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What is this lifestyle of success? Is there something magical about it? Are some people 

just luckier than others? Isn’t it amazing that you can drive down streets in America and find 

neighbors, living side by side, both earning the same income, yet one has a lovely well 

maintained home, nice clothing, new cars, and all the trappings of success, while the other lives 

in a house that needs painting, wears hand-me-down clothing, drives an old clunker, and is 

always broke? Why? What does one do that the other doesn’t? 

  

Over the next few chapters I am going to define the differences between the Lifestyle of 

Success, the Lifestyle of Failure, and the Lifestyle of Ordinary, and do so in a way that will help 

you determine which lifestyle you are currently living. Let’s begin with the Lifestyle of Success. 

 

 

The graph in Figure 1 above shows the growth process that occurs when we live this 

Lifestyle of Success. The left, or vertical, axis of the graph represents income, while the bottom 
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nice thought isn’t it? Not only is it a nice thought, it’s what happens when you live the Lifestyle 

of Success. But, once again, what is this Lifestyle of Success? Let’s use another graph to 

illustrate what you have to do in order to live this lifestyle. 

 

Figure 2. 

As in Figure 1, the left or vertical axis represents money, and the bottom or horizontal 

axis represents time. I do not show specific numbers on either axis, because this graph is 

designed to illustrate a concept, not specific amounts of money or periods of time. 

 

The horizontal line at the top is labeled “Earned Income” and it represents the earnings 

from your job. Notice it is constant over time because it represents your earnings, whatever they 

might be. Whether you make a little or a lot, it’s the amount you earn working. The horizontal 

line below it is titled “Standard of Living” and it represents the money you spend to maintain the 

lifestyle in which you are living. The example in this graph depicts someone who may be living 

the Lifestyle of Success, because the standard of living line is under the Earned Income line. 
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card offers and the lure of easy money. The sad part about all of these things is that they 

unknowingly start many young people down a road destined to lead to a Lifestyle of Failure. 

 

 In the last chapter, I graphed the Lifestyle of Success and explained how it worked. Now 

let’s do the same with the Lifestyle of Failure. 

 

Figure 3. 

 If you go back and review the graph in Figure 2 and compare it with the one above, you 

will notice that they look very much alike. Both have a spread between earned income and 

standard of living, and what is done with the difference between the two creates a diagonal line 

here just as it did in the Lifestyle of Success graph. 

 

 Although the graphs look the same, the difference is huge. Instead of the gap between 

earned income and standard of living being income to invest, in Figure 3 it represents debt. 

Instead of the diagonal line representing a growing stream of unearned income, here it represents 

the increasing burden of debt service. And most importantly, instead of the point where the 

diagonal line intersects the earned income line representing functional retirement, here it 

represents bankruptcy or the point at which you can no longer make the payments on your debts. 
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independence. Why? What do they do that keeps them from reaching this goal? That’s what this 

chapter is about. 

 

 Just as I did in the previous two chapters, I can graph the Lifestyle of Ordinary. Figure 4 

below shows the overall behavior of people living this lifestyle. I will explain this in detail, and 

then later in the chapter I will show you how those who enjoy the Lifestyle of Success avoid the 

missteps made by average people. 

 

Figure 4. 

 Once again, the vertical axis represents income and the horizontal axis represents time. In 

this example, you can see that people living the Lifestyle of Ordinary live a standard of living 

below their earned income and invest the difference. Just as with the Lifestyle of Success, this 

creates a diagonal line representing unearned income. So far so good!  

 

 The unearned income line is growing, just as it should, but then it takes a dip labeled 

“boat.” This happens when Mr. Ordinary discovers that he can pay his bills on time and has 



49 
 

 

Figure 5. 

When you see it on a graph, it’s pretty simple, isn’t it? The secret is to segregate your 

funds and understand that your standard of living is made up of two parts. One is the daily 

standard of living or what it takes to live from week to week, things like groceries, utilities, rent 

or house payments, gasoline, and other regularly occurring expenses. The other is your overall 

standard of living, which includes those large periodic purchases and annual expenses that are in 

addition to day-to-day living costs. Mr. Ordinary fails to plan for this second part and has to dip 

into retirement funds for the bigger purchases. 

 

In Figure 5, you can see that with the exception of the special purchases account, it is the 

same as the graph of the Lifestyle of Success in Figure 1. The difference is, understanding how 

big purchases fit into your overall standard of living. Standard of living is what it costs you to 

live today. If you live in a big house, drive a fancy car, have a boat or airplane, the cost of all of 
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Let’s look at the role patience plays in building financial independence. Would you 

believe that you can drive a Chevrolet or a Cadillac for the same money? That’s right! You read 

correctly! You can drive a Chevrolet or a Cadillac for the same amount of earned income. Want 

to know how? Well, look at the chart in Figure 6 below. 

Figure 6. 

This chart is divided into two sections. I’ll refer to the left side of the chart as Mr. 

Ordinary and the right side as Mr. Financial Independence. Mr. Ordinary buys a $22,000 

Chevrolet and finances it at 10% annual interest for 60 months. (I know, you’re thinking that you 

can finance a new car at 0% interest; but if that were really the case, why would car dealers offer 

you the option of 0% financing or a large “cash back bonus”? The reason is simple; the price of 

the vehicle is inflated to include the interest you aren’t being charged when you finance at 0%, 

but if you pay cash, they will give it back to you.) Anyway, I’d prefer to be upfront about it and 

show you that Mr. Ordinary’s payments are $467.43 per month for 60 months, which includes 

interest.  
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No matter what you have done in the past, you have already embarked on your own 

personal journey through life. Up until now it may have been a wandering journey with no more 

direction than trying to make it to the next paycheck. Whatever you’ve done in the past, it is only 

part of your journey through life; it isn’t your whole life. Today is the first day of the rest of your 

life. If you don’t like where you are or what you’re currently doing, you can set new goals, 

change direction, take different actions, and become a new you. Yes, it takes courage and 

commitment, which is where I come in. I’m going to give you some new ideas and help you 

develop a different outlook on life. You may have never thought about it in the way I’m going to 

discuss here, so before I ask you to determine where you currently are on your journey, let’s talk 

about the journey itself. The following chart illustrates a simple fact of life. 

 

Figure 7. 

As you can see in Figure 7, everyone’s journey through life involves getting from birth to 

death, and the cost associated with doing so. How much is that cost? Who knows! It all depends 

on the length of the journey, how you conduct yourself on the trip, and when you pay for it. 

Some people live only for the moment and never worry about tomorrow. They take the approach 
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out by determining not to become one of them. They certainly don’t need the competition. The 

decisions we make day to day determine the amount of joy or pain we experience on life’s 

economic journey. 

 

Financial success means many things to many people, but financial independence is the 

same for everyone. Financial independence is the point at which you can continue to live your 

chosen lifestyle from the income generated by your investments. It’s the “chosen lifestyle” that 

varies, not the definition of financial independence. Whether your chosen lifestyle requires 

$3,000, $30,000, $300,000, or $3,000,000 per month, you cannot be financially independent 

until you have an adequate stream of income from your investments to sustain whatever lifestyle 

makes you happy. Keeping this in mind, let’s take another look at life’s requirements. 

 

Figure 8. 

As you can see from Figure 8, what you spend today pays for the days starting at birth 

and moving toward death. What you invest today pays for days moving from death back toward 

where you are now. With this in mind, can you see how life becomes a balancing act? Can you 
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Figure 9. 

Figure 9, above, is a graphic representation of what everyone’s weeks look like. For ease 

of demonstration, we have divided each day into three blocks, each consisting of an eight-hour 

period of time. In this regard, everyone is equal. Time is a commodity of which we are all 

granted the exact same amount. You cannot save time, hoard time, bank time, or accumulate 

time. You cannot acquire time, purchase time, inventory, or collect time. You can only spend 

time. It’s how you spend time that determines what you accomplish in life. There are many ways 

to spend time. You can spend it usefully, constructively, beneficially, creatively, efficiently, 

positively, productively, and wisely; or you can spend it wastefully, foolishly, frivolously, 

extravagantly, lavishly, carelessly, and inefficiently. If you think about it, you can come up with 

hundreds of other ways you can spend time, but not a single way to get more of it. 

 

So, if you can only spend time, what can you do to become more financially successful? 

The answer is simple: you improve yourself. Through education and practice, you learn how to 
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produce more in the same amount of time. For example, if you are a typist and you type 40 

words a minute accurately, you can become twice as valuable by increasing your typing speed to 

80 words per minute with the same accuracy. This is done with practice. If you take a medical 

first responder course, you may be able to get a job with an ambulance crew, but if you are 

willing to dedicate years to intense study, you can become the doctor who treats the patients the 

ambulance crews bring to you. We don’t need to tell you how much difference there is between 

the compensation of a doctor and that of an ambulance-crew member. This is due to education. 

In both of these examples, we’re talking about ways to make the time you spend more valuable, 

not have more of it. Unfortunately, most people try to get ahead by spending more time rather 

than by improving the output of time spent. Let’s look at a typical workweek. 

 

Figure 10. 

The chart in Figure 10 shows how ordinary people spend their time. They typically spend 

five of their eight-hour blocks of time working, seven of them sleeping, and have nine left over 
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my grandmother about it or hide it to look at later. She must have realized what I’d found, 

because she said, “Honey, I saved that letter to give to you when you were old enough to 

understand. It was a letter that came to your mother when they were in the process of getting 

divorced. I forgot about it being up here with all this junk.” 

 

My grandmother was always the one person I could turn to for support. She was a small 

woman who insisted on all her grandchildren, nieces, and nephews calling her by her first name, 

Sallie. She would stand up for me when she was around Paul, and I felt that she was the only one 

who really understood my plight. My one big problem with both my mother and Sallie was that 

they would never tell me anything about my father. Now I had a letter with an address, albeit 16 

years old, that I could write to and maybe get a response. That’s just what I did. That very night I 

sat down and wrote a letter that would alter my entire direction in life. The following exhibit, 

Figure 11, is a copy of the front of that letter: 

 

Figure 11. 
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Figure 12. 

I tell this story, because of its significance later in my life. I’ll jump ahead a bit and 

explain that, later in life, after I had achieved much success, a number of people, who didn’t 

know me during these early years, would assume that I had been born with a silver spoon in my 

mouth. This misperception was probably caused in part by my dad. For several years prior to his 

death, I heard reports from people that he had told everyone he had provided the money to help 

me get started. Out of respect, I never revealed the truth until after my father’s death, but a big 

part of developing my tenacity and drive is depicted in Figure 12. You’ll have to admit, it 

doesn’t have much resemblance to a silver spoon. 

 

The move into the attic apartment and acceptance of the job with the encyclopedia 

company were some of my first steps into the Learning Years. Throughout the next several 
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Figure 13. 

The next morning, I picked up the note, unfolded it, and looked at what I had written. I 

WILL BECOME A MILLIONAIRE BY AGE 30 AND RETIRE BY AGE 50. As I stared at 

the words and contemplated the possibilities, a chilling thought passed through my mind, “Is this 

really possible, or am I just kidding myself?” Then I thought of the $80 weekly salary I’d been 

making. I took out a pencil and multiplied it by 52 weeks. It came to $4,160! That was my salary 

for a whole year. When I divided it into $1,000,000, I couldn’t help but laugh at the result. Based 

on what I was making at the factory, it would take a little over 240 years just to earn a million 

dollars, let alone be worth that much, and for the first time I understood the power of goals. The 

written goal to become a millionaire by age 30 let me see that finding another $80-a-week 

factory job was not the way to go. It didn’t tell me what I should do, but it definitely showed me 

what not to do. 

 

Recalling the advice my mother had given me as a child, “If you want it badly enough, 

you’ll find a way to get it,” I knew that if I wanted to be successful, I would have to learn from 

winners, not losers. If my goal was to build wealth and become financially independent, I would 

need to seek advice from people who knew something about the subject. The only suggestion I 
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Figure 14. 

 

Soon after starting my business, I got this message loud and clear. My first attempt to 

advertise my new business, Figure 14, was a disaster. I made this hand-drawn flyer and got 

several copies made. I made several calls on businesses throughout the area that used a lot of 

signs and gave them copies of my flyer. I was proud of it, so I couldn’t understand why I wasn’t 

getting any calls. When I was trying to learn how to price my work, I had made anonymous calls 

to several established sign companies to get price quotes, so I knew that the prices I was quoting 

were less than what the companies were currently paying. Finally, I just pointedly asked the 
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Figure 15. 

The picture in Figure 15 shows you how your sheets should be laid out. Most of the 

columnar pads come pre-punched to fit in a three-ring notebook style binder, which I 

recommend you use. It will take a little time to set up this system initially, but you will find it is 

well worth the effort.  

 

I’m going to show you how to set this up by hand, the old-fashioned way, because not 

everyone is familiar with using electronic spreadsheets on a computer. If you are computer savvy 

and would be more comfortable using an electronic spreadsheet program like Microsoft Excel, 

by all means do so. The principle and results are the same whether you do it by hand or on a 

computer.  

 

Start by making out a sheet for each payment you pay on a regular basis, including those 

items you pay quarterly, semiannually, or annually. Put the name of the account on the top of the 

sheet, and label the columns as shown in Figure 15. You will eventually need to set up some 

additional sheets, but for now let’s just make ones for the things you “have to pay.” Here’s a 

partial list to help you get started: Electric, Water, Gas/Heating Oil, Phone, Cell Phone, Cable 

TV, Trash Collection, Groceries, Clothing, Newspaper, Credit Card (one sheet for each credit 

card), Other Credit Accounts (one for each account), House Payment/Rent, Car Payment (one 
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Electric Company Name 

Date  Description   Budget Actual Balance 

Jan 1  January    $ 235.00   $ 235.00 

 

As you can see from the example above, I selected $235.00 as the budgeted amount for 

electricity for the month of January. Your entry will be the amount you determined to be your 

average monthly electric cost. Now, stop and complete a sheet like this for each one of your 

accounts. For items that you pay quarterly, semiannually, or annually, enter the amount you 

would need to set aside each month between now and the next due date in order to have the 

money on hand to pay the bill when it comes due. 

 

When you have completed all of your sheets, add up the total budgeted amounts from all 

of your sheets. This total will be the minimum amount you will need to earn for the month to be 

solvent. I say the minimum amount, because you have not yet allowed for any discretionary 

spending. If you cannot earn this amount during the month, you need to stop right here and re-

evaluate your spending. Unless you adjust your standard of living to fit your income, you are 

heading for financial disaster, and it’s better to find out now than to wait until you’re so deep in 

the hole you can’t get out. 

 

I recommend that you set up a special account from which to pay your bills. Once you 

have established the amount you will need to cover your minimum expenses, you will need to 

deposit that amount into the account. This is known as funding your budget. With this amount in 
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the account, when the actual bills come in, you pay them from this account and note the date and 

amount you pay on the next line below your first entry. Your sheets should then look like this: 

 

Electric Company 

Date  Description   Budget Actual Balance 

Jan 1  January    $ 235.00   $ 235.00 
Jan 14  January Payment    $ 231.25 $     3.75 

 

Again using the Electric Company sheet as an example, you can see that the actual 

amount was less than what was budgeted. When you subtracted the actual from the budgeted 

amount, it left $3.75 remaining in the account. You will leave this amount in the account and 

budget an additional $235.00 for the month of February. After doing that, your sheet now looks 

like this: 

Electric Company 

Date  Description   Budget Actual Balance 

Jan 1  January    $ 235.00   $ 235.00 
Jan 14  January Payment    $ 231.25 $     3.75 
Feb 1  February   $ 235.00   $ 238.75 

 

As you can see, your electric account now has $238.75 budgeted for February. “But,” you 

say, “What if my electric bill is more than what I budgeted?” Good question! Let’s continue with 

the assumption that that’s exactly what happens in February. After paying the bill, your sheet 

should look like this: 
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Electric Company 

Date  Description   Budget Actual Balance 

Jan 1  January    $ 235.00   $  235.00 
Jan 14  January Payment    $ 231.25 $      3.75 
Feb 1  February   $ 235.00   $  238.75 
Feb 14  February Payment    $ 247.65 $     -8.90 

 

As you can see, your account is now in the negative by $8.90. When this happens, what 

you need to do is budget another $235.00 for the upcoming month plus the shortage from the 

prior month. When you do this, your sheet should look as follows: 

Electric Company 

Date  Description   Budget Actual Balance 

Jan 1  January    $ 235.00   $  235.00 
Jan 14  January Payment    $ 231.25 $      3.75 
Feb 1  February   $ 235.00   $  238.75 
Feb 14  February Payment    $ 247.65 $     -8.90 
Mar 1  March    $ 243.90   $  235.00 
 

For March, you needed to put more into the electric account than you did in the previous 

months just to get the balance back to your regular monthly budgeted amount. That’s why I refer 

to this as flexible budgeting. It allows you to correct shortages immediately rather than having 

them unknowingly accumulate until they cause problems. You should leave any overages in the 

accounts to help compensate for future shortages that may arise. If you consistently run short 

each month, you will need to adjust your budgeted amount upward. Likewise, if you budget 

more than you need for several months, you can adjust what you put in the account to a lower 

amount. You will do this for each of your accounts each month. When you total the amount you 
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will need to meet you regular expenses, you will find that it fluctuates up and down a little each 

month. 

 

For those accounts that you pay quarterly, semiannually, or annually, your sheets will 

look a little different. The following is an example of what your sheet for auto insurance may 

look like if you pay the premium semiannually in June and December. 

Auto Insurance 
Premium due $435.00 in June and December 

 
Date  Description   Budget Actual Balance 

Jan 1  January Budget  $    72.50   $    72.50 
Feb 1  February Budget  $    72.50   $  145.00 
Mar 1  March Budget   $    72.50   $  217.50 
Apr 1  April Budget   $    72.50   $  290.00 
May 1  May Budget   $    72.50   $  362.50 
June 1  June Budget   $    72.50   $  435.50 
June 10 Semiannual Payment    $ 435.00 $        -0- 
July 1  July Budget   $    72.50   $    72.50 
 

In this example, one-sixth of the semiannual premium was budgeted each month. This 

amount was placed into the bank account to cover the premium when it came due. When you 

plan this way, you avoid being caught in a bind when these larger, less frequent expenses come 

due. With this system, you always know how much of the money in your bank account is needed 

to cover these larger expenses. By adding up the amounts in the balance column of all your 

sheets. you can know at any given time how much money should be in your bank account to 

meet your upcoming obligations. This is important, because even if your intentions are good, 

without a system like this in place, it is very easy to spend the money and then come up short 

when the large bills come due. 
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you can’t have a little fun in life too. If you do, you’ll constantly be tempted to dip into your 

retirement account to fill your emotional needs for merriment. 

 

Once you’ve established your budget for retirement and contingencies, look at the money 

you have remaining, and allocate it to discretionary spending. You may want to spread it over 

several discretionary accounts. For this example, I’ll use the Dining Out account to demonstrate 

how this works. You will set up a sheet titled Dining Out just as you did for the other expense 

accounts. Select an amount based on your remaining funds that you would like to spend on 

dining each month. Your sheet may look similar to the example below: 

Dining Out 
 

Date  Description   Budget Actual Balance 

Jan 1  January Budget  $ 100.00   $  100.00 
Jan 8  Dinner @ ???     $    42.50 $    57.50 
Jan 22  Dinner @ ???     $    32.65 $    24.85 
Jan 26  Lunch @ ???     $    12.50 $    12.35 
Feb 1  February Budget  $ 100.00   $  112.35 
Feb 14  Dinner @ ???     $    58.85 $    53.50 
Feb 22  Dinner @ ???     $    28.25 $    25.25 
Mar 1  March Budget   $ 100.00   $  125.25 
Mar 6  Lunch @ ???     $    13.50 $  111.75 
Mar 12  Lunch @ ???     $    16.35 $    95.40 
Mar 20  Dinner @ ???     $    56.45 $    38.95 
 

In this example, you budgeted $100.00 per month to dine out. Each time you ate out, you 

recorded the expenditure on the Dining Out sheet and deducted the amount you spent from what 

was in the account. Since you planned on spending a budgeted amount of $100.00 per month, by 

keeping your sheet current, whenever you get the urge to go out for dinner, you can refer to the 

sheet and make an informed decision as to whether you can afford it and, if so, how much you 

can spend without having to charge it. 
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you can get a pad of sheets with 13 columns and use it to show an entire year on a single page. 

Your cover sheet should look like this: 

Budget Reconciliation Sheet 

Description   January February March April 

Beginning Bank Balance $    500.00 $1,150.00 $1,380.00 $   850.00 

Budgeted Amount (memo) $3,500.00 $3,650.00 $3,600.00 $3,550.00 

 

Amount Deposited  $3,500.00 $3,650.00 $3,600.00 $3,550.00 

Actual Expenditures  $2,850.00 $3,420.00 $4,130.00 $2,975.00 

Ending Bank Balance  $1,150.00 $1,380.00 $   850.00 $1,425.00 

 

This cover sheet gives you a quick snapshot of how you did each month and shows you 

how much money you should have in your bank account from which to pay your bills. Let’s take 

a minute and analyze the information in the above example. You can see that you started with a 

Beginning Bank Balance in January of $500. Your budget for the month was $3,500. You funded 

your budget by depositing that amount into the bank account. Although you budgeted and funded 

$3,500 for the month, you spent only $2,850. The difference was money representing a month’s 

share of your quarterly, semiannual, and annual payments plus any other budgeted funds you 

didn’t spend. Since you didn’t pay out these amounts in January, your bank balance grew from 

$500 to $1,150. At this point, without your budget, you might be tempted to spend this extra 

money. 
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Figure 16. 

 

Less than a hundred feet up the hill I found a water system that functioned like the one 

depicted in Figure 16 above. I unearthed the corner of a large concrete structure buried in the 

ground and began clearing the dirt from it. In the process, I uncovered a concrete lid that was 

covering a large access hole in its top. I slid the lid back to reveal a large tank partially filled 

with water. The pipe I had broken was coming from a spot about a foot above the bottom of the 

tank. There was a second pipe, with water trickling from it, coming into the tank near its top on 

the uphill side. A third pipe was sticking out of the tank on the downhill side near the top. I dug 

around the upper pipe and found that it ran a few feet up the hill to a smaller concrete bowl that 

was completely filled with mud and silt and covered with a large flat rock. When I cleaned out 

the bowl, it revealed a spring with water flowing from under a large rock into the concrete bowl. 
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The more I thought about it, the more I realized that this primitive water system that 

regulated the supply of water to the houses operated very much the same way cash reserves 

regulate your day-to-day financial needs. Here’s the same figure, but with the labels on it 

changed. 

 

Figure 17. 

 

Do you see the similarity? In Figure 17, the spring is depicted as your job or source of 

income, and the pipe into the tank is your salary or wages. The reservoir is your bank account in 

which you build up cash reserves. Money flows from your job into the bank account. The line 

coming from near the bottom of the reservoir is the flow of funds that pays for your living 

expenses. When the faucet is opened, demand for water from the houses below is greater than the 

flow from the spring. When it is closed the rest of the time, the trickle from the spring is keeping 
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the faucet would be the same as the flow of salary or wages from your job unless you allow some 

to build up cash reserves. In financial terms, this is called living from paycheck to paycheck. 

When you live this way, any little unexpected expense becomes a problem. When you 

consistently spend more than you make, it can become a major problem. Everyone needs to have 

some “mad money,” but when spending frivolously comes at the expense of building cash 

reserves, it will ultimately become quite depressing! 

 

Figure 18. 

 

Unless you like living paycheck to paycheck and having no financial security, the flow of 

living expenses as shown in Figure 18 has to be reduced to less than your flow of income. There 

are two ways to do this: earn more or spend less. Either one requires an adjustment in the way 



329 
 

Figure 19. 

 

As shown in Figure 19 above, debt payments have the same effect that having cracks in a 

water reservoir would have. If you left the faucet open, eventually the flow of water from it 

would be reduced to less than the trickle coming in from the spring because of what escaped 

through the leaks. Even after the faucet is closed, the leaks would still cause it to take 

substantially longer for the reservoir to refill. 

 

The way to avoid becoming caught in this trap is to put part of your earnings into a 

savings account as soon as you get paid and then adjust your lifestyle to live on what’s left. By 

making regular deposits, you will slowly build up cash reserves that can act as a cushion to help 

you cover intermittent or unexpected expenses without having to go into debt. Once your cash 
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