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'‘Budget’'is a Four-Lett

'‘Budget’ is a four-letter
word when it comes to
your personal finances,
but face it--if you don't
decide ahead of time
what's most important to
you, it's easier than pie to
slip into that nearly-
impossible-to-break habit
of living bigger than your
paycheck. Use these tips
to get started on creating
a roadmap toward your
financial success!

Before you can set a
budget, or spending plan,
that you can live with, you
need to look at where
you€™re starting. Are you
already a€ out in the real
world€™ living on your
own, or are you still living
at home or on campus? If
you€™re already living on
your own, you have a head
start in the sense that you
know what the costs for a
variety of things are. On
the other hand, if you real-
ize that you€™re already
living in a way that will
sabotage your financial
future, it3€™s going to be
rough getting things back
on track. But it can be
done.

Before you start develop-

ing your spending plan,
you3€™/l need to track
your current spending
patterns. For an entire
month3€”ita€™s a long
time, but well worth
itd€”carry a small note-
book with you and re-
cord every penny you
spend (yes, every
penny!). Write down
what you spent money
on, how you paid for it
(cash, credit card,
check), and assign it to
a category.

Each person3€™s spend-
ing categories will vary
a bit, but include things
like home (rent, electric-
ity, water, renterd€™s
insurance), auto (loan
payment, gas, insur-
ance, maintenance, per-
sonal property tax),
food (for at home, plus
another category for
eating out), grocery
items, clothing, enter-
tainment (movies,
magazine subscrip-
tions), health (doctor
bills or copays, prescrip-
tions, insurance premi-
ums, contact lens sup-
plies), and miscellane-
ous (haircuts, impulse
buys). If youi€™re not

out on your own yet,
you wond€™t have as
many categories as
someone who is, but
ita€™s still an ex-
tremely valuable
exercise.

At the end of the
month, you will proba-
bly be astonished at
what you spent your
hard-earned money
on. Most people are.
Those a€’littled€™
purchases, wusually
made with spare
change, add up to
much more than you
could ever have imag-
ined. How many times
did you stop at Star-
bucks? In my opinion,
the two most danger-
ous words in finances
are &€ justi€™ and
da€only.G€™ 4€celt
only cost two-
fifty.3€[] &€celt3€™s
just four bucks.d€7
Add a bunch of those
together over the
course of a month, or
year, and they add up
to a big bite out of|
your budget.

After you pick your
jaw up off the floor,




youd€™|l be ready to move on to
the next step and begin develop-
ing a reasonable spending plan
that will move you toward your
financial goals.

Youi€™re Readys€ Develop Your
Spending Plan

-- Get out some paper, or use a
spreadsheet, and label three col-
umns: Knowns, Needs, and Wants.

-- In the Knowns column, record
all expenses you know you will be
incurring and which have a set
dollar amount each month, such
as rent, car and student loan pay-
ments, insurance, basic phone
charges (just the cost of having
the line, not any long distance
calls you might make), Internet
access (like AOL or a DSL line),
etc. Enter an amount equal to
10% of your takehome pay under
Savingsa€”this should not be an
optional item, but a required one.

-- In the Needs column, record all
the things you need but which
don3€™t have predetermined dol-
lar amounts: food, groceries, utili-
ties, basic business wardrobe
items, long distance phone calls,
commuting expenses (gasoline
and car maintenance, train fare,
car pool fees), basic furniture and
household items (remember: ba-
sic, not luxury), and so on.

-- Guess what each item might
cost per month. If youa€™re not
very accurate with your estimat-
ing, guess on the high side so you
wond€™t end up with an unpleas-
ant surprise after the very first
month on your budget. If
youa€™ve never lived on your
own and cand€™t even make an
educated guess, ask friends or
your parents what a reasonable
figure would be.

-- In the Wants column, enter
things you would like to have: go-
ing to the movies once a week or
buying DVDs;

non-business

(3€ playd€™) clothes; vacations;
cigarettes (nope, theyd€™re not
needs!); a new stereo or tv; ten-
nis lessons; a downpayment on a
condo or house of your own some
daya€ ! whatever they may be.

-- Add up each of the three col-
umns. Then check all your ex-
pense numbers, make sure every
item is in the proper column, and
do the math again.

-- If your Knowns are more than
your monthly take-home
paya€/gulpd€!yous€™ve got
some major league lifestyle
changes to make. Double-check
your amounts and be sure each
item is in the proper column.
Once youd€™re satisfied that
your numbers are right, start at
the top of the column and figure
out where you can start cutting
back. Home expenses usually
make up the biggest category.
Maybe taking in a roommate or
even moving back home will do
the trick. Is your car payment
outrageous? Ita€™Il hurt but
consider getting rid of that shiny
new car (and the loan that goes
with it) and take the bus or get a
smaller, basic, used car, or even a
motorcycle. It3€™'s better to take
a loss on the new car now than
let it drag you down for years to
come, keeping you from your
dreams. Dipping into, or eliminat-
ing, Savings is not an option!

-- If your take-home pay covers
your Knowns but not quite all o
your Needs, youd€™Il need to
take a closer look at those items
you listed as needs. Do you really
need call waiting on your home
phone? Do you really need a
home phone at all? Maybe just a
cell phone will cover you. Are you
spending more than about $50 a
week on food and groceries? Is
DSL a requirement, or can you
deal with a dial-up connection, or
(even cheaper) can you stop at
the library after work to do your

surfing? Remembera€/keep
your fingers out of that Savings
account!

-- If youd€™ve got your Knowns
and Needs well covered and
have some money left over, you
can take another look at your
Wants list and prioritize it. Rear-
range the list with the most de-
sirable item at the top and those
least important to you at the
bottom. Then you can start
spending that extra money on
the items at the top of the list
and work your way down until it
runs out. Do I need to say it
again? Savings stay put!
Don3€™t end up like most peo-
ple, with no clue why they have
no money left over at the end of|
the month and no idea how to
get ahead. With your spending
plan as your road map, you can
travel through your financial life
with confidence and no regrets
along the way.
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Kathryn Marion is President of]
Education for Realityd, ¢. in Erie,
Colorado. Her book Success in
the 'Real World:' The Graduate's
Complete Guide to Making the
Most of Your Career (and Your
Life!) was released in April '05 in
e-book format for its tenth anni-
versary--it was distributed
through schools, colleges, and
universities to nearly two million
new graduates. Jam-packed with
savvy insights and helpful
advicem it covers everything
from careers to money manage-
ment to handling personal and
even legal matters.
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