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Good Money Management Makes Good Family Sense

“Money cannot purchase what the heart desires.” – Chinese proverb.

“For the love of money is the root of all evil: which while some coveted after, they have erred from the faith, and pierced themselves through with many sorrows.” – The Bible

 Effective money management is an essential requirement for a happy and successful marriage and family. We all know this. So why are so many people in trouble with money? Why is money right up at the top of most significant contributors to broken marriages – and broken lives?

This column won’t spend much time giving advice on how to successfully handle your money. There is plenty of that information around and we encourage you to take advantage of it.

However, there is benefit in periodically being reminded of a few basic principles.

1. Know how much you have and how much you spend; or in other words, develop a budget.

2. Stay within your budget; or in other words, outgo should not exceed income.

We have had the opportunity to work with couples on financial planning and some of the basics of money management. It’s amazing how such an effort enhances the overall relationships in the marriage and the family. When you learn how to resolve financial conflicts, you are well on your way to more successfully resolving conflicts in general.

One couple we worked with, we’ll call them the Smiths (trying to keep up with the Jones), got themselves into trouble initially through credit card debts. Then in order to make payments on the credit card debts they took advantage of pay day advance cash loans. Both of these institutions may have their place in society, but it is difficult to keep them within the bounds of the two basic principles outlined above.

The Smiths initially were able to obtain a loan to pay off the credit card debts and some of the pay day loans, but pressure to keep up with the Jones and the desire to buy nice things for the family overcame wisdom and resulted in more pay day loans. Now it appears that without some very hard work and almost impossibly long hours bankruptcy may be the only solution.

Bankruptcy is not a fun solution. Most people who have gone through bankruptcy will tell you that the cure is almost worse than the sickness. And if you haven’t eliminated the cause of the sickness, it will probably return.

In his book entitled “The Debt Squeeze,” Ron Blue gives us three common misunderstandings about credit card borrowing:

1. Credit cards will enable us to purchase items “we can’t live without.” Advertising is very effective in convincing us that we must have “it.” The best cure for this ailment is to carefully define “need” versus “want” for your family ahead of time and together. Then stick to purchases of “need” and only go to the “wants” out of a clearly defined budget item. Never impulse buy.

2. Credit cards make us creditworthy. This is also wrong. What gives us good credit is making payments on time. The fewer payments you have the easier it will be to make them on time. If you pay off purchases made on credit completely and when they come due, you will have good credit and stay within your budget. A rule of thumb to remember is never to purchase anything on credit you don’t have the money to pay for now. Credit cards should be used sparingly and only for convenience – yours.

3. You have to have a credit rating. As Ron points out, this is very deceptive. Credit ratings have no absolute meaning or value. To establish a good credit rating, simply pay your bills on time, and establish some banking relationships: maintain checking and savings accounts. You don’t need to borrow to have a good credit report.
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