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Capture the Power of a Spending Plan

“Why doesn’t my spending plan
work?” Even with the best of
intentions this can happen to you.
You take the time to write out a
spending plan and then it just
doesn’t work out.

Imagine a pot of boiling water. The steam from the pot
is flowing out and you are unable to control it or use it.
You get frustrated and put a tight lid on the pot to stop

the steam from escaping, resulting in an explosion. Or
you set up a structure to capture the steam so you have

control over the steam and are able to
use it for ironing or pressure cooking.

The same principles apply to a spending
plan. The purpose of a spending plan is
to help you have more control over your
money and increase your ability to use
your money the way you intend. Spend-
ing plans don’t work if you set your goals too tight so
there is not room for movement or too loose so there is
too much room for unobserved spending. The purpose
of a spending plan is to help you have more control
over your money so you can make good choices -
choices that support your financial goals.
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Set realistic goals

What you think you spend and what you actually spend
could be very different. The best way to determine
realistic numbers is to track your spending in a specific
area of your budget for one to four weeks. The amount
spent for food is often underestimated. You can easily
forget to account for small purchases.

For example you may not have
included the cup of coffee purchased
every morning. If your coffee costs
50¢, that adds up to $3.50 a week, $14
a month, and $168 a year. This is the
type of expenditure that can sabotage a
spending plan if it’s not accounted for in your plan.

To find out what you spend in a month on food, track
all food purchases by writing down what you spend,
keeping receipts, or using your check book register.
This includes groceries, snacks, eating out, take out,
work/school lunches, coffee/pop, and treats.

Be specific
If your categories are too general it can allow for

=~ overspending. For example, one woman had a
& spending plan with these categories: Mortgage,

Insurance, Car Payment, Utilities, Groceries, and
“Everything Else.” When asked what was included in
“Everything Else” the list was quite long. Spending
plan categories need to be very specific to help you
understand where your money is
being spent. The “Miscellaneous”
category that accounts for books,
magazines, music, snacks,
emergencies, and donations is too
general and allows for too much
unobserved spending.

Instead of miscellaneous, list each item as a separate
category, reading material, music, snacks,
emergencies and donations. This will help you see
where your money is going and to help you decide




where you might want to make changes in your
spending. For instance if you needed to spend less, in-
stead of decreasing your general fund of
miscellaneous” you could decide to decrease spending
in a specific area. If you decide to spend $10 less a
month on reading materials, you can then get creative
on how to get your reading needs met differently. For
example: join a book club, buy used books, barter with
a friend, or use the library.

Non-Monthly Expenses

An effective way to prepare for non monthly expenses
(expenses that occur every few months) in your
spending plan is to have specific categories that alert
you to save for these future expenses. You can tag
these categories as Save Items. Save Items are
non-monthly expenses such as water bills, insurance
payments, gifts, or taxes. For
example, if your car insurance is $800
every 4 months, you need to save
$200 a month in order to have the
$800 when the bill is due. On your
spending plan, you would record $200
a month for car insurance and mark it with an “S” to
identify it as a Save Item. Add together all your Save
Items for the month and set aside this total every
month.

Non-Monthly Expenses

Car Insurance $200

Water Bill $

Gifts $

S
S
S
q Taxes $
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Allow for the unexpected

No matter how much we plan,
life has its own agenda. An
unexpected expense can create
havoc with any spending plan. The best way to deal
with the unpredictability of life is to have layers of
protection. In our spending plans this can happen
by developing categories of savings that will build
up over time. These categories would be for
expenses we know could happen in the future, but
there is no time frame attached to them. These
categories could be labeled car repair, house
repairs, yard expenses, medical expenses,
emergency expenses. Then you will be ready when
the unexpected pops up. Over time, $20 or $50 a
month will add up and create a layer of protection
for you when life brings an unexpected expense.

Unexpected Expenses

Car Repair

House Repair

Yard Expenses
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Medical Expenses
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Emergency Expenses

Saving money is not the only way to plan for the
unexpected—there are other ways to help you stay
within your spending plan. For example, having
health insurance, car insurance, disability
insurance, and being aware of your community
resources.

For more information contact: Gayle Rose Martinez, Clark
County Family Living Agent, University Wisconsin-Extension,
517 Court St., Courthouse Room 104, Neillsville WI 54456 or
call 715-743-5121, FAX 715-743-5129

Email: gaylerose.martinez@ces.uwex.edu

"An EEO/AA employer, University of Wisconsin Extension provides equal opportunities in employment and programming, including Title IX and ADA requirements. Please make
requests for reasonable accommodations to ensure equal access to educational programs as early as possible preceding the scheduled program, service or activity."



