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Student Resource 7.1
Reading: Budgeting Basics
About Budgeting
Budgeting is about learning to keep track of your money so that you can enjoy spending and saving. Because your monthly living expenses and income are, for the most part, similar every month, it is possible to set aside what you’ve committed to others (expenses) and yourself (savings), and then have some fun money left over. Your financial life and future become clear and predictable after grouping your expenses and income in a simple format that you update regularly.
Also, when you group things together, it’s easy to see where the majority of your money is coming from and where it’s going. If you catch yourself saying, “I can’t afford it,” you can look at the groupings to see at a glance where your budgetary challenges and opportunities lie. You’ll be able to prioritize what’s important to you while keeping a grip on your spending within your budget and making regular visits to your online banking accounts or reviewing printed bank statements.
Money coming in. Track any income and all money you receive.
Money going out. Track everything you spend money on.
Find the balance. Add up all your expenses and all your income and compare the results. If you have more income than expenses, you have an opportunity to pay off debt, save, or possibly invest. If you have more expenses than money, here’s your chance to evaluate your goals, wants, and needs.
Regular review. A budget is important, but it doesn’t take the place of tracking actual spending (which may vary) in your checkbook register, on a spreadsheet, or with online tools.

Creating a Personal Budget 
Michael is a part-time student who is working full-time at a warehouse-stocking job. He receives $9.25 an hour (before deductions) and is taking one class at the local community college. He has put income in the left column (if he had a second job or additional source of income, it would go below the job listed) and expenses down the right side (usually calculated as amount per week times 4 weeks). At the bottom, both columns are totaled. Important: They need to balance! But keep in mind that savings can always increase if income exceeds the total of the other expenses.
[image: personal budget]

Food for thought: Could you afford a car on this budget (that is, could you cut something out to put in car payments, insurance, gas, service, and registration)? How about a gym membership? Contributions to a savings account to fund a future vacation or replacement car? What about money for a retirement savings plan such as an IRA?
Keep in mind that businesses do budgets basically the same way—income on one side, expenses on the other. They also have to make choices about how to spend their money.

Living within a budget
1. Try on your budget. Once you’ve created your budget, try it out. Can you live with it?
Evaluate your spending versus your budget. Does it match up? If not, are you overspending in the same category month to month, or are you unwilling to give something up that you thought you could? Adjust your budget to meet your real-life situation.
Keep a pulse on your budget. Once you create a budget you can live with, stick to it month to month. If something is coming up (e.g., a wedding or travel), plan ahead by cutting something out temporarily or taking on a part-time job.
Be realistic. It’s not right or wrong to be under or over budget. Don’t beat yourself up—be true to yourself.
Some ideas for saving:
Trim the excess. Can you cut text messaging, caller ID, or other extras? Look at your utilities and service packages to see what you can live without. Can you take shorter showers? What about buying an area heater instead of using central heating?
Watch your cash expenses. Cash is very easy to lose track of—collect receipts to reconcile with your budget. Consider even keeping a written log of your use of the cash in your wallet. Hint: Sometimes the work of keeping track will make you want to not spend—or consider an impulse purchase more carefully.
Multiple services or new provider. Check to see if one provider can offer multiple services at a discount or a new provider can offer a better rate (loans, car insurance, etc.).
Pay bills on time or sign up for automatic withdrawal, electronic reminders, or free overdraft protection to reduce fees and increases.
Employee discounts. Work where you shop for a hefty discount.
Manage your cash so you can pay credit card bills in full each month. If you put all your income (like your payroll direct deposits) in a checking account, you can also keep a total of your credit card charges and mentally subtract it from your checking account balance on a regular basis. This can help you to know when to stop using the card.
Other financial tips and ideas:
Irregular expenses. If your car insurance is paid every six months, ask for a monthly payment (which may include an interest payment) or hold that money separate so it’s available when needed. If your insurance company charges for this service, put the money in your savings account each month that you would have paid the insurer, and at the end of six months, pay your bill from the money in your savings account.
Duplicate checks are helpful for tracking and error resolution.
Take all receipts at point of sale and ATMs. Consider putting notes on them so that you can better track what you used the money for.
Keep your statements. File your bills by company for easy reference and averaging (it’s recommended to keep records for a year or more).
Use technology if it works for you. If using a computer and a spreadsheet software program, or even a personal finance program, appeals to you because it makes it easier, by all means, do use it! Technology can make budgeting more convenient.

Balancing Your Checkbook
Find the way that makes you feel the most comfortable when you track your checks and balances and it will become your weekly or monthly ritual. Use your check register or a spreadsheet on the computer for easy calculation; regardless of the method, the steps for tracking are the same.
Why should you balance your checkbook? 
Balance your checkbook so that you’re in control of your financial decisions.
1. Find mistakes. Banks (and people) make mistakes.
Error resolution. Month-to-month money management makes it easier to find an error than trying to find a mistake that happened months ago.
Avoid fees. Returned check or insufficient fund fees run typically $25 or even $35 per incident. Checks usually bounce because the check writers don’t know how much money is in their account, so often they bounce several checks at once. The total cost of not balancing a checkbook can easily be over $100—an expensive error.
Outstanding checks. Sometimes checks get lost in the mail or at the store. It is important to balance your checkbook to know that all of your checks have cleared the bank within a reasonable length of time. This ensures that your bills are paid accordingly and helps protect your credit rating.
How do you balance your checkbook?
1. Check clearing. Find checks that have and haven’t cleared. Check off the ones that appear in your account history and note those still outstanding.
Deposit tracking. Make sure each deposit shows on your statement and is recorded. Check off the deposits that appear on your account history. Also include any interest that posts to your account.
Withdrawals and debit card. Make sure each withdrawal and check card purchase is recorded.
Fees. Record any banking charges or fees.
Total debits and credits. You can use the reconciliation form on the back of your bank statement, or a computer spreadsheet. Enter the balance as shown on your bank statement. Add any deposits that did not clear the bank.  Subtract all the checks that haven’t cleared, or any outstanding debit card purchases or withdrawals.
Compare. Compare this new calculated balance with your checkbook balance. If it does not match, check your math.
Congratulations! You’re on your way to better understanding and controlling your financial destiny. Take your time and eventually you’ll have a budget that allows you to live as you choose.
Student Resource 7.2
Assignment: Forecasting
ECPak’s president, Eduardo Cisneros, has asked your team to make a presentation to the company’s management team at an upcoming retreat. The presentation is to provide company leadership with a picture of where the company and its industry are headed over the next three to five years.
Use the data below to write a brief summary that clearly explains what sort of growth in profits ECPak should expect. Support your reasoning with specific examples from the data.
HISTORICAL DATA
	Year
	ECPak Sales 
(MP3 units sold)
	ECPak Profits
	ECPak Profit per Unit
	Industry Sales (MP3 units sold)
	Industry Profits 
(in millions)
	Industry Profit per Unit
	ECPak Market Share

	2001
	1,210
	$115,000
	$95
	28,000
	$3.5M
	$125
	4.3%

	2002
	3,490
	$325,000
	$93
	73,000
	$7.9M
	$108
	4.7%

	2013
	6,500
	$555,000
	$85
	189,000
	$12.8M
	$68
	3.4%

	2014
	8,900
	$721,000
	$81
	360,000
	$21.7M
	$60
	2.5%

	2015
	12,400
	$815,000
	$66
	547,000
	$29.2M
	$53
	2.3%


SURVEY DATA
Last month, a private polling organization conducted a telephone survey of 1,400 individuals aged 15 to 40. The results of the survey are summarized below.
	Question
	% Answering Yes

	I currently own a digital/MP3 player.
	44

	I expect to replace or upgrade my MP3 player in the next three to five years.
	29

	I expect to purchase my first digital/MP3 player in the next three to five years.
	34

	I regularly purchase music online.
	22

	I watch video on my digital/MP3 player.
	12

	I expect digital/MP3 player prices to decrease in the next three to five years.
	86

	I expect digital/MP3 player technology to improve in the next three to five years.
	92


	
Directions: You have been asked by Eduardo Cisneros to make a prediction of where his company will be in the next three to five years. Your job is to write a summary that accurately informs management of where the company is headed.
Make sure your assignment meets or exceeds the following assessment criteria:
The summary provides an accurate overview of the historical data presented. You should compare ECPak sales with industry sales.
The summary includes an accurate overview of what the survey data claims.
The summary clearly explains what sort of growth in profits ECPak should expect. Support your reasoning with specific examples from the data.
You conclude the summary with a realistic prediction of where the ECPak Company is headed in the next three to five years.
The summary is neat, legible, and presentable and uses proper spelling, grammar, and punctuation.
For example:
I believe that the ECPak Company will continue to see growth in the number of units sold and their profits. Based upon the historical data presented, not only have ECPak’s sales and profits soared but the industry in general has seen amazing growth within the last five years. When looking at the survey data, I predict that the industry should expect to see a continued increase in sales as well as profit based on the fact that one-third of those surveyed have plans to replace or purchase an MP3 player in the next few years.
The ECPak Company should also continue to budget for ways to make improvements in the technology of each unit. Consumers will expect, if not demand, that the player they purchase is equipped with all of the current technological options. 
Student Resource 7.3
Diagram: Forecasting
Student Name:_______________________________________________________ Date:___________
Directions: Use this graphic organizer to help you organize your thoughts during the teacher lecture. Under each of the subheadings (Costs, Benefits, Methods, and Other) explain in your own words how it relates to forecasting. A few examples have been done for you.
[image: forecasting diagram]
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Source of Amount Expenses Amount
Job Rent (1/3 of total for 3-person share) $425
$314.50 net/week x 4
weeks
($9.25/hour x 40 Transportation 596
hours/week x 4 Bus fare ($2/ride x 12 rides/ week x 4 weeks)
weeks; less 15% in
deduciions) $1258
College clgs_s (tuition, books, supplies: Total for $60
semester divided by 4 months)
Food
*  Groceries, toiletries & paper products $200
* Eating out (once a week) $80
Utilities
* Gasand electric (1/3) $40
*  Water (1/3) $12
* Cell phone service $35
* Land line (see Entertainment)
Health (Megiic_al, dental insurance: Employer $110
pays half; this is your share)
Entertainment
* Basic cable, Internet, phone land line $100
¢ Movies (2 per month) $20
*  Day trips (1 per month) $30
Clothing $25
Savings $25
o $1,258 $1,258
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