, tuition reimbursement for college courses, professional associations, onsite training classes, and so on. Take advantage of these resources to actively manage your career. Your best job security is your ability to be employable in your chosen field by continually updating your skills and staying abreast of new opportunities. 


The Four C's—Communication, Computer Skills, Creativity, and Customer Care 


Being a lifelong learner doesn't mean you have to be enrolled in a school or formal training program all the time. What it does mean is that you are ready and willing to learn new skills, technology, and ways of doing business. People who are willing to learn new things about their profession or company are more likely to have job stability and continued career success. 


Keep in mind the top skills needed for career success include communication skills; knowledge of computer applications such as word processing, spreadsheets, and presentations; ability to approach challenges creatively; and a genuine focus on customer service. Again, there are training courses available through your current employer or through a local community college, continuing education center, or professional association to help you acquire the skills you need. 


Professionalism is not something only managers or people working in office settings should worry about. Workers in all industries can benefit from staying positive and understanding business etiquette. Having a professional attitude can help you to get along with coworkers, give better service to customers, and advance your career. The following tips can be used by people in any occupation. 


Additional Tips for Career Development


Of course, not every skill or ability needed to enhance your career is acquired in a formal training session. You'll acquire a significant amount of knowledge and insight being engaged at work each day. Consider these suggestions for striving to do your best and advancing towards greater responsibilities and rewards:

	Do your best in your present job. Solicit feedback about your current skills and how they mesh with the future direction of the organization. Talk to your supervisor about what "next steps" might be good for you. Don't sit back and wait for your manager to offer to alter your job description, suggest that you upgrade particular skills, or assign you to a new project. Be proactive on your own to identify the tasks and the projects you can learn and grow from. Seek out projects that lie at the heart of the organization. Notice what is valued by your organization, and look for where it intersects with your own interests.



  	Cultivate effective working relationships. More and more often these days work is accomplished in teams. If you are in middle management, prepare to collaborate more with direct reports as equals in teams. Your ideas will increasingly be judged for their merit, rather than in status and deference to your position. 



  	Connect with other people who do work related to yours. Attend conferences and trade shows, join professional associations and volunteer to help with the group's local chapter. Conduct information interviews with people in other units, organizations, or fields to find out what they do. Electronic relationships are excellent ways to network.



  	Develop expertise in your field. Define your career in terms of your chosen field, not only in terms of your specific employer. Read about your area of expertise, talk to others in your field—stretch yourself to anticipate the future. When possible, write and speak about your work and publish in appropriate trade and professional journals. Look for opportunities to be a spokesperson for your employer, in your professional associations, and in your community work. 



  	Let's Review While ability and credentials will always serve you well, do not underestimate the power of having the support of a senior person who knows you well. This person may or may not currently work in your organization,but frequently he is someone with whom you have worked before. People who have been mentored often secure more key assignments, promotions, and better salaries during the course of their career. As they acquire experience, they also tend to become mentors themselves.



  	Be on the lookout for what's next. Those who excel in their current jobs think ahead about how things will be changing. Keep your resume up-to-date and ready to go. Collect materials about yourself—letters and e-mails from managers or peers about a job well done, examples of your work, ideas for projects, and keep them organized so that you are ready to let others know of your qualifications and accomplishments should an opportunity arise.



  	Re-examine your goals. Regularly review and revisit your life's work and direction. A solid sense of self is more critical than ever in order to take responsibility for managing your own career. It's doing work that you love and that offers challenge and fulfillment, that will in turn motivate you to excel. 


 The Explosion of Distance Learning


Just a couple of decades ago few people would have imagined earning a college degree anywhere but within the hallowed halls of a traditional campus. While correspondence courses allowed people to acquire knowledge while studying in their own homes, today's online universities create a whole new dimension in learning remotely. 


Take for example the University of Phoenix, which was among the first accredited universities to provide college degree programs via the Internet. Founded in 1976, the University of Phoenix began offering internet degree programs in 1989. Today nearly 150,000 students are working towards bachelors, master's, and doctorate degrees in fields such as Business, Education, Management, Nursing, and Technology.


One reason distance learning programs such as those offered at the University of Phoenix are so popular is convenience. People can study at home, at work during a lunch break, on vacation, while traveling on business, etc. Many online universities allow students to take courses at their own pace, typically one course at a time. If you're disciplined and focused, it's possible to finish a course in as little as five weeks and start another course the following week. Some students have earned their degrees within two to three years of beginning the program. Another attractive feature of online learning is that many employers officially recognize this method of learning and offer tuition reimbursement. 

Tuition costs are comparable to those of traditional college campus institutions. Other large distance learning institutions you may have heard of include DeVry University, Westwood College, Walden University, and Kaplan University. 


Beware of "Diploma Mills"


While distance learning opportunities are expanding, so are the "diploma mills" or "degree mills" that offer degrees with little or no studying required in exchange for a fee. The reputable schools are accredited, while the "diploma mills" are not. 


If you're considering enrolling in training "at a distance," you'll want to find out as much about the school and the coursework as possible. To find out if the school's accrediting agency is recognized by the U.S. Department of Education, visit www.ed.gov and take a look at the List of Nationally Recognized Accrediting Agencies. To find out if the school is operating legally, contact the state licensing agency using the Directory of Higher Education Officials. 


Typically, "diploma mills" are more interested in taking your money than giving you a quality education. Information about how to avoid these types of schools can be found at: 


	U.S. Department of Education: www.ed.gov/students/prep/college/diplomamills/index.html



  	Oregon Student Assistance Commission: www.osac.state.or.us/oda/diploma_mill.html



  	Council for Higher Education Accreditation: www.chea.org


 Is Distance Learning Right For You?

Because distance education programs allow you to work in the convenience of your own home and at your own pace, it's important that you find out if this is the right learning style for you. Two helpful guides are: The Distance Learner's Guide published by the Western Cooperative for Educational Telecommunications and the Federal Trade Commission's Guides for Private, Vocational, and Distance Education Schools.


Job Placement Assistance


Many career colleges and technical schools provide job placement assistance as part of their service. If the school does offer job placement assistance, ask about the job placement rates (the percent of graduates placed in jobs) and compare the placement rates with those of other schools. Ask for information about recent graduates, and find out where they went to work. Whenever possible, ask former students about their experience at a school you are considering. Did the training they received prepare them for the job they wanted?


Let's Review


Remember, being a lifelong learner means you carry an attitude of willingness to learn new things every day, and to approach your job and your associates with eagerness, professionalism, and respect. Review the following checklist frequently as a reminder of the things you can do to expand and enrich your career and your life:


	Treat others with the same respect and kindness that you would hope to have them treat you.



  	Show enthusiasm and interest in all of your job duties.



  	Maintain an appearance that is appropriate for your workplace and shows that you take pride in yourself.



  	Pay attention to your telephone and email etiquette. Use grammar and style appropriate for business communications.



  	When talking with employers and other professionals, remember to speak clearly and don't use slang. Talking to an employer the same way you speak to your friends might be seen as a lack of respect.



  	Have realistic expectations and timelines for your career goals.



  	Recognize opportunities to increase your skills or take on new projects.



  	Learn from your mistakes but do not dwell on them.



  	Don't blame others or let outside circumstances keep you from trying new things.



  	Take responsibility for your actions but don't take things too personally.



  	Find one or more people to support and assist you with your career goals.



  	Don't be afraid to ask for help.



  	Know what is expected of you and how your job performance will be monitored or measured.



  	 Know the priorities of your department or company and find ways to help.



  	Do more than what is expected, instead of just doing enough to get by.



  	Find organizations and associations to help you stay up on new things in your profession.



  	Find opportunities for professional development through short-term training or community education courses.



  	Finding the right job is useless unless you know how to keep that job. Knowing what employers expect of new employees will help with job retention.



  	Maintaining the right attitude toward your work will affect how you react to job transitions and new opportunities. 


 


Glossary

Accidental death benefit: also known as double indemnity, a provision in a policy that doubles the benefit in the case of death by accidental means.

Beneficiary: the person named in a policy as the recipient of the insurance money in the event of the insured's death.

Better Business Bureau: a national association supported by business memberships that reports any product complaints received.

Brand: a product identified by name as the product of a particular manufacturer; often influences the purchasing decision.

Capital Needs Analysis: an evaluation of your family's financial needs after your death compared to your personal financial assets; used to determine the amount of life insurance you should purchase.

Cash surrender value: the amount available in cash upon the policy owner's termination of a permanent life insurance policy before it matures or becomes payable by death. 

Catastrophic health insurance: requires that you pay for the first $1,000 to $5,000 in medical bills, but covers everything beyond that amount up to a limit of $500,000 to $1 million; significantly reduces the amount of monthly premiums compared to standard health insurance.

Chronic debt: ongoing debt that is never paid off.

Claim: the demand by an individual to recover losses covered under an insurance policy.

COBRA: a federal provision that requires most employers with more than 20 workers to continue your health insurance coverage if you leave your job; you are, however, responsible for the full premium but still at the group rate.

Comparison shopping: researching multiple products to see which have the specific features and qualities you want before you make a purchasing decision.

Consumer Reports: product evaluations published by the independent testing group, Consumers Union.

Contingent beneficiary: the person designated to receive life insurance policy proceeds if the primary beneficiary should die before the person whose life is insured.

Convertible term insurance: a type of policy that allows the policy owner to change a term insurance policy to a permanent policy without providing evidence of insurability.

Customer database: a repository of names and information collected by a retail company.

  Data collection system: tracks what customers purchase and gathers information about customers.

Death benefit: the cash provided to your family after your death by life insurance; there is no federal income tax on life insurance benefits.

Disability insurance: replaces your income if you're unable to work.

Distance Learning: college degree programs provided on the Internet making it possible to study at home, at work during a lunch break, on vacation, while traveling on business.

Dividend: a refund of excess premium paid to the owner of an individual participating life insurance policy.

Group health insurance: health insurance received through an employer; usually the most affordable way to get coverage.

Hard information: the facts, e.g., weight, unit price, miles per gallon, and sodium content.

Homeowners Insurance: provides financial protection against disasters and insures both the home itself and the belongings within it; flood insurance and earthquake damage are not covered by a standard homeowners' policy.

Impulse buying: reactionary shopping, particularly to counteract feelings of depression and low self-esteem.

Long-term care insurance: covers the costs of serious illness that aren't paid by regular health insurance or Medicare.

Medicaid: a joint federal-state health insurance program that provides coverage for qualifying low-income individuals.

Medicare: a federal health insurance program providing coverage for Americans over 65 or with certain disabilities.

Needs: the basic needs required to survive.

Net weight: total contents; net weight shown on a label includes food product and liquid.

Opportunity cost: the value of what you give up doing when you decide to do something else; the difference between the return on one investment and the return on an alternative.

Permanent life: life insurance that is designed to provide lifelong protection with generally level premiums; the three main types are whole, universal, and variable.

Policy: a contract or agreement made between the insurer and the insured.

Premium: the payment made to the insurance company for insurance coverage.

Product-testing agency: compares different products according to established criteria and publishes the results for consumers to use to make purchasing decisions.

Recession: a period of reduced economic activity.

Soft information: may be judged differently by each person; includes evaluations such as quality, durability, and usefulness.

Term life: life insurance that provides coverage for a specific period of time, usually from 1 to 20 years; term policies provide a death benefit only if the insured person dies during the term.

Umbrella liability insurance: extends over your existing insurance coverage and begins paying out once your auto or homeowner's coverage is exhausted; for $150 to $300 a year, depending on where you live, you can get $1 million of coverage. 

Underwriter's Laboratories: establishes safety standards and tests appliances, equipment, and materials that could be fire, electric, or accident hazards, or could be used to stop the spread of fire.

Unemployment insurance: provides income for a limited time to unemployed workers.

Universal life: a permanent policy that gives the owner the right to vary premium payments and the death benefit within certain prescribed limits.

Value Card: allows you to save on certain items when you shop at a particular store.

Variable life: a permanent policy under which the cash value of the policy may fluctuate according to the investment option performance of a separate account fund; most variable life policies guarantee that the death benefit will not fall below a specified minimum.


Wants: things you don't really need to spend your money on.


Whole life: a permanent policy designed to last for life and for which premiums stay level.

 

Closing Statement

ACCESS Education Systems was developed as a tool to train and educate individuals and families concerning important money management skills. With Bankruptcy Reform, a message was sent from our regulators to all Americans regarding the importance of putting our financial houses in order. ACCESS Education Systems provides individualized education to help  families achieve their dreams of financial independence. The principles in this Family Financial Training Course contain many of the initial steps to achieving long-term financial prosperity. It is a part of the ACCESS Education Systems Series providing new and effective means by which millions of the nation's families can learn the skills of personal financial management and establish a happier and successful future.


In addition to ACCESS Education Systems albums, ACCESS Educational Systems has an interactive website containing hundreds of articles and resources including newsletters, bulletins, and online courses to resolve any financial issue facing you today. ACCESS Education Systems offers renewed hope to those struggling with debt and financial pressures and provides sensitive, personal assistance, and assurance to all families. ACCESS Education Systems leads the way with empowering, financial information that will enable you and your family to have fun while developing the skills and knowledge that will allow you to achieve an improved standard of living today and have a brighter financial future.
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What Will You Buy?

Item Cost  Want Need Total
Ice cream sé00 QO O
Milk (gallon) $3.35 Q o
Bottled water (6 pack) $550 A 3
Apples sisonb @ O
Bread $240/l0af 3 O
Eggs $1.25/doz A 1
Steak s6.00lb. 3
Chicken breasts s200/b. @ O
Green beans sidorb. @ O
Soda $100/ier @ O
Orange juice $1.60/an A O
Soap. $1.00/bar A QO
Lettuce $1.50 a a
Tomatoes sl2s/b. @ Q
Cereal $2.50 a a
Mushroom soup ~~ $1.00/can 4 3
Twinkies $1.00/pkg [ 3
Tuna fish $.80can O O
Potatoes $3.00/bag A O
Lotion s350 QO O
Bananas $.70 oo
Doughnuts $250/doz A 11
Shampoo $2.40 =T
Peanut butter $2.80 a a
TOTAL (must not exceed $25.00)






