 Financial Survival in Difficult Times

Introduction 

Everyone experiences unpleasant circumstances that are temporary and beyond our control. These unanticipated events include natural disasters, medical problems, loss of a job, divorce, etc.  We are caught off guard as the unfortunate event unfolds and can be quickly overwhelmed. An Emergency Plan is needed NOW!

The purpose of this brochure is to provide a few ideas regarding emergency support, how to assess the situation, take immediate action and to establish a recovery plan.  

We are fortunate that local municipalities, counties, the State of Texas, and local private and church organizations have resources available to assist families during these difficult times.   [See p.15]  
It is easy to forget that each of us has resources that we may otherwise take for granted.  This is a great opportunity for family, friends, and church groups to become closer.  Don’t underestimate the power of a support group.  At the very least, we each need someone to talk to, discuss immediate problems and possible solutions.  
Begin the Process
Temporarily STOP spending money, including paying your bills, until you can objectively evaluate your situation. 
· Your financial resources are limited, make the most of them.  Temporarily stop spending money until you have the opportunity to list your priorities. Then determine what to pay, what to buy, and when.
DISCUSS the situation immediately with your spouse, family member or close friend.  Don’t Wait!
· Determine if this is a short-term setback or a serious and potentially ongoing problem. 
Take OWNERSHIP for corrective action.  Regardless of the cause of this difficult situation, YOU are now responsible for finding a solution. 
· You must be committed to making the solution work, regardless of how painful it may be in the short term. 
“Whatever you ask for in prayer, believe that you will receive it...”      (Mark 11:24)
What Should I Do?

Many emergency situations can ultimately evolve into a financial crisis. While we cannot adequately address legal, medical, moral or family implications in this pamphlet, we will try to focus on dealing with the related financial aspects.  
To draw an analogy with handling a medical emergency  
1) Stop the bleeding! Get vital signs and determine the underlying cause(s).  
· Stop your spending until you assess the situation and examine the underlying problem(s). 

2) Stabilize the situation. A splint, for example, temporarily restricts movement to promote healing.  
· Avoid financial commitments and spending so as not to aggravate the financial injury.
3) Focus on a regimen for rehab and recovery.
· Develop and implement a plan to make the needed adjustments to your lifestyle.   

Step 1     Assessment

Prioritize your needs.  Generally that includes:
Water (for drinking, cooking and bathing); Food; Shelter; 

Transportation (particularly when no public transportation exists); 
Utilities (phone, electric, natural gas); Medical (including non- routine issues); Clothing (basic necessities); Savings [or an Emergency Fund]; Entertainment/Recreation 
Do not aggravate the situation!  
· Do not use credit cards—it will only make the situation worse.   Be careful and aware of risks using debit cards. 
· Reduce cash spending. Prohibit impulse buying by all family members. 

· Stay Healthy.  Drink lots of water, take medical prescriptions, eat healthy, maintain good personal hygiene. 

Remember, sick parents can’t possibly function at their best, whether the task at hand involves seeking employment, evaluating solutions or normal parenting duties.  Sick or excessively anxious children, likewise, are unable to function normally. 

Analyze Spending
You must document monthly spending (all expenses) before you can develop a lasting solution to cash flow problems.  An ‘Expense Checklist’ is available in the back of this pamphlet.  Use It! 
Many folks believe they can estimate expenses, but may not think of little things they buy, like morning coffee on the way to work or soda at the office. These can easily add up to $1,000 per year.  Keep track of your spending for a month or two. You may be amazed where the money goes.  If you are experiencing financial difficulties you cannot avoid this part of the assessment process. There is no short cut.  You owe it to yourselves and your family to deal with the facts, not wishful thinking or estimates.
Review spending by all family members, regardless of payment method (cash, check, debit card or credit card).  Although some families use only cash, tracking expenses can still be done efficiently if everyone documents their spending each day.  These amounts must then be entered on the Expense Checklist worksheet.  Categories that don’t apply can be ignored.  For simplicity, amounts may be rounded to the nearest dollar.  
Sources of Income
After you know how and where you are spending your money, evaluate your disposable income. For those employed, this is income after deduction of payroll and income taxes. 
Don’t forget income from other sources such as tax refunds, part time jobs, financial gifts, contributions from family, friends and local or state organizations.
The Big Picture 

Once you have compiled this information, compare expenses to income.  The Family Planner form at the back of this pamphlet can be very helpful for this important exercise.  At a glance you can see the amount of income generated versus the money being spent.  Don’t be surprised if expenses exceed income by more than you anticipated!  Negative cash flow is not unusual in a financial crisis situation.  During a financial emergency, it is critical that we practice a fundamental principle necessary for survival…
SPEND LESS THAN WHAT YOU HAVE 

Step 2     Develop a Plan
Getting Started—Reduce your spending Today.  You cannot afford to wait!           [See Helpful Ideas later in this pamphlet]

What are the “non-essentials” you are willing to give up in the short term to resolve your financial crisis? Your income determines the maximum limit for your spending.  Consider generating additional short-term income from overtime work, a part time job, garage sales or the sale of large possessions such as furniture or a second vehicle.  

Look closely at family spending habits.  Be flexible. 
Don’t continue to do the same thing and expect different results.  
Re-evaluate everything your family does and how you spend your limited resources.  What is really important?  Have you confused Needs with Wants or Desires?  

While you are discussing family spending, prepare everyone to make a mental adjustment to the idea of a temporary change in living standards.  Explain the reason for the change (loss of job, reduced working hours, medical expenses, overspending etc.) and remind everyone they must work together to quickly resolve the cash flow problems.  To be successful, it must be a team effort.  
Have a Frugal Attitude
Have you noticed that some people are always upbeat despite their problems?  They recognize that their setbacks are not insurmountable.  Try to view your financial problems with that same attitude.  Lasting solutions often require time, patience, discipline and hard work.  The focus of financial solutions should be toward finding ways of enhancing income, coupled with aggressive efforts to reduce living expenses.  It is your problem to solve, regardless how it happened.  Your actions now will ultimately help resolve the problem.  You cannot control what happened in the past, but you can control how you respond now.    
How to Document Your Financial Crisis

Consolidate Information: The enclosed Expense Checklist form is a detailed list for all family expenses.  Fill it out for the current or past month.  Not all items will apply to you.  If you have an item not listed, just add it to the list.  Many people think they will remember what they spent and they’ll record it later, but that’s not how you collect good information. You are dealing with your family’s future, so be thorough.  Focus on the facts, not what you anticipate could happen under ideal circumstances. Be Realistic! 
The most important objective here is to get all family members to discuss their itemized spending each month.  List all expenses in one of the categories or create a new item, if necessary.  The goal is to develop an expenditure list for the family; this is no time to confront or criticize anyone about the past.  Just collect factual current information.  

Hint: The check register or monthly bank statement provides a list of most expenditures.  Don’t forget to allocate “cash” items to one of the expense categories on the form.  If you access bank information on the internet, check out free programs that categorize your expenses and provide a monthly list of expenditures.
Finalize Documentation: Transfer all Expense Checklist items to the Family Planner for the current month.  There are fewer categories in the Family Planner. Combine similar expenses so you can see the big picture. Then complete an estimate for each category over the next 3-6 months. Determine if the recent cash shortfall will remain about the same, or get worse?  
The Conclusion: The next step is the most difficult part of the evaluation.  If the Budget tells you there is a shortfall in monthly cash flow, even if it is only $100, then you must prioritize payments of all family expenses.  

This “forced ranking” or prioritization is absolutely necessary.  At the top of the list are the items to be paid first for necessities followed by the less critical expenses; perhaps some payments can be temporarily postponed or reduced.  You must choose: Is it better to pay the current electric bill or buy food?  Do you repair the car brakes or buy gas?  
If there is only one parent in the family, then a close friend or family member should be involved during this exercise.  Two or more minds will be more responsive and creative than just one person, who may be overwhelmed with the complexity of the task.  

Timing is critical. Look carefully at “timing” of cash inflow and outflow.  If a utility or rent check is presented at the bank but there are insufficient funds, additional charges will be added by both the bank and the utility company or landlord.  This immediately impacts your cash flow problem and creditors will probably not accept future checks.  Now a really bad situation has gotten worse.  

Reminder:  To move toward successfully resolving this financial crisis, the family must spend less money than it has available.  
Step 3     Implement an Action Plan
Balancing cash-in and cash-out is similar to a balanced diet. It promotes long term financial health. 

After evaluating your family spending using the Expense Checklist and Family Planner forms, you must develop a workable plan to dig your way out of the financial crisis.  It must take into consideration other sources of income and areas of reduced spending as mentioned above. The Revised Budget is now your Emergency Plan.  
Now it’s time to implement the Emergency Plan.  Live by it!  Require all family members to do their part. Reduce expenses for a short period of time so that you can rise above the emergency situation.  Review action items at least twice a week and make adjustments as needed.  Set a target date when you anticipate the emergency measures will be successful and you can return to financial normalcy. Start the countdown.
Talk to Your Creditors
Now that you have decided on a Plan that includes reduced spending that does not exceed your available cash, it’s time to talk with creditors. Proactive communication with creditors is absolutely necessary. It is usually best for you to initiate the communication with creditors. Let them know you have a Plan and explain that future payments may be smaller than previously agreed, but they will be paid.  
Think over and practice what you are going to say before you contact them.  Explain your general situation, your Plan and timeframe to repay them.  Don’t make promises you cannot keep, since that damages your credibility and jeopardizes future arrangements. Try to pay all creditors something each month and strive to pay more on the smallest debts so that you can show quick debt reduction. 
It may be possible to reduce monthly payments.  If you don’t ask, you probably won’t get the best solution.  Arrangements can include return of merchandise, moratorium or reduction of interest, or a revised payment schedule. 
Perhaps later a compromise settlement can be made. Creditors will sometimes accept 60-80% of the debt amount in exchange for a lump sum payment. Be sure the account is marked ‘paid in full’.
Get out and stay out of financial bondage. 
“Owe nothing to anyone, except to love one another;”           {Romans 13:8}
No Wishful Thinking 
Some folks mistakenly believe that if they pay the monthly minimum amount, the debt problem will eventually go away.  Let’s look at the facts.  Example: $1,000 debt with a $20 monthly minimum payment at 20% annual interest will take over eight years to repay the debt.  Total payments are estimated at $2,080 or more than twice the original debt.  That old purchase that was ‘on sale’ now represents a significant impairment to your financial health.   
Dave Ramsey, a noted author and television host recommends drastic ‘plastic surgery’.  Cut up your credit cards and live within your means.  Get out of debt by paying off small debts first.  As those small accounts are repaid, apply more funds to larger credit accounts. The primary goal is to break spending habits of the past which may have caused or aggravated your financial crisis.  

Other approaches that may make sense are to pay off the accounts with the highest interest rates first and/or to focus on the largest debts first. These methods generally reduce interest expense quickly but may not address the psychological dependency of using credit. Regardless of which payment method is used, it is important to pay something on each account every month.    
As the Action Plan is put in motion, your debt load will diminish and you can begin to build a cash reserve—a Rainy Day Fund or Emergency Fund, to plan for contingencies.  As your financial focus changes to the future instead of addressing recurring financial problems, you can enjoy life more fully and save for a more secure future. An Emergency Fund also provides peace of mind. 
Lord, guide us to be good stewards of all you have provided.
Summary of Action Items


Regardless of how or why this crisis developed, the parent(s) must take ownership for the solution. You may need advice and counsel, but ultimately the resolution must rest with the parent(s). 

The family must learn and practice better living habits to reach their immediate goal of resolving the Financial Crisis.  

Once the amount of the cash shortfall is determined, the family must go into “survival” mode and take Immediate Action—do not delay. Time is not on your side.

· Immediately halt all discretionary spending 

· Conserve cash, purchase only necessities  

· Do not use credit cards 
· Be cautious using debit cards or authorizing creditors to directly charge your bank account. Fraudulent transactions and billing errors are increasing.  

· Assign specific actions for each member of the family (and follow up at least twice a week). 

· Contact state and local assistance groups for temporary financial assistance (food, rent, utilities and medical expenses). Start Early. It takes time to collect documents, complete forms and meet with the agency for assistance.  
· Contact family, friends and churches which may provide temporary assistance faster than state or municipal groups.  

· Implement your Action Plan immediately.
Other Areas that Require Attention
Working parents with small children and teenagers must keep track of after school activities. Cell phone contact is not enough! ‘Latch key kids’ require adult supervision. Make prior arrangements with adult friends, neighbors or family members to supervise them or verify their location and activities.  
Social Media is a growing area of concern. Parents should be aware of children and teenager activity on cell phones and the internet. Risks include unexpected financial charges, predator contact, and inappropriate communication on popular sites (Facebook, Twitter etc). 
Remember, you are not alone. 
“Have no anxiety at all, but in everything, by prayer and petition, with thanksgiving, let your requests be known to God.”      {Philippians 4:6} 

After the Emergency is Over
Those of us who successfully overcome a financial crisis have a renewed perspective and an appreciation for living within our means.  We must anticipate those unexpected emergencies that will come along.  Increase the size of your Emergency Fund.  The general concepts of future survival are: 
· Be financially responsible 
· Live within your means 

· Plan for the future 

· Enjoy Life 
· Be thankful 

The long term goal is to get out of debt.  While kids are at home, most of us have car payments and home mortgages.  But as we become empty nesters, plan to pay off all debt before retirement.  What is your long term plan?  
The Boy Scout motto provides a starting point, “Be Prepared”.

There are several sources providing financial guidance in books, on public television and business channels, and on the internet (search Personal Finance, Money Management and Debt Reduction).  Books are available at the public library and at discount book stores.  You don’t need the latest edition since the fundamental concepts don’t change, so focus on how the topics apply to your situation.   

Suze Orman, author and television personality, reminds us to take charge of our own personal finances.  Her books include Women & Money, Nine Steps to Financial Freedom and Suze Orman’s Action Plan.  She also appears on public television programs. Suze focuses on long term financial issues including estate planning.    {www.suzeorman.com} 
Dave Ramsey is another good resource.  His books Financial Peace Revisited and Total Money Makeover are best sellers.  The Dave Ramsey Show can be found on several networks.  A nine week interactive course through Financial Peace University (FPU) is on the Internet and presented at many local churches.  Dave’s primary focus is reducing debt and living within your financial means. He stresses the “Seven Baby Steps”.    {www.daveramsey.com} 
Crown Financial Ministries is another good educational source.  It offers True Financial Freedom classes using specific tools including a 7 Step Money Map program.    {www.crown.org}  
Find an upbeat resource which helps you to reorient your thinking.  Television programs or books from personalities like Zig Ziglar or Joel Osteen can be inspirational. They can help provide a new outlook for dealing with day-to-day challenges. Regardless of current problems, we can improve our situation one step at a time.  As the saying goes, 
“Bloom Where You Are Planted”
“Rejoice always. Pray without ceasing.  In all circumstances give thanks…”     {1 Thessalonians 5:16-18}

God Bless You and Your Family 
[image: image1.jpg]



Helpful Ideas

Cut Your Expenses  
Listening to TV commercials and believing that convenience items have suddenly become a necessity can be expensive. Careful reduction or elimination of a few every day expenses can add up to large annual savings.  A few cost-cutting ideas are provided below.  

Budget Tips 
Differentiate between ‘Needs’ and ‘Wants’ 

Track your spending. Keep bills and receipts. Review monthly. 

Be Realistic (Use actual amounts. Don’t estimate) 

Pay attention to debit card charges 

Be Flexible—Include a Miscellaneous Category 

   
       -Include an occasional ‘Fun’ activity 

Include Savings as an Expense 

Review your Budget monthly. Recalculate as necessary. 

Forgive yourself small transgressions; get back on track quickly.    

Financial Planning 
Reduce Bank Fees—Don’t overdraft your account 

Get out of debt—Pay Off Credit Cards (cut them up) 
Establish an Emergency Fund (expect the unexpected) 
Contribute toward your retirement 

Big vacations can wait (see entertainment alternatives below)
Save More Money 
Add to Emergency Fund---Save your loose change or put $10 or $20 a month in a cookie jar.  Could be $200 in a year. 
Shop with a list. Impulse buying is expensive. 

Take advantage of discounts—seasonal foods and clothes, generic medicine, store brand items.  

Cautiously search the internet for specials. Verify website credentials and look for satisfied customers.
True cost of a purchase—divide cost of item by your hourly pay. Ask…Is it worth it? 

Don’t eat out except for special occasions. 
Food (& Water)
Bottled water is expensive. Take tap water from home.  
Shop a couple of times a month with a list. 

Soft drinks and pre-packaged kids drinks are a luxury. Look for sales and store brands for special occasions. 
Consider using a local food pantry. Savings can be used to pay other expenses. 
Housing (Shelter) 
Your goal is affordable and safe housing. Renting can be less expensive than purchasing. 

Don’t pay for space you don’t need. 

Keep maintenance current. Fix problem areas like leaking faucets or stools quickly. Major repairs or replacement can be more expensive.

Choose contractors wisely. Balance costs with workmanship and reliability. 

Don’t let the ‘American Dream’ become the ‘American Nightmare’ for your family. 

Home Heating and Cooling 
Weatherproof windows and doors.

Ask local utility for free home energy audit. 

Use window coverings to block summer sun. In winter, open shades to let sunshine warm house. 

Automatic thermostat can save big bucks. 

Home Utilities 
Critical utilities (electric, gas, water) can be expensive. Control family usage. 

Pay utilities promptly. Late fees will ruin your budget. 

If utility payments are slow, ask utility for a payment plan. Communicate with the company and honor your pledge.  

Clothing 
Look for sales at discount outlets. 

Purchase previously used clothes from thrift stores. For children, find other families where you can trade or purchase clothing. 

Consider purchasing previously used clothes. 
Assess clothing in terms of quality and endurance as well as price. Consider fabric and wash-ability; not short-lived fads. 
Transportation 
Personal reliable vehicle is necessary where no public transportation is available. Do you really need two vehicles?  
Financing cars, trucks and SUV’s can be expensive. Buy a pre-owned vehicle when possible. 

Purchasing a vehicle (even an old clunker) for cash is best choice. 

Leasing a vehicle is a poor financial choice.

Carpool or borrow or share a vehicle if necessary. 
Purchase minimal insurance from a reputable company and pay on a monthly basis if you are on a tight budget.  

Prescriptions, Drugs, Doctors 

Buy generic or store brand medicine. Ask doctor for samples. 
Ask doctor’s office for a payment plan. 

Emergency/Urgent Care facilities are expensive. Try a local clinic for non-emergency care. 

Communications 
Don’t overpay for the latest and greatest cell phone. Previous model is more than adequate…and less expensive. 

Do kids really need a cell phone? Can they share? 
Shop for lower cost internet, wireless and data plans.

Consider pre-paid cell phone plans. Save big bucks. 

Internet and wifi can ruin your budget. Does basic coverage meet your needs?  Texting is often least expensive. 

Entertainment 
Research free or inexpensive community entertainment. (parks, museums, library, school, church or social group functions) 

Attend high school sport events instead of college or pro games. 

Use the library for free books, movies and internet. 

Evaluate TV and internet packages, but no premium channels. 

Miscellaneous 
Plan ahead for gift giving. Seek thoughtful gifts not expensive ones. Discuss limits for family events. 

Establish limits on family gifts and exchanges, particularly for birthdays and the holidays.

Payday & Title Loans 
Unregulated predatory loans are proliferating in Texas. These small loans, generally for 2-4 weeks, exploit people in need. 
The interest and fees are excessive with initial rates exceeding a 200% annualized borrowing rate. A loan that isn’t paid in full is rolled over with additional fees, and annual rates can exceed 500%. This creates a painful cycle of debt dependence. 

Avoid these loans!  
Generate More Income 

Reducing expenses is only part of the solution.  Consider how you can generate more income NOW.  
Sell your “stuff”, particularly items you haven’t used for a year.  Garage sales are popular and a convenient way to raise some cash.  One man’s junk is another man’s gold.

How about a part time job?  
An additional approach: Encourage your teenager to help someone decorate their house, till the garden or clean up the yard in return for a little cash.  That can reduce the financial burden on parents for new shoes, clothes or an allowance.  And the teenager feels they are contributing to the family needs.

 Partial List of Assistance  
2-1-1 (or 877-547-7905), or    www.211texas.org  

Texas Health and Human Service Commission
972-562-5832 
www.yourtexasbenefits.com 

940-320-4100
   SNAP (food stamps), Medicaid, CHIP (healthcare), TANF (financial) 
Women, Infants and Children (WIC)

800-942-3678         www.dshs.state.tx.us/wichd/ 8785 McKinney Rd, Frisco  469-362-5885 
  
Sources of Financial Information

Books 
America’s Cheapest Family (Gets You Right on the Money)  

   by Steve & Annette Economides 

Everything Guide to Personal Finance for Single Mothers  

   by Susan Reynolds & Robert Bexton 

Total Money Makeover  by Dave Ramsey   (many other books)

Nine Steps to Financial Freedom  by Suze Orman  (other books)

Your Money Counts by Howard Dayton [CrownFinancialMinistries] 

Magazines 
Kiplinger Personal Finance www.kiplinger.com (personal finance)
Money Magazine        www.money.cnn.com  (personal finance) 

Websites  
www.frugalliving.com  or    www.thefrugallife.com 

http://money.cnn.com/magazines/moneymag/money101     

 [Money Magazine; Money 101] gain control of your financial life 

www.crown.org     [Crown Financial Ministries] 

www.daveramsey.com   [also Financial Peace University (FPU)]

www.suzeorman.com  [general financial/estate planning] 
http://www.joelosteen.com/     [non-denominational, motivational]

https://www.ziglar.com/   [Zig Ziglar-motivation]  
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