
Budgeting to Reach Your Goals 

Money can be a powerful tool for living your best life. Learning to budget can help you get the most out of 
your income, whatever it may be.

When creating a budget, it’s important not to compare your situation to anyone else’s. Those family 
members and friends with new luxury cars and bigger homes? They may not tell you if they’re spending 
more than they’re bringing home each month.

Setting and sticking to a budget can help you reach your short and long-term financial goals. It’s all about 
spending and giving within your means so you have extra money to save.



Where to Start?

Add all your regular income. Don’t include any income you can’t count on, such as random cash gifts. Do you 
receive tips as part of your work? If so, go with the average, but leave room in your budget for a below-average 
month or two. With bonuses, remember: They may not recur. Or the amount could be different.

Once you know your income, it’s time to start subtracting. Many people spend first and save later. To reach your 
goals faster, save first. Then spend within your budget.

Come up with a number you plan to save each month. That may include saving to a tax-deferred retirement 
plan, building an emergency fund and/or saving for a goal.

Next, add up your monthly expenses. Those may include things like:
• Taxes
• Housing
• Insurance

o Health, dental and/or vision
o Auto
o Property or home
o Life
o Disability
o Any other policies you pay for

• Loan or credit card payments
• Utilities and other services
• Gifts to others and/or charity
• Food
• Health and dental care services
• Medicines
• Appliances and other items for the home
• Clothes
• Transportation
• Fun
• Any other costs

You likely have some expenses that vary or recur, but not every month. Simply add them up for the year and 
divide by 12 to get a monthly amount. For charges that aren’t predictable such as utilities, you can use last year’s 
amounts as an estimate.

Maybe you expect to have a one-time expense. Treat it as a savings goal. Simply divide the amount by the 
number of months you have before you need the funds.

Let’s use a $15,000 new car as an example. If you save cash over 10 years, that’s $125/month. Many banks let 
you divide your savings account into several “buckets” or sub-accounts so you can easily track your progress 
toward various savings goals.

You may not know how much you’re spending in a certain category. To figure it out, you can:
• Go through your records for past months or
• Track all expenses in that category for the next month or two

This can be an eye-opening exercise. It lets you see how quickly daily “little” expenses can add up. For example, 
$5/day becomes $150 for a 30-day month. For many, that’s not such a little expense after all.



Identify and Act on Areas of Opportunity

Drawing up your budget can show you where you can spend less and save more. Here are some questions and 
ideas to help guide you:

• Does the way you’re spending your money reflect your values and the lifestyle you want to live?
• What would an “absolute necessities only” budget look like for you? How much more could you save? When

you look at the numbers, is it worth trying for a month or two?
• Are there some non-necessities you aren’t willing to go without?
• Do you have an emergency savings account that can cover your expenses for three to six months or longer?
• How much are you spending on unhealthy choices? Challenge yourself to spend less each month on things

like candy, soda, alcohol, tobacco, fast food, etc.
• Where can you cut back your spending the most? Where might you cut back a little? Remember: Many little

savings add up faster than you might think.
• If you’re using credit cards all the time, are you buying more than you would if you used cash or a debit

card? Are paying off your balances in full each month or shelling out interest?
• Are there things you’ve bought that you regret? Is it too late to return them? What did these mistakes teach

you about future spending?
• Can you delay a big purchase to see if you change your mind?
• Do you pay others to do things you could safely do for yourself?
• Are you on track to meet your retirement goals? If you’re not sure, how can you learn more about

retirement saving? How will you make a plan and follow through? You’re never too young or old to start
saving.

Budgeting may not come naturally to you at first. That’s okay. It’s a skill you can learn and get better at with 
practice. Everyone makes mistakes that end up costing money from time to time. If you learn from them, they 
could motivate you to save more than you thought possible. .

Financial Decision: Your Choice of Lifestyle

Some of you may be thinking that I didn't choose my lifestyle, it was predestined for me. And many of our 
parents, though not wealthy, may have in fact been professional consumers. The fact is that many of us have 
created a lifestyle that suits us, but is not a financial fit. In our counseling we have talked with people who didn't 
like their life to begin with and thought it would magically improve if they spent a little more. Under 
Accumulators of Wealth (UAW's as they called in the Millionaire Next Door bestseller) allow significant reference 
groups to determine their financial lifestyle. "And more often than naught, these perceived social, educational 
and economic deficiencies are more real than imagined." Here are some thoughts about lifestyle choices.

Americans are conditioned to overbuy. Shopping can quickly go from a chore to a hobby, an escape, even a 
lifestyle. Shoppers are encouraged to define their individuality in terms of "style", which for most people comes 
down to a matter of which mass-produced goods one chooses to buy. Truth is that more millionaires wear 
JCPenney Stafford suits than custom made suits, and drive three-year old sedans than the newest luxury car.

Concerning your house: ask yourself how much living space do you really require. The square footage of the 
average American home has been growing steadily since WWII. In the 1970's and 80's buying ever-larger homes 
seemed a good, tax-blessed investment. Home values generally outpaced inflation--by a large margin in many 
places. And many are tempted by the same philosophy today. But as the baby boom generation starts 
downshifting into retirement, there are likely to be a lot fewer buyers for those 4,000 sq. ft., five bedroom 
homes. I'm not advocating lifetime of renting. A house is a good idea, but every dollar you don't spend on a 
larger house saves roughly $2.40 in mortgage payments. Many people calculate what they can afford to pay for 
a house and use that as the floor price for their house search. They don't even consider less expensive homes 
and few realtors would suggest it.



Housing decisions usually lead to other lifestyle decisions. For example, you just can't drive a used car and live 
in the “elite” neighborhood of your community, can you? And your kids can't go to public school if their entire 
neighborhood attends Prep Private, can they? And the old furniture, rug and window trimmings just don't go 
with the new construction! There is a catalytic snowball effect… in lifestyle with most new possessions.

So what is your baseline? What makes you happy? Eating gourmet food? Live music? Skiing? Going to the 
theatre? Biking? Gardening? Reading? Ranching? Surfing the web? Fellowship with others at church? Community 
service? Continuing education? Playing with the kids? Think and experiment, but then work to keep it simple. 
The discipline of simplicity is one of the hardest to master. Then ask if you need the big house, car, etc. to 
regularly enjoy your baseline. Trading in an expensive, consumer lifestyle can be enormously satisfying and 
freeing. But it is not something you do over a weekend. It is an adventure that requires planning and 
experimentation. But the math works.

For example: Batman and Robin each have $40,000 for a down payment on a house. Robin buys a house that 
requires him to carry a $180,000 mortgage. Batman buys a small manor and needs a $200,000 loan. Buying the 
lower priced house saves Robin $49,317 in mortgage payments over the life of the 30-year mortgage at 7.25% 
interest.

Other thoughts: Batman stops by the local gourmet coffee shop on the way to Bruce Wayne Industries and buys 
a $2.75 cup of coffee. Robin waits until he's at the office and grabs a cup from the pot, but puts $27.50 in his 
401 (k) mutual fund every pay period. His mutual funds earns 10% and at the end of 10 years has accumulated 
to $57,504 over 20 years, $98,740 over 25 years, and $165,152 over 30 years. Lifestyle-it's a choice!

Personal finances

Do you ever get to the end of the month and find yourself wondering where the money went?

It seems tougher than ever to make ends meet from one paycheck to the next, not to mention trying to save for 
special purposes. Many find that they are slowly but surely sinking deeper into debt each month. Sometimes it 
may feel like a juggling act, borrowing from this to pay for that. Often it seems that the most we can do is simply 
roll the debt forward hoping that in the future we will be able to begin paring it down.

Let’s face it, managing our money and household finances can be very stressful. But there are some basic 
strategies for making this aspect of life less stressful and, in the process, perhaps helping your income stretch 
further.

Consider the following suggestions for managing personal/household finances:
• Determine as precisely as possible your income from all sources. Paychecks, investment income, etc. It 

is hard to set reasonable, workable budgets if you are unsure of the income available for expenses.
• Track your expenses. Again it is helpful to be as precise as possible. For example, rather than simply 

having one broad category for "Food" you may wish to break it down into "Food Purchased from Grocery 
Stores", "Meals at Restaurants", "Snacks from Vending Machines or Concession Stands", etc. The more 
detailed your expense tracking the easier it will be to find opportunities for reducing expenses. Accurately 
record checks that you write and save credit card receipts. Develop a system for recording cash purchases 
on a daily basis so they are not forgotten.

• Be Organized. Maintain accurate records. Keep receipts, bills, statements, etc. organized and in a 
consistent location. This will save time and unnecessary stress. Keep some type of calendar or "tickler file" 
system that reminds you when various payments need to be made. This will help you avoid unnecessary 
late fees and finance charges, freeing more income to go where you want it to go. 



• Determine priorities among expenses. Some expenses may be considered essentials such as rent or 
house payment, utilities, car insurance, etc. Others may not be essential but are more important than other 
expense items (for example, personal insurance policies, charitable/church contributions, etc.).

• Develop a budget. Begin with essentials, then include high-priority expenses and finally all other relevant 
items. Does the total of expenses exceed available income? If so, you need to consider reducing or 
eliminating some expenses. This can be the biggest challenge. Deciding what can be eliminated or reduced 
takes discipline. Allow some flexibility in your budget, if possible, for unforeseen expenses (such as 
unexpected car repairs).

• Limit Credit Card Spending. As much as possible try to spend only what you can pay off each month, 
thereby avoiding costly finance charges (you may pay as much as 23% interest on some credit cards). 
Consider using any surplus income to pay down existing credit card debts. Once the debt is paid in full, the 
interest you were paying becomes additional income available for other areas.

• Be a smart shopper. Avoid impulsive purchases. Don’t shop when you are hungry. Prepare a list and stick 
with it. Look for bargains. Use manufacturer coupons when possible.

• Find ways to save on energy costs. Turn out lights that are not needed. Lower the thermostat setting 
slightly in the winter and raise the setting slightly in the summer. When heat or air conditioning is running 
make sure windows and entrance doors are closed.

• Develop a plan for saving money. Determine how much money is needed for each long term and short 
term goal, how much needs to be set aside monthly or annually, and how it should be invested to grow into 
the desired total. Then stick with your plan. The important thing about savings is getting started.

There are many other ideas for reducing expenses, creating a workable budget, and managing your household 
finances effectively.

Proven Methods of Cutting Expenses
The following are some proven ways of cutting down expenses and saving money:

• Cut down on long-distance telephone calls or make calls when rates are cheapest.
• Research the most cost-effective long-distance plan for your household. Compare the different providers, 

and then choose the plan that best fits your long-distance needs.
• Cut down on restaurant and take-out meals, as well as prepared foods from the supermarket. Preparing 

your own food from scratch saves lots of money.
• Bring your lunch to work. You’ll quickly realize how much money is saved after one month of “brown 

bagging.” Put yourself on a lunch budget whereby you treat yourself one or two times per month.
• Try to reduce your home-utility bills by turning off lights when you’re out of the room, being conservative 

with the thermostat, checking weather stripping to eliminate drafts, or air drying dishes and laundry.
• Avoid paying costly automatic teller machine (ATM) fees by using only your own bank’s ATMs, and make 

sure you’re not paying your bank for any fees for services you don’t want or need.
• Go to matinee movies instead of the more-expensive regular runs, and look for cheaper-priced theaters 

offering “encore” films that have been out for a month or more.
• Seek out garage sales and your newspaper’s classified sections for discount purchases. Garage sales can be 

an excellent source for items such as children’s toys and clothes, while the classifieds can provide excellent 
buys for various new and used items.

• Clip newspaper, magazine, and other print coupons for necessary items you would normally purchase-but 
not for items you don’t really need. Eat before you go grocery shopping so you won’t be tempted to make 
impulse purchases. 

• Save on expensive dry-cleaning costs by purchasing a book on fabric care. Although many clothing labels 
read “Dry Clean Only,” such books identify effective, cheaper methods of cleaning garments.

• Use your local public library. In addition to free reading materials, many libraries offer free or reduced-price 
videos, audiotapes, CD-ROMs, and children’s games for rental.

• Practice do-it-yourself repairs and maintenance around the house, when possible, rather than paying for 
expensive services. Do-it-yourself books can be found for such projects as plumbing, wood and floor repair, 
landscaping, and painting. 



• Create your own greeting cards. As the prices of store-bought greeting cards continue to rise, you can save 
money each year by designing your own birthday and holiday cards, or sending free E-mail greetings from 
the Internet. Put your skills to work if you have a computer and printer, or design cards freehand.

• Avoid expensive gift-wrap. Shop dollar stores for gift bags.
• Comparison shop for clothing and household items.
• Take care of your teeth to prevent costly dental bills. In addition to brushing twice per day, flossing regularly 

can help drive down costly dental care.
• Exercise for a healthier body and state of mind. Consistent exercise over time can reduce health-care 

expenses.
• If you drive an automobile, learn how to change the oil rather than paying someone else to do it. Changing 

the oil yourself every 3,000 to 5,000 miles can save up to a few hundred dollars per year and help preserve 
the life of your car. If you are unable or not willing to perform this task yourself, seek out coupons in the 
mail and newspapers for reduced-price, oil-change deals.

• Join a co-op or food-buying club to save hundreds of dollars per year over regular supermarket prices. Call 
the National Cooperative Business Association at 1-800-636-6222 for a list of regional warehouses.

• Buy store-brand cereal instead of national brands. If your household goes through a box or more per week, 
you can save over $100 per year by purchasing store brands.

• Shop around for the best gas prices, and plan your errands and driving destinations to eliminate 
unnecessary miles.

• Pump your own gasoline and use the lowest-octane suggested in your vehicle’s owner manual. You can also 
save on gas by getting your engine tuned up as suggested and keeping the tires properly inflated.

• If you’re considering getting a dog or cat, look no further than your local animal shelters. The small 
purchase fee often includes vaccination and neutering, which can be expensive at the veterinarian’s office. 
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