
Living within your means

Irecall a lecturer at the business school I attended asking how many of us
had a precise idea of what our families spent each month. One attendee
was brave enough to raise his hand, surprising all of us, not least the

lecturer. When asked how he knew, his reply was simple: “I know precisely
what I earn and we spend 10 percent more than that each month.” Sadly,
this is probably true of many people, except that the excess spending may
be even more than 10 percent. The gap between income and expenditure
creates debt.

The first key to successful family finances is to live within your income
and not within your credit limit.

Why do many of us fail in doing what is so obvious? As explained
earlier, it is because of our desire to have more and consume more, now.
We are not content with what we have. As James put it, “each person is
tempted when he is lured and enticed by his own desire” (James 1:14); and,
“You ask and do not receive, because you ask wrongly, to spend it on your
passions” (4:3). This is a spiritual problem, and in particular a worship
problem. It is idolatry. Any reader of the Old Testament will be
disappointed by the number of times it tells us that the Israelites ceased to
worship the God who had brought them out of slavery and instead served
the gods of the people around them, yet we do precisely the same thing.
We worship the things around us in place of God. We respond to the
marketers and the advertisers. Make no mistake, we are bombarded from
all sides with the message that we should consume and enjoy. The
marketers are professionals and know how to entice us. How do we avoid
succumbing?

As with all temptation, we cannot easily change our behavior. Most
people will simply fail. We need the power of God’s Spirit working within
us, but we are also called upon to be proactive in avoiding the temptations.
Look carefully at what Paul taught the Philippians: “Therefore, my
beloved, as you have always obeyed … work out your own salvation with
fear and trembling, for it is God who works in you …” (Phil. 2:12–13).
Consider some of the actions (the “working out” bit) that we need to take
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to resist the temptations of living in our high-pressure world of advertising
and consumerism:

• Do not read the glossy “good-life” magazines. These are filled with
temptations to buy or consume what may not be remotely necessary. I
have stopped even opening the airline magazines, which depict a way
of life which is presented as normal but is not even close.

• Do not watch the “lifestyle” TV programs that extol glamorous or
extravagant living.

• Hit the mute button when the commercials appear on TV and try to
ignore what they are showing.

• Avoid impulse buying. When you go shopping, draw up a list of what
you need to buy and wear blinkers for everything else. Never buy
anything from the displays at the checkouts. (My wife came up with
this one. I am trying!)

• Don’t buy anything that is a bargain if you do not need it. It is no
bargain if you can do without it.

• Politely decline any salesperson who comes to your door. He or she is
almost always selling something that you do not need.

• Do not be tempted to have the latest in anything. This includes
fashions, electronic gadgets, computers and cars. The list is endless.
Keep your old one until it makes economic sense to replace it. I still
wear suits that are twenty years old. They have been in and out of
fashion a few times, so I am not always out of date! While ladies may
be more tempted in the clothing arena, men will be subject to more
pressure with gadgets and cars. Watch yourself.

• Do not spend ostentatiously. I recall a pastor’s wife noting that many
people who have money often live frugal lives and shop carefully,
whereas some people tend to spend freely even if they should be more
careful. The writer of Proverbs knew this long ago! “One pretends to
be rich, yet has nothing; another pretends to be poor, yet has great
wealth” (Prov. 13:7).

Women tend to control daily needs such as food and children’s clothing.
I have noticed that they are generally very good at saving on these items.
However, I have also noticed that men are very good at spending all their
wives’ hard-fought savings! An entire year’s discounts, grocery coupons
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and special offers go on a single new digital camera, mobile phone, TV set
or computer. Men ought to be examples to their families, leading in
frugality and not succumbing to the temptations of the materialistic
market. Again, I am not saying that we cannot enjoy all that God has given
us to enjoy; I am asking that fathers take a lead in setting good and
appropriate priorities for expenditure.

Am I against advertising? Is it the advertisers’ fault that we fail so badly
in these areas? (I do, at least!) Not at all. Advertising fulfills a useful role in
informing us of our choices and is a necessary element (maybe a necessary
evil) in a free-market society. The problem lies with us. We are always to
act responsibly and to resist temptation. How do we do this? The first step
in winning this battle against our desires is by reading and obeying the
Bible. We can only obey it if we read it regularly. The next step is to be a
doer: “But be doers of the word, and not hearers only” (James 1:22). Then,
most importantly, pray. Pray specifically about the temptations around
you and ask God to do what his Word says he will do: “it is God who works
in you …” (Phil. 2:13). Pray with your spouse, pray with your family. When
my youngest son used to accompany my wife to the supermarket, he would
put items back on the shelf if they were not on the shopping list or within
the family budget. Get your family involved.

What if you simply cannot make your income cover your expenditures,
even though you have cut out everything that is not necessary to survive?
Throughout the world there are over one billion people living at or below
the “poverty line” for whom such a scenario is undoubtedly true. I have
encountered such families even in the “rich” first or second worlds. To be
in such a situation implies that you cannot reduce your spending any more.
What should you do? Firstly, do not borrow apart from what may be
needed to feed your family in the short term. You need to find a better-
paying job. Write up a good “résumé” or CV and get this to every
employment agency you can find, answer every advertisement and pray
hard. If you have roughly thirty years of employment left, you will work a
further 60,000 hours. Even if you only get $1 per hour more than in your
previous job, that will add up to $60,000 over the rest of your working life.
If you do not do this, you could find yourself in debt by that amount (or
more) at the end of your working life.
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Income
In the Bible, four legitimate sources of income are mentioned: earnings,
inheritance, return on investment and gifts.1 In this section I will mainly
deal with earnings because this flows from “work,” which is the basis of a
biblical economy. It is probably the largest source of income for most of us
during our working lives. The same principles apply to income sourced
from a pension or from savings.

Many people choose a career driven by the earnings capability of that
career. This is not in itself wrong and, indeed, I was encouraged at the
beginning of my career to use my gifts to make money so that I could give as
much money as I could to the Lord’s work. Good stewardship surely
supports this approach. But all too often our motive is solely to become
wealthy and to create a “good life” for ourselves—in other words, to
practice greed. As we have seen, enjoying all the things that God has
provided for us is not in itself wrong. But our motives and the use to which
we put our incomes are the big issues. We must answer the questions: Why
should we earn as much as we can? How do we spend our incomes? What
are our attitudes to our incomes and wealth? We have already looked at
some of these issues but we need to expand them specifically as they relate
to generating income.

Good stewardship calls on us to earn as much as we can within the
bounds of our talents. Jesus taught that some of us get five talents, others
two and some only one. In this parable, the two who used their talents well
were both commended, but the one who did not use his talent at all was
reprimanded, even cast out (Matt. 25:14–30). The next issue is what to do
with our incomes. If you have a family, then the Bible is clear that you are to
provide for them. “But if anyone does not provide for his relatives, and
especially for members of his household, he has denied the faith and is
worse than an unbeliever” (1 Tim. 5:8). Note that we are called upon first
to provide for our own “household” and then for our relatives. In New
Testament times, and in many cultures today, the household would have
been an extended family. Precedents in the early church give us examples of
caring for our Christian brethren, both in our own churches, in the wider
church and finally for all people in the world. There are many passages
from which we could prove these points but the following are sufficient:
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As for the rich in this present age … They are to do good, to be rich in good works, to be
generous and ready to share, thus storing up treasure for themselves as a good
foundation for the future.                                                                         (1 Tim. 6:17–19)

Let the thief no longer steal, but rather let him labor, doing honest work with his own
hands, so that he may have something to share with anyone in need.             (Eph. 4:28)

Next we need to consider our attitudes to income and how we should
spend it. There are many best-selling books that set out the secret to
becoming rich. Most propose a simple formula: earn as much as you can,
live frugally, avoid waste, avoid debt and save as hard as you can. This is all
good advice but it lacks one ingredient. Why do all this? It may be for very
legitimate reasons, such as providing for our families or our old age. All too
often, however, it is to indulge ourselves later. To do that is better than to
“enjoy now and pay later,” but it is nevertheless still within the credo of our
society to “consume and enjoy.” Greed becomes our consuming passion.
As Christians we may enjoy what God has given us, but our passion should
be to build God’s work here on earth and to do good works with our
wealth (look back at 1 Tim. 6:17–19 above). Riches must never become
“treasure.” Hoarding riches may simply be in order to boast or, perhaps
with slightly more justification, to give us some sense of security. This is a
fine point because we are required to be responsible stewards and to
provide for ourselves and our families. The key issue is the extent of our
hoarding and our attitude toward it. If we treasure these riches, or trust
more in our riches than in our God, we have crossed the line.

The key lesson for succeeding with your family finances is to exercise
self-control so that you live within your income. To do this you will have to
look very carefully at your budget and perhaps reconsider your
expenditure priorities.

Tax
You may be surprised that I include a section on this subject. The reason,
however, is simple: tax may be your largest single item of expenditure!

Most of us probably dislike paying any tax at all (I am one such!).
However, on this very subject Jesus taught us to “render to Caesar the
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things that are Caesar’s, and to God the things that are God’s” (Matt.
22:21). Paul reasoned that the government had a duty to protect its citizens
and therefore argued, “For because of this you also pay taxes, for the
authorities are ministers of God, attending to this very thing. Pay to all
what is owed to them: taxes to whom taxes are owed …” (Rom. 13:6–7).
When we resent paying taxes to wasteful or even corrupt governments (as I
do!), we should remember that Jesus and Paul were writing about the
Roman Empire.

Most Christians will, I hope, at least intend to be scrupulously honest in
paying exactly what they are due to pay. Aim to join David in saying,
“Vindicate me, O LORD, for I have walked in my integrity, and I have
trusted in the LORD without wavering” (Ps. 26:1). On the other hand, I can
see no reason at all why any of us should pay more than the law requires.
That would be poor stewardship. Yet I suspect that many well-meaning
Christians unknowingly infringe the law and probably also overpay,
simply because they are not fully conversant with all that can be claimed. It
is better to get both actions correct.

It is not possible to give a full analysis of all the tax laws that may affect
individuals. Laws differ among countries and also change constantly. So
instead I will give a few examples of tax issues which will hopefully alert
you to ask the right questions of a local expert. Even if you pay only a little
tax, I would advise you to get assistance, perhaps just by calling your local
tax office. I have found these offices very helpful and it could save you some
money or, worse, real embarrassment if you are caught inadvertently
cheating on your tax! In the examples that follow, I highlight only some of
the lesser-known issues which could cause you real problems.

1. GIFTS TO MISSIONARIES

A couple ask for financial contributions to enable them to do mission work
in a foreign country. Someone gives them a large sum as a gift to help them
on their way. Are there tax implications? In some countries, yes. As this is a
person-to-person gift the person making the gift may be liable for “gift tax”
or “donations tax.” This could be anything from 20 to 40 percent of the
amount. It is best to check with a local expert before making such a gift.
What should the donor do if the gift does attract gift tax? Give the money to
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the mission society or the church and mark it as being for onward payment
to the couple. In the USA, such a gift can be deducted from the donor’s
gross income, thereby reducing his or her tax bill. In the UK, this may also
qualify for “gift aid,” in which Inland Revenue will add some 25 percent to
the gift (see under example 6 below). In South Africa, donations tax will be
payable on everything above a threshold unless the gift is made to a
suitably registered church or mission. In most countries, if the couple
receive the money from a mission organization, they may have to pay
income tax because the amount will be seen as a “salary.” But this tax will
almost certainly be less than the gift tax. This is a complicated situation
because the next question concerns the country in which the tax will be
levied. If the funds are received in the couple’s home country, the tax laws
of that country will apply. But if the money is received in the country where
they work, its tax laws will also apply. I know missionaries who received
funds over many years from outside their country of service and were then
presented with huge tax bills once the authorities of that country caught up
with them.

2. PAYMENT TO A FRIEND

You come to respect and love a friend who helps you by doing gardening,
minding your dog and cleaning your car. One day you decide to give him or
her a monetary gift. Is this taxable in your friend’s hands, is it subject to gift
tax or is it simply a gift? Again, the situation will differ from one country to
another but generally it will depend on how much it is and what you call it.
Please note that tax is often affected by what you say about it (i.e. the
“form”) as much as the “substance.” Assume that the amount is large and
therefore above the threshold that attracts “gift” or “donations” tax. If you
simply give the money with a card that says something like “gift out of love
and respect,” the only possible tax then will be donations tax payable by
you, the giver. But if you enclose a card that says something like, “in
recognition for all your services,” it will then be construed as payment and
will be subject to income tax in the hands of the recipient, but not gift tax
by you. Note that the substance is the same in both cases but your card can
make the tax treatment very different!

I can think of only one exception to the gift tax rules. In some countries,
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spouses can give each other unlimited gifts that do not attract gift tax.
However, there are some wrinkles. In South Africa, if the authorities think
that the intention of the gift was to spread an investment over the couple in
order to lower the tax rate on the interest earned, they can tax the interest
at the highest rate of the couple. But this is not the case in the UK. It is
worthwhile checking in the country where you are taxed.

3. GIFT OR DONATIONS TAX

This brings us to the next point: your motives or intentions. If the purpose
of the gift to your kind friend above was intended as payment for services
rendered, then it is taxable in your friend’s hands as income regardless of
what you say about it on your card. So, before you do anything, make sure
that your intentions are clear. Remember that God judges our motives, so
this is a tough one. 

There are limitations on what you can simply give away without some
tax liability. Some form of tax is generally payable in the hands of the
donor once the aggregate of all donations exceeds a threshold which is
different for each country. In South Africa, this includes the collection on
Sundays unless the church has registered itself properly! UK taxpayers
must also be careful about making donations to others, even to their
children and grandchildren, because some donations are added back onto
the donor’s estate should he or she die within seven years of making the
gift, and they may then be taxed at a high rate. The limit on these donations
is generally quite low and covers everything from wedding presents to
birthday presents. Beware!

In many cases you can intend to reduce your taxes by doing something
entirely legal. Here is an example: you may put a large sum into someone’s
hands, quite legally, in such a way as not to attract gift or income tax in
most countries by making the recipient an interest-free loan. This loan can
then be “forgiven” by the amount that is allowed for gifts each year
without tax consequences. But there are some wrinkles. As the loan is
interest-free, the lost interest is itself deemed to be a gift and so must be
included in any calculation of gift tax payable. Make sure that these
amounts all tie up. You must bear in mind that you may die with some or
all of the amount still owing to you. This amount should then return to
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your estate, where it may or may not attract death taxes (inheritance tax)
depending on the size of your estate. It is, moreover, a good idea to leave
the outstanding amount in your will to the recipient of the loan.

4. ODD-JOBBING

A man with good DIY skills accepts requests from his friends and
acquaintances to do household repairs. They pay him in cash for his work.
Being an honest man, he scrupulously maintains records of all this income
and declares it as taxable income. However, he makes no deductions from
this income, which means that he is overpaying tax. Here are some very
legitimate costs which he could have deducted from his income:

• travel expenses associated with his services;
• possibly a tool allowance;
• part of his telephone account, especially any calls made that were

specifically related to this enterprise, plus a pro rata portion of the line
rental;

• if this enterprise becomes substantial, then a portion of the interest on
any mortgage, if part of his house or workshop is used to store
materials and tools;

• possibly some of the depreciation on his computer and other office
equipment if he uses them to do his accounts or to source materials
etc.

In a nutshell, all costs legitimately incurred in generating income may be
deducted from income. In most countries, the man would not be required
to register a company to enjoy these deductions.

5. CHILDREN’S TAX

In most countries, parents are responsible for their children’s income.
Sometimes this calls for inclusion of the child’s income in that of the
parents, and in other cases (e.g. in the USA), the child may be able to submit
his or her own return (“kiddy” tax), which should reduce the tax payable.

6. CHARITABLE GIVING

You can increase your contributions to the Lord’s work in the USA,
Australia and the UK (and possibly in other countries as well) through
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careful tax planning. In the USA and Australia, you can deduct all
contributions to approved charities and churches (in Australia,
“deductible gift recipients”) from your gross income. This reduces the tax
you pay. It is good practice to increase your donation by the amount that
you save by this method. If you do not know how to do the calculation, get
your advisor to do it for you. In the UK, you can obtain the same result
through “gift aid.” This is a scheme in which for every £1 that you donate
to a “charity” (including churches, missionary societies, etc.) the
government will contribute a further 25p (at least) and you may still get an
additional reduction on your tax bill. Some Christians are reluctant to use
these means of increasing their giving, arguing that they do not want the
state to contribute to the Lord’s work. Surely this is faulty reasoning? The
tax that is returned or saved is your money simply being returned. The
same effect can be obtained in South Africa if the donations go to registered
Bible colleges (and some other charities), while some tax relief may be
available in other countries. It is worth checking with your tax advisor.

As mentioned above, I cannot give details for all the countries where this
book may be read, and the information provided here is accurate only at
the time of writing. I strongly recommend that you either consult an
advisor or check for yourself by using the advisory bodies given in the
endnotes.2

Notes

1 See Chapter 1 in Be Successful, Be Spiritual.

2 In the USA look under “Taxes” at: crown.org/library (there are many articles on tax here). In

the UK consult “Money, Tax and Benefits” at: direct.gov.uk/en; or visit: taxcafe.co.uk. In

Australia consult “Tax Deductible Donations” at:

ato.gov.au/nonprofit/content.asp?doc=/content/66281.htm.
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