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Who needs a budget?
I f you are like most people, you’d like to have more money

 tomorrow than you have today. Before you can decide 
whether a budget will help you accomplish that, you need to 
understand what a budget is, and isn’t. 

 A budget is:
l a plan that helps you spend 

and save wisely. 
l a way to discipline your 

money habits so that your income buys all of the 
things you really need, and more of the things you 
want.

l an aid to gain control of your spending patterns and 
the financial path you’re taking.

 A budget is not:
l a substitute for common sense and self-restraint.
l a magic formula to make you rich, although it can 

make you feel better off.
l a complicated straitjacket that makes you feel guilty 

about buying a candy bar on impulse.

 A budget is just one part of an overall financial plan. And a 
plan of some kind is what everyone needs in order to get where 
they want to go in life. 
 It makes sense to think about budgets and financial plans as 
maps. They’re tools that help you to reach your goals. Like good 
road maps, they get you to where you are going — faster, easier, 
and by the most attractive route.
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Why bother with a budget?
 The answer is very simple: a budget is a no-cost, no-risk way 
to make your money go further.
 If you already have all the money you can use, and you can 
afford everything you want, and you have no risk of losing your 
job or suffering a personal emergency, and you have plenty of 
money in your savings account, then you probably don’t need a 
budget.
 But for the rest of us, a budget can make life a lot easier. Some 
people dislike the word “budget.” If the word makes you feel 
poor, penny-pinching, guilty, or depressed, call it “financial 
management” instead. Or, “money smarts.”
 Whatever you call it, in just a few hours you can put together 
a spending plan that will help you to live better; save more; 
avoid debt; and, build for your future security.
 This booklet will lead you through three steps 
to help you create such a plan. After the 
first few months, checking to make sure 
that your income, spending, and saving 
patterns are on track and following your 
financial plan will feel automatic to you. 
It won’t take you any more time to handle your money with a 
spending plan than without one! You’ll soon find that you get 
more for your money, and worry about it less.

Step #1: 
Make a guesstimate

B efore you can make a smart-money plan that will work for
 you, you need to know if how you think you’re spending 

money actually matches the reality of how you’re spending your 
money. 
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 To begin, you’ll want to do a “guesstimate” of how much 
money you take in and how much you pay out in an “average” 
month. If what happened last month is pretty typical for you, 
use it as the basis to fill out the following items:

1. INCOME: 2. SPENDING:

take-home pay  ________ housing  ________

bank interest ________ food ________

investment income ________ utilities (light, heat, a/c) ________

gifts/bonuses ________ utilities (phone, cable, etc.) ________

alimony/child support ________ transportation ________

other ________ entertainment/travel ________

 ________ clothing ________

 ________ insurance ________

   child care ________

   taxes ________

   savings/retirement ________

   other ________

 TOTAL ________  TOTAL ________

The mystery of the disappearing dollars 
 When you compare your guesstimated total income to your 
guesstimated total spending, you may discover that there’s a 
big difference between the two figures. To gain control of your 
money, you need to know where it’s going. You may not have 
any recollection of a lot of your spending: daily cash outflow 
can add up to as much as one-third of available income. The 
money’s gone, but you don’t know exactly where, when, or how. 
 To address this issue, buy a small pocket notebook. Start, 
today, writing down every cash expense over 50¢. And start 
saving every single receipt for every transaction.
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 You won’t have to do this forever! Plan to keep the daily 
record of these “petty cash” expenses for one month. This helps 
you do two very important things: 

3 find out where all your money is going, and 
3 get you into the habit of keeping good records.

 Once you know what you’re spending your hard-earned 
money on, you can start making decisions about whether that’s 
where you want it to go. For example, if your record of daily 
cash expenses shows that you have a cup of coffee 
($2.95) every day and a bagel or a Danish ($1.99) 
to go with it three times a week, then a cola 
($1.25) and a snack ($1.50) most afternoons, 
you may not have realized that you’re 
spending $1500 a year on these “expenses.” 
A coffee here and a donut there doesn’t seem 
like much until you add it up!

Just for the record
U sing your checkbook, credit or debit card receipts, and your 

 own record of daily cash expenses, the next step is to 
collect (and add up) your monthly expenditures so you can take 
a closer look at them. (Note: Plan to start after you’ve kept your 
daily expenses record for at least two weeks, so you won’t have a 
large amount that is “unknown.”) 
 For example, if your cash expense record shows that you 
spent a total of $30 on bus fares or parking last week, and last 
week was fairly average, it’s reasonable to estimate that you 
spend a little over four times that amount each month. 
 After you’ve pulled together your financial records for this 
past month, do the same thing for each of the last six months. If 
you are very serious about looking at where the money goes, do 
this for the past year as it lets you average out the irregularities 
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in your earning and spending patterns.
 Sort out all the paperwork (bank statements, canceled checks, 
credit card slips, receipts, and so on) on a month-by-month 
basis. An “accordion” file is a big help: label one compartment 
for each month or, if you prefer, by category: 
housing, insurance, food, etc. 
 When you empty your wallet, 
pockets, or purse each night, drop 
the receipts from that day in the 
appropriate compartment. Do the 
same with your monthly bank 
statements and canceled checks, bills, 
receipts, ATM slips, and other financial paperwork. 
 Good record-keeping is essential for making a realistic 
spending/saving plan. It will take some time to get (and keep) 
your records straight but, as you come to a clearer picture of 
where your money is going, you’ll find it’s time well spent. 

Step #2:  
Analyze your cash flow

O nce you have your records in front of you, you’re ready 
 to do what financial advisors call a “cash flow analysis:” 

you’re writing down how you spent your money so that you 
can find out where it is going. 
 Once you’ve got it all down so you can look at it, it will be 
time to compare the “guesstimate” you did in Step One to 
the reality of Step Two. Don’t be surprised if there are big 
differences between them!
 As significant as your payroll taxes are — including Social 
Security and Medicare — when you think of your income, 
think of your take-home pay. That’s really the number you 
have to work with when you go to pay your bills. Where is 
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that money going? Make the expenses as specific as possible by 
breaking them down into various categories, like this:

EXPENSES

Savings

Personal Goal savings (house, auto, college, etc.) _________

Safety Net savings _________

Retirement savings _________

 Total Savings _________

Family/Household Housing

Child support __________ Rent or mortgage & taxes _________

Child care __________ Maintenance (repairs, etc.) _________

Medical care __________ Insurance _________

Dental care __________ Utilities (light, heat, a/c) _________

Church/charity __________ Utilities (phone, cell) _________

Other __________ Utilities (cable, internet) _________

 Total Household __________ Total Housing _________

Food Insurance

Groceries __________ Health _________

Meals out __________ Life _________

Drinks/snacks __________ Disability _________

 Total Food __________ Total Insurance _________

 Break down other spending areas that are important 
categories for you in the same way. This process helps you target 
those expenses where you have greater flexibility; small changes 
in your spending habits, over time, could mean major savings.



7

Recreation Clothing

Movies & shows __________ Clothes _________

Weekend trips __________ Shoes _________

Vacations __________ Repairs (tailor, cobbler, etc.) _________

Hobbies __________ Laundry and dry cleaning _________

Sports __________                         Total Clothing  _________

Athletic club __________ Transportation

Downloads, CDs __________ Gas  _________

Music lessons __________ Insurance & Tab fees _________

Subscriptions __________ Maintenance & repair _________

Video games __________ Tolls/parking/public transit _________

Gaming __________ Car loan payment _________

 Total Recreation __________ Total Transportation _________

Add all of it up and you have your TOTAL EXPENSES  _________

 Now you know what’s going out. What’s coming in?

Income 

Take-home pay __________ SSI / Medicaid _________

Child support  __________ Other income  _________

Food stamps __________ Other income _________

  TOTAL INCOME  __________

 Your cash flow analysis is almost complete. If your total 
expenses are less than your total income, you’re probably doing 
okay most months. If your income is less than your expenses, 
it’s not telling you anything you don’t already know: you’re 
probably coming up short most months.
 Either way, what you really want to do is improve your 
situation and have more money left over each month. So the 
next question to answer is: How do you do that?
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Step #3: Make a budget 
T o have the future you want, you need to be in control of the

 money you have today so that you’ll have more of it to work 
with tomorrow. By keeping track of both your goals and what 
actually happens, you can make small changes as the months 
go by that gradually add up to where you want to be. Use the 
following model to develop your own Monthly Budget Sheet. 

Month of____________________________   

EXPENSES (no wiggle room) Goal Actual $$ 

Housing ________ ________  

Loan repayment ________ ________

EXPENSES (some flexibility) Goal Actual $$ How to reduce this expense

Food ________ ________  __________________________  

Utilities ________ ________  __________________________

Clothing ________ ________  __________________________

Transportation ________ ________  __________________________

Insurance ________ ________  __________________________

Child care ________ ________  __________________________

Entertainment ________ ________  __________________________

Travel/Vacations ________ ________  __________________________  

Charities ________ ________  __________________________  

Pets ________ ________  __________________________

Small daily expenses ________ ________  __________________________  

Doctor/dentist ________ ________  __________________________

Credit card debt ________ ________  __________________________

Other (Specify) ________ ________  __________________________  



End of sample pages. There are 16 total pages in this title.  

Thank you for taking a look at a 
Life Skills Education booklet. We 
hope you like what you read! Our 
customers tell us our materials are 
concise, informative, reader-friendly, 
and cost-effective. They go anywhere 
and can be read everywhere! 

Please contact us at (800) 783-6743 
if you have any questions.


