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I. INTRODUCTION

 The most difficult times actually release the greatest creative energy of mankind. So a) when times and cost become unbearable the inventive faculty provides solution, b) when labour cost went up or became inefficient, machines were introduced, and c) when the machines created  unemployment J. K Kennedy the then President of America said that man who created the machine that took away the jobs would create the jobs for the jobless.  His prophesy came to pass…
It is in the above context that we intend to discuss the topic “Personal Income Management in a depressed economy”.  
Now our discussion is based on our faith.  God said severally (please see Gen 28:15, Isaiah 41:10 and Matthew 28:20) that he would abide by us.  He said he has provided for us (Deut 8:12) and we only need to ask and we would receive (Mat 7:7).  So all we need to do is to keep the faith and use the talents he has given us.  
We therefore intend to explore those gifts God has given to us and how we can utilize them to meet the challenges of the existing economic meltdown.
II. WHAT IS MANAGEMENT, FINANCIAL MANAGEMENT & PERSONAL INCOME MANAGEMENT?
Managing is the process of getting things done by the through others – Herbert G Hicks & C. Ray Gillett.  
Personal income management is therefore getting your income to work for you through others.  
Management of personal income covers a wide area.  First it involves the creation and  maintenance of a structure or organization that can generate personal income and also maintain it.  The structure naturally involves yourself, your spouse or some external organization that provide the platform for income generation.  
It may also include family members such as children and siblings.  Usually this organized unit would have a head.  According to the Bible, every family must have a head.  The same biblical principle is applicable in the secular world.  So also a business organization must have a have head.   The head sets the vision and objects and plans the process for achieving those goals.  In the words of Peter Drucker –

“Management is doing things right, Leadership is doing the right things”                            

It follows that the head  also supervises the implementation of the plans.  If the others within the family unit follow the leader willingly then he is a leader otherwise, he is merely managing.  It is better to be a leader but best to be a good leader and a good manager. A good leader/manager will be able to manage the various characteristics of human behaviour in the family unit and reconcile their wants against their needs and available resources. This usually requires a lot of creativity.   Hopefully, we would learn today some of the lessons that make a good leader/manager. Also, as they say that charity begins at home, we shall firstly look inward (personal management) before we proceed with explaining financial management.put in another way, there is no way one can effectively discuss personal income management without first discussing personal management and some of the attributes of good personal management.
Personal Management

Quickly here, one can define Personal Management as the exercise of an independent will to create a life consistent with your values, goals and mission.  By this, we mean that Personal Management involves the realization by an individual that he is an asset, and indeed the greatest asset on earth as the Holy book and indeed mankind history has severally recognized  (please see Psalm 82:6). You are the goose that lays the golden egg, hence you need to both manage yourself and invest in yourself so that you can have power to make wealth.

Accordingly, the following factors are critical for good self management-

· Self Discipline:  i.e. an internal burning drive that gives you a sense of focus and direction and gives you the capacity to say “No” to your feelings, passion, indulgence but also “no” to others (peer pressure). This also means that you would be saying “yes” to those character traits that would add value to your character and entrench virtue and integrity as an attribute of your personality.
· Goal setting: i.e. What do you want to achieve? What kind of lifestyle? set out priorities and periods (1-5 years) to assess your implementation of your objectives. Diarize your objectives: write the vision so that you may run for it…

· Time management: your goal setting would affect time management which is an essential skill you have to acquire to organize and execute around priorities. (notes/checklists, calendar, appointments books, diary): in this way you integrate your daily planning with goal setting. 
In addition to the above, you then need to add economic value to yourself by building on by building on/investing in yourself  as an asset. Incidentally, you need to know that you have a limited time for efficiency and productivity as a human being (The Bible indeed says the glory of the youth is their strength, please see proverb 20:29), so you need to invest qualitatively in yourself so as to achieve a paradigm shift from natural and physical acumen, to more intellectual and spiritual power and skill (so, the beauty of old men is their hoary hairs, which is symbolic of wisdom, and in this case proper use of knowledge leading to judicious investments which empowers them to leave a comfortable and autonomous life post-retirement age).

Hence, Personal Investment in self requires in addition to the foregoing on good personal management that you-

· Pursue knowledge to make yourself multitask ( skills acquisition through training, further education, networking, experience garnered in handling of projects etc).
· Investing in your health: your body is the engine room, your head is only the strategic think tank. 

· Investing in people, close family and creating an efficient personal and family unit for income generation. 

So whilst management is broad and deals with human, marketing, operations and all aspects of the personal or family unit, financial management on the other hand is concerned with the acquisition, financing and management of assets with on overall goal in mind. Please see Fundamentals of Financial Management by James C. Van Horne and  John M. Wachowicz Jr. 8th Ed  
Usually financial management involves three decisions- Investment Decision, Financing Decisions and Assets Management Decision 
Investment Decision
This is the decision of what asset or skill to buy i.e. invest in.  You want to invest in an asset or skill that would bring future flow of income.  In respect of personal income management, at the initial stages you invest in skills i.e. yourself e.g. if a student, you study and invest in paying your school fees, learning a skill e.g. machine operation, driving school, vaulkinezer, mechanic, lawyer, doctor, etc. If you proceed with this initial investment or if that investment was made on your behalf by your parents and you qualify, then you may start earning income.  
When you start getting income in excess of your needs, then you have to make various other investment  decisions:  do you invest further in yourself or your wife or children or siblings?  Do you acquire other assets which would generate future flow of income in addition to your income?  If so, what type of asset should you invest in?

Financing Decision  
In fact, you may not have the resources to achieve your investment decision discussed earlier.  For instance, if you want to invest in becoming  a driver and you investible income is N5000 but the training program -including cost  of acquisition of driver’s license- is N7000, you will have a deficit of N2000 and have to decide on how to finance that deficit.  You may know that if you become a driver and get a job you can pay off the deficit of N2000 in one month. So based on this analysis, you may borrow the N2000 with promise of repaying.  However if you get a job even after training you may wish to exploit you goodwill to get friends to share the risk with you e.g. payable when able, arrangement or donation, etc
Asset Management Decision

Eventually you will acquire assets whether land, money or shares, Once acquired, you have to manage them not only efficiently but effectively.  This requires taking many issues into consideration.

Goal of Personal Income Financial Management

For personal income management to be effective it must be towards a particular goal.  Although you set the goal, the usual goal is to maximize the wealth of the family.

According to Thucydides “Wealth to us is not mere material for vainglory but an opportunity for achievement”.  
It follows the wealth consists of both material 
fulfillment and spiritual fulfillment.  Material fulfillment should include value creation and social responsibility.  Spiritual upliftment is one of the greatest achievements of a persona and such a person is wealthy as well.  The ideal situation however is to achieve both material fulfillment and spiritual upliftment. 
It is this overall objective that should therefore drive our personal income management.

III.
UNDERSTANDING RISK, RETURN, INCOME, COST, TAX, TITHE AND OTHER CONCEPTS

Risk

Because the future economic benefit of an investment decision is uncertain, there are risks attached to each such decision.  For instance, if you invest in training to acquire a new skill it is uncertain if you will get a job.  If you build a house, it is uncertain if you will get a tenant and earn rent.

Return

This is the future revenue flow expected of an investment. It comes in the form of salary, rent, dividend, profit, etc.  Risk and return are related and the return given proportional to the risk taken. it is the return that maximizes the wealth of the family.  But if the risk is too much for the return, then do not make that investment decision.

Income

This is the revenue or return from your investment decisions.  So it is a subset of return and covers things like salary, rent etc.  Whereas return would include turnover income, it would  generally exclude the direct costs of the activity and relate more to the contribution margin. Income can be gross or net.  Gross would be total amount earned from personal economic activity before payment of tax and tithe.
Tax

This is payment to Government (Caesar) to enable provision of public infrastructure  enjoyed in common with the public. 

Tithe 

This is contribution made towards the propagation of the Kingdom of God on earth in thanksgiving for the blessings and graces of God including the bountiful harvests.

Finally it is to be noted that it is from your net income i.e. after taxes and tithes – that you can make investment decisions.  Even then, it is only from the net income available after deduction of cost called excess income that you can make investment decision and -if inadequate- make additional financial decisions.

Cost

This is the expenses incurred for your personal well being from your net income e.g. buy cloths, drinks, cigarettes
 etc.  The more your cost, the less your excess income for investment.
Inflation
In economics, it refers to a rise in the general level of prices of goods and services in an economy over a period of time (please see Wikipedia). It is one of the measurement yardstick for return of investment and the appreciation or otherwise of capital investment. If the return is not above inflationary trend, then you are getting poorer or not making gain. Inflation especially affect cash based income as semi-liquid and illiquid investments generally tend to appreciate over time and yield good return on investment.
Maslow’s Hierarchy of Needs

According to Maslow, we all have needs.  These needs are biological and social.   They are arranged in a hierarchy from biological to social (food, clothes, house, respect, status). You would usually incur cost to satisfy your needs and as they say human needs wants are insatisfiable.  However according to the Bible, God can satisfy all your needs.  Your greatest need should be spiritual fulfillment.  If you have that, your material wants would be limited and so would your material needs.  Since needs are satisfied by incurring costs, limited needs and wants would mean more excess income for investment decisions given the same gross income   

IV. IS THERE ANY PREFERRED INVESTMENT
To determine whether there is a preferred investment, we have to know the different types of assets as well as their attributes.
Human Asset

By this I mean your self and members of your family.  This is the greatest asset you can have because with human resource any thing is possible.  However God gives different talents to different people.  
So you have to discover your talent spiritually and then investment may be by way of studies, schooling fees, apprenticeship, and training in order to develop those gifts.
The only weak point is that it whithers easily even though it has capacity to earn unlimited amount of money.  This can be by way of accident, disease or death.
Land




This is usually fixed assets except in the case of short term lease.  It is interest in immovable or real property.  Every property has 3 characteristics -
(1) It must be the subject of a legal right 

(2) It must be a thing of value 
(3) It must be transferable
Real property is usually indeterminate interest in land.  There are various forms of it – right of occupancy, life estate, fee tail and fee simple.
A key financial characteristic of land is that it can appreciate in value.  The other characteristic is that it can earn rent.  Finally, land can solve a major human need which is shelter and possibly security.
The drawback of land is that it is illiquid.   By illiquidity, we mean the time it takes to convert land to cash. The average time it takes to sell land is usually one (1) year.  The result is that if you have an emergency and all your investment is in land, you may not be able to sell it or if you do, you may have to sell at forced sale value resulting in loss of value and return.

Money 
This is cash.
It usually earns interest if well managed but it cannot appreciate in value.  
However, since it is the usual medium of exchange, it is necessary to have some cash not just for day to day living and expenses but as a hedge for unexpected events.  So when there is an emergency, instead of trying to sell any property, you simply use your reserve cash to deal with the situation.  However to maximize return on money you must have good treasury and financial management  skill to know the amount of cash to be kept in current account, savings account and deposit account.  The ideal is a zero balance on current account. So any excess each day is swept into a call or deposit account but this is not always practical.  However, some management of cash is required to earn interest.  The reason why interest has to be earned on money is because of inflation -since money does not appreciate.  The future value of money is always less than its present value.  This is because of future increase in cost.  This means that the same amount of money may buy less tomorrow than today.  So it is clear that whilst we must have cash for emergency and day to day living, we cannot leave all our investment in cash, otherwise we would lose the benefit of capital appreciation which is found in land and shares.
Shares/Capital market securities
These are choses in action.  By this I mean that they are intangible rights that can only be enjoyed by way of an action in court. Examples are stocks, shares, debentures, securities etc. they can all be grouped as securities.

Securities investment can be divided into two: investment in those companies or enterprises that you manage and investment in those companies managed by others.   The companies managed by others can be further classified as private equity firm and publicly traded companies.  The return of each of these investments vary, so also does the extent of liquidity of the various types of investment in securities.  The highest return is usually from a company you manage yourself you can easily make 1000% per cent profit but if you bought shares in a company you do not control, you are at the mercy of the directors and your return  could be anything from a loss to 1% to 100% but hardly more than that.  However the amount of your  excess cash you can manage yourself is limited.  Firstly, doing business yourself is risky so it is not advisable to put all your money in your business.   Secondly, the opportunity you may have to do business may be limited.  Thirdly, you may not have sufficient skill and training to manage  all the resources available to you.  So for risk management purpose you have to diversify your investment in shares and securities amongst those you can manage, other private equity companies and publicly quoted companies
Further reasons behind these investments is the fact that compared to land and money, securities are semi liquid.  By this I mean that it can be turned into case from 3 days to 3 months generally.  This is because they are easily transferable.  The most liquid of securities are publicly quoted securities such as those listed on the Nigeria Stock Exchange.  Private equity shares or family owned company shares are more  difficult to convert to cash.  In fact the formation documents of such companies usually contain some manner of restriction on transfer of shares .

Another significant attribute of securities compared to cash is that it can appreciate in value.  So at the time of exit from such investment, huge capital gain can be made as a result of capital appreciation.  This is the main driver for investments in the capital market.  Apart from capital appreciation, securities also provide return in form of dividend which in many ways is  equivalent to interest in money investment and rent on land.

However the recent global meltdown which has resulted in loss of value of securities worldwide is enough to caution us that there is serious risk in putting all your excess income in capital market and securities alone.

V. WHAT IS THE BEST STRATEGY

From our above analysis of the various investment vehicles it is clear that it is dangerous to place all your excess income in any one vehicle be it yourself, your children or spouse, or land, money or securities. This is because of serious issues of return against risk and liquidity against needs.

Balanced portfolio
On the issue of return, it is important that at the end of each year your total average return on all your investments is above the rate of inflation.  If it is above the rate of inflation you are getting richer if it is not you are getting poorer.  To achieve all the above indexes you need to have a balanced portfolio.  This is the best approach and strategy.  It is a slow process.  I suggest you start by investing in yourself to improve your income earning capability.  Then invest in a little cash reserve to hedge as well as take opportunities that may come along.  Thereafter invest on all sets of assets that would improve your earning capability e.g. if mobility will help then a car or van.  If a store will help then rent, there after property assets such as leases and freehold land to get long term capital appreciation and possibly solve short term security problem such as shelter over your head (residence) or office space (business).  If you have your own business, then continue to invest in it but not all you have.  Also invest in your friends, business as well or the stock exchange or cash in the bank.  Spread your risk always in each area of investment.  This way collapse or meltdown in any one area would not be such as to destroy your entire wealth (see Ecc. 11:1) 

Create synergy

Furthermore, you may need to get married and God willing have a family.  This can open up unbelievable synergies.  Some just seek to achieve this through business partners alone but the Bible suggests that family synergy is great. One of the means to achieve family synergy is succession planning.
Succession Planning

You need to train those that would take over after you. These may be either your family members or business partners. In this area, you need to plan how things would go when you are not around temporarily or on a more permanent basis (sickness, retirement, demise) e.g. by entrenching a gradual delegation of certain functions such as operational and administrative functions whilst retaining the overall planning and or strategic functions, or by creating a trust or writing a will in order to ensure the prosperity of the family unit in the event of demise (Prov 13:22). 
It must be noted here that it is crucial here for the head of the family unit to empower the components of the family unit in such a way that they complement as a team but are also sufficiently empowered individually to fetch for themselves and their own family units: in that way it is easier for them not to be distracted by selfish considerations and to work towards the promotion of the family unit’s wealth. 

House keeping Planning & Budgeting

Finally, you also need at a domestic level to plan your house keeping. Housekeeping is not just about food and school fees. What about domestic staff salaries, house maintenance, electricity, water, telephone bills, generator and other utilities etc to be managed with the co-operation of the members of the family unit? Consider also rotating the purchase of items that last for long so as to manage/maintain your cash flow.
VI. INCREASE YOUR INCOME

Even though you are getting rates of return above inflation on your previous investments, good personal income management require that you constantly increase your income thereby hopefully increase your excess investible income.  This way you can do bigger things than you did yesterday and satisfy needs that are high up in the Maslow’s hierarchy of needs.   For instance you can move from Ajegunle to Lekki, etc

So how do you increase income?  There are three ways to increase income 

1) Increase your sources of income

2) Reduce cost

3) Eliminate social habits 

 The sum result of achieving any of the above is that you would have more income. So how do you increase sources of income, reduce cost and eliminate social habits? This is what we shall examine next.
Income source

Many of us have several potential sources of income but do not know it.  This is called our talent in the Bible.  We hardly exploit these talents. For instance, many talents present themselves in the form of hobbies.  Perhaps you love gardening, are environmentally conscious, can sing or dance, play tennis, market or write, etc.  Each of those talents can be turned into another source of income resulting in more income.  

But it requires nurturing and investment.  You have to make a resolution to have an additional source of income every five (5) years.  The same can apply even within your stated profession.  So if you are a lawyer you can say first five years I want to be a good land lawyer, the next five year a good corporate lawyer and then a good litigation lawyer. Each of those skills would bring a new stream of cash or income.  A doctor, bricklayer etc can do it.  I remember my tiller.  When I was building my house here in VGC, he saw the opportunity in doing paving stones.  He invested in it and now has his own mould and machines and is making more money from paving stones than tilling.  He has an official land rover jeep he uses to convey his materials and works all over the country for his clients.  Because he is a trained tiller he lays his paving stones better than any contractor can do.

VII. Cost Reduction

There are many wastes in our lives.  We buy many things we do not need and do not live our lives and order of things efficiently.  For instance how many cars go out of the house every morning.  Do you share car with your spouse?  When we were younger my wife and I shared our cars and she shared a ride with one of her colleagues at work when it was not convenient.  Even when she got her own car, we still came back home together whilst she went to work with a colleague.  Imagine the savings in fuel and car maintenance.  Are you using paper when you should email or send text? Do you make unnecessary visits to people? Each visit is money on transport and you could have used the time to do something more productive. A friend of mine once realized that he had no house but he had five state of the art cars.  He sold four (4) of them and put up his house at Isolo.  His decision was spurned by a discussion we had.  We were talking about how beautiful the infinity car was.  It had just been released then and I told him I could not afford it because I was yet to get a decent house.  He knew I had the money to but felt it was not an efficient use of money in the circumstance.

Eliminate Social Habits

Social habits are major sort of waste of money.  Such social habits include drinking, nightclubbing, smoking, excessive fashion taste, womanizing, drug addiction, etc

The minute you drop any social habit your income increase automatically.  Living a Catholic Christian life is a way to help keep these social habits at bay.  Prayers assist in getting you out of bad social habits but the lesson today is that in addition it makes  good economic sense as your income will increase so that you may have more for investment.  

Do not be controlled by your passions.  Instead strive to stand by your virtue.  It can be tough but it is surely rewarding.

VIII. THE GLOBAL  MELTDOWN- how and when to act.
If you develop a balanced portfolio and even if you do not have any portfolio the present time actually presents great opportunity for investment and reaping of reward in the form of returns.  First, as companies are laying off, those with multiple skills or multiple sources of income are likely to survive.  So diversify your skill quickly.  

Study your market and determine the trend.  My friend is MD of an oil service company and they are paying ordinary welders 200,000 a month.  Engineers there get over 600,000 a month.  How many of us here are welders or would agree to learn and do that job?  I know of another company (an oil marketing company) that has one opening for a labourer they are to pay 50,000 a month.  We have been looking and cannot find a person fit for the job.

Second, in a meltdown cash is king.  As many companies  and individuals have challenges meeting their financial obligations they seek to convert their illiquid assets into liquid assets so as to meet their obligations.  A lot of times with prices crashing and the pressure on them, they sell at even below forced sale value.  So this sort of time is a bonanza for good bargains for those with cash flow.

Finally, having or developing a balanced portfolio of investment as pointed out above is always a hedge against meltdown in any one sector.  So if your portfolio is skewed and not balanced, your action at this time would be around reviewing your investments, selling those that tie up cash for a long time before return, investing in more liquid assets even within the same class of investment.  For instance, sell land that is laying fallow without earning rent and buy better located land with good title and better potential for rent and capital appreciation, or invest a portion in the money market and yet another portion in better located land.  Those sorts of decisions are what you need to be doing now 

IX. THE BASICS AGAIN

1. Understand yourself and your potential.

2. Show leadership and create the vision of where you want yourself  and your family to be and walk backward towards the dream.

3. Apply good management techniques and financial management techniques  in managing your personal affairs.

4. Apply your Christian belief to your personal income management.

5.  Increase your sources of income, reduce cost and eliminate bad social habits

X. CONCLUSION

“So then it is not of him that willeth nor of him that runneth, but of God that showeth mercy”  Romans 9:16.

Thank you for listening.
�not very proper having regard to the audience





