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CHAPTER TWO

Budgeting and
smart Spending

Once you earn or receive money, whether from a job, an allow-
ance, gifts, or a small business, it becomes important to learn to
manage it carefully. Many people think that money problems crop
up only when someone does not earn enough. In reality, money
problems often occur because people spend
“[Budgeting] gives more than they earn or do not follow a budget.
ﬁ:n(ég"glfgm’ﬁé zgﬂr Budgeting helps you control your spend-
to mak’e informed ing and plan for the future. Making a budget
decisions about is like creating a road map for your money and
spending, saving, financial future. “It gives you control over your
and inVeSEEE money, allowing you to make informed deci-
—;ixgggil;%?:n%irrﬁﬁed sions about spending, saving, and investing,”°
says Taylor Kovar, a certified financial planner.

Budgeting Basics

A budget is a plan for how money will be used. It shows how
much money is coming in (income) and how much is being spent
(expenses) or saved. This helps you decide how much to spend
or set aside for future goals. You can make a budget for a month,
several months, or a whole year.

Creating a budget offers more control over where money
goes, rather than wondering where it went at the end of the
month. “This control is crucial for avoiding overspending and for
ensuring that your financial resources are being used effectively
to meet your goals,”! Kovar says.




Teen Dallin Gariety relies on a budget to help him manage his
money. “My parents have a rule: they will pay for half of whatever
extra thing | want, and | have to pay for the other half,” he says.
“For example, if | want to drive a car, | need to come up with the
money to pay for half of the insurance and half of the gas. If | want
to go on a trip with a school group, | need to come up with the
money to pay for half of the fees associated with it. To make sure
| have enough money for these extra things, | created budgets.”'?

Tracking Income and Expenses

The first step in making a budget is to track income and expenses.
Income is any money received. For many people, income comes
from a job or a regular paycheck. Teens might earn income from
part-time work, babysitting, mowing lawns, or other work. Some
people may also receive money from allowances, gifts, freelance
work, or side jobs. Recording all sources of income shows the
total amount of money available to spend or save.

Expenses are money paid for goods or services. Some ex-
penses are fixed, which means they usually stay the same each
month. For example, rent, car payments, and phone bills are often

A budget is a plan for how a person
will use their money. It shows how

much money is coming in and how
much is being spent or saved.



fixed expenses a person pays each month. Other expenses are
variable and change from month to month. Groceries, entertain-
ment, clothing, and eating out are examples of variable expenses.
Tracking both types reveals where you spend money.

There are several ways to track income and expenses. Some
people write them down in a notebook. Others enter them into
a spreadsheet or use a budgeting app such as Goodbudget or
EveryDollar. Each time you earn or spend money, you should re-
cord it. Over time, a detailed picture emerges of your income and
spending patterns.

Tracking expenses often reveals surprises. Small purchas-
es, such as a four-dollar coffee, might seem insignificant. Over
time, however, these small purchases can add up and become
a much larger part of monthly spending. For example, you might
discover that buying a four-dollar coffee most mornings adds up
to eighty dollars in a month. Seeing these patterns and how they
add up can make it easier to decide whether that is where you
want to spend your money.

Tracking income and expenses also allows you to compare
how much money is coming in and going out. If expenses exceed

Setting SMART Goals

Using the SMART method is an effective way to set clear and realistic financial goals.
The word SMART is an acronym that helps you create goals that are easier to follow and
achieve. Each goal should be specific, measurable, achievable, relevant, and time bound.

Specific: For each goal, you should clearly explain what is being saved or planned
for, such as saving money for a new television.

Measurable: You also need a way to measure progress on a goal, usually by setting
a dollar amount, such as saving $500.

Achievable: A goal should be realistic based on your income and expenses. A goal
that is too large or unrealistic can make it harder to stay motivated.

Relevant: Goals should also be relevant to your needs or plans, such as saving for
college, a car, or an emergency fund.

Time bound: Set a clear deadline for the goal, such as saving $500 in six months.




. .I- | 5
Without clear goals, it can be easy to [ 5
spend money quickly on small things and

end up with nothing left for larger plans.

income, changes may be needed to reduce spending. If income
exceeds expenses, the extra money can be used to build savings
or pay off debt. Once income and expenses are clearly tracked,
it becomes easier to organize spending, set financial goals, and
create a realistic budget that works.

Setting Financial Goals

It is important to set goals when making a budget. Goals help you
decide what you want to do with your money and why saving mat-
ters. Without clear goals, it can be easy to spend money quickly
on things and end up with nothing left for larger plans.

Financial goals can be short- or long-term. Short-term goals
are things someone wants to achieve soon, usually within a few
weeks or months. For teens, short-term goals might include saving
money for new clothes, video games, concert tickets, or a school
trip. Long-term goals take more time and planning. These might
include saving for a car, college, or moving into a first apartment.
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When setting financial goals, it helps to make them specific and
realistic. A clear goal is easier to reach than a vague one. For ex-
ample, instead of saying “save more money,” a better goal might be
“save $800 for a laptop by the end of the summer.” This gives a clear
amount and a deadline, which helps guide spending choices.

Another helpful strategy is to break big goals into smaller steps.
If a teen wants to save $800 and earns $50 per week from a part-
time job, setting aside $15 to $20 per week can slowly build toward
the goal. Smaller steps make large goals feel more manageable.

Budgets can include different types of goals. Some are savings
goals, such as building an emergency fund or saving for something
important. Spending goals include planning how much money to
allocate to entertainment or hobbies, and giving goals set aside
money for donations or helping others. No matter your goal, you

can stay motivated to achieve it by writing it down

“Budgeting helps and regularly reviewing its progress.
me to not overspend For Gariety, budgeting helps him make sure he
on random things | is working toward his financial goals, both short-
want. InSIGAEE. and long-term ones, while still having some money
me make sure | set
aside money for my for fun. “My budgets allow me to save money for
expenses or save college, pay for half of my various expenses, and
for future goals.”* have money left over to spend on whatever | want.”
—Dallin Gariety, 4 AT He says, “I get most of my money from working a
uses A BUCER) part-time job as a lifeguard. The rest | usually get
from gifts. Budgeting helps me to not overspend
on random things | want. Instead, it lets me make sure | set aside

money for my expenses or save for future goals.”'®

Creating a Budget
No one budgeting method works for everyone. People choose
different budget types based on their money habits, spending
needs, and savings goals.

One popular method is the 50/30/20 budget. Using this
method, 50 percent of income is spent on needs such as rent
or mortgage payments, utilities, insurance, car payments, gas,
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