Spending Plans Are Important Money Management Tools
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A written spending plan is the road map that guides us with our money management.  People who have written spending plans are more successful than those who do not write down their spending plans.  


If you do not have a spending plan, the best way to begin is to keep a diary of your expense for a week, or a month.  When you look at every expense you had, you will begin to see categories of expenses.  Typical categories for a family spending plan include the following: housing (rent or mortgage; utility expenses such as electricity, gas, water, telephone, and cable television), food, clothing, insurance, debt payments, entertainment, etc.  After you list all of your expenses, total up the amount you spend each week or month. 


Remember to make a list of seasonal expenses you might have such as car insurance every six months, school supplies, and holiday gifts.  Put a monthly amount to save for these seasonal expenses in your spending plan.  When it is time for the car insurance payment, you will have the amount needed in your savings account.


Total the amount of your expenses.  The next step is to look at your weekly or monthly income.  How does it compare to your expenses for the same time period?  If your income is less than your expenses, you can do one of two things.  You can increase your income or reduce your expenses.  

Most people have to reduce their expenses.  Look at each category and see where you have some things you could do without or reduce your costs.  For example, many phone company plans change often.  Check to see if you have the lowest cost long distance service.  If you are eating out several times a week, eating at home more may be a way to reduce your food expenses.  Give up the premium movie channels on your cable television bill and obtain movie DVDs or videos free from the local library.


After you have a working spending plan, review regularly to make adjustments as you need to.  Spending plans are never cast in concrete.  They should be flexible and adjusted often.
For more information on personal finance, contact the (County Name) Extension Office.

Educational programs of the Kentucky Cooperative Extension Service serve all people regardless of race, color, age, sex, religion, disability, or national origin.
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