Budgeting

5

things you need to know about...

1.
Need or Want?

We’ve all done it. It’s way too easy to
confuse the definitions of want and need.
As in, “I need a new coat,” or “I need
this new car.” Think this might be you?
Here’s an easy way to tell:
• Grab your most recent checking
account and credit card statement.
• Next to each item, place an “N” for a
Need or a “W” for a Want.
• Be honest with yourself. (No, you
probably didn’t need that doubledecaf-no-foam-skim-with-extra-sugarfree-syrup-latte this morning! You
wanted it!)			
•  Take a good hard look at the W’s.  
Budgeting isn’t about eliminating your
wants, its about prioritizing your
wants. It becomes a question of what
you want more.

2.
Priorities

So the idea of setting priorities means
to set which things are most important:
Starbucks or the kids college? 18 holes
of golf and a credit card balance, or 9
holes of golf and more money to pay off
the credit card? When you’re setting
priorities, ask yourself the following
question: Do you want financial
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independence, or do you need financial
independence?? The choice is truly
yours.
If you need financial independence,
you’ll begin making it a priority. Most
budgets put saving as a bottom line;
you save what’s left. You need to
make saving a top-line function. If you
include savings as a bill in your budget,
you change your attitude, since YOU
become as important as the credit card
company or the electric bill. You might
eat-in instead of going out. You might
shop for bargains instead of the latest
fashion whim.
3.
Simple Budget
Techniques:
Fill the Holes

Cut out cable and use the library for
watching videos, CDs, DVDs and
listening to books on tape. Hint: you
already pay for it!
Cut out internet at home and head to
your nearest library or cyber-café (where
you’ll only order tea, which is about
the cheapest thing you can get away
with ordering and still feel like a paying
customer) when you feel the need to be
online.
Shop your insurance. Consider raising
your deductible on your home and auto
insurance, and build up your savings
account to reflect that added amount so
you’ll have it in case you do need it.
Purchase generic or store-name brands
instead of the ones you hear advertised
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on TV. Go so far as to shop in a place
you might think is “below” you, and see
how much you save!
Go to your nearest dollar store for
everyday items such as paper towels,
napkins and cleaning supplies.
Use the envelope system to gauge your
spending: decide how much you can
spend per month on groceries, household
extras and pet supplies and withdraw
cash for this sole purpose. Keep it in an
envelope and take it with you when you
shop. When you’re out of cash, voila!
You’re done shopping!
4.
Savings Tips

Build savings in as a weekly expense.
You’d be surprised how much it adds up:
even starting out with saving as little as
$20 per week adds up.
Build up your savings account to hold
three to six months’ worth of expenses.
After your savings account is built up,
create ‘virtual’ accounts for big-ticket
items such as vacations or other large
purchases to avoid using a credit card.
Be disciplined and don’t buy anything
extra (other than necessities) unless it’s
on sale.
Go to garage sales instead of department
store sales. After all, if it still looks good
on you, who needs to know you weren’t
the original owner?
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5.
How Much to
Spend?

A typical family of three with an annual
household income of $60,000 spends,
on average, 15.4% of their income on
food, 12.6% on automobiles, 32.3% on
housing and 7% on entertainment. How
do you compare?
If you find you have trouble saving,
you’re not alone. Our society really isn’t
geared toward saving; we’re spenders
(one only has to look at the fact that one
out of three high school seniors has a
credit card to understand our consumer
values). However, in his book The
Millionaire Next Door, author Thomas
J. Stanley found the average American
millionaire is a boring, low-key guy. He
drives a car that’s 2 or 3 years old, has
been married to the same woman all his
life, and has lived in the same house for
30 years.

