Building Your Budget & Living Within It

A written, monthly budget allows you to plan for how you will spend and/or save your money each month and also to keep track of your spending patterns.  The following is a step-by-step guide to help you make an accurate and helpful personal budget.
1. Gather every financial statement you can. This includes bank statements, recent utility bills, and any information regarding a source of income or expense. You might ask a rental agent for information about estimated utility costs (variable). You might ask me for an older Lang Scholars’ internship budget for ideas regarding cost. For instance, if she/he/they worked in a similar/same area where you will work, this might help you to get a sense of how much to budget for food, etc. The more information you can dig up the better.

a. https://www.nerdwallet.com/cost-of-living-calculator
b. https://www.expatistan.com/cost-of-living
2. Record all of your sources of income. The standard College rate for summer internships is $4,500. If you have any outside sources of income, be sure to record this as well for your reference. Record this total income as a monthly amount.

a. If you have additional source(s) of income, you should include this amount on the worksheet.
3. Create a list of monthly expenses. Write down a list of all the expected expenses you plan on incurring over the course of a month. This includes rent, transportation, groceries, utilities, etc -- essentially everything you spend money on. 
a. Fixed expenses are those that stay relatively the same each month and are required parts of your way of living, like rent. 
b. Variable expenses are the type that will change from month to month like groceries, eating out, entertainment, etc. **This category will be important when making adjustments if/when you find you’re over budget at the end of the month.**
4. Total your monthly income and monthly expenses. If your end result shows more income than expenses, you are off to a good start. If you are showing a higher expense column than income it means some changes will have to be made.

5. Keep Track of Expenses. Record your daily spending with anything that’s handy: pen and paper, app on your smartphone, etc. Save your receipts. Make use of the Excel budget template.

6. Make adjustments to expenses. If you are in a situation where you notice that your expenses are higher than income, you should look at your variable expenses to find areas to cut. Since these expenses are typically nonessential, it should be easy to shave a few dollars in a few areas to bring you closer to your income. Look for ways to spend less. Small savings can add up to a lot of money. For example, try shopping at a cheaper grocery store, buying generic brands, or experimenting with cooking at home (eating in is cheaper than eating out).
7. Review your budget monthly. It is important to review your budget on a regular basis to make sure you are staying on track. After the first month, take a minute to sit down and compare the actual expenses versus what you had created in the budget. This will show you where you stayed within your budget and where you didn’t. 
Adapted from: http://financialplan.about.com/od/budgetingyourmoney/ht/createbudget.htm

