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INTRODUCTION

Some of us learn to budget and live frugally while we’re still banking out of a ceramic pig with a coin slot in its back. Personally, I didn’t start figuring it out until I was grown and married, nine months pregnant, and facing looming financial ruin. I was working as an insurance agent, and my husband had a promising job at a dot-com start-up. We were making great money and living a life that seems luxurious to me now. We ate out often and spent money freely. We weren’t reckless, though; we were saving as much as we could. Still, we were counting on things to remain the same, and that wasn’t meant to be.

We had decided I would stay home with our son after his birth, and I was counting the days until I’d become a first-time—and full-time—mom. I vividly remember my husband’s midday appearance at my office, and the sinking feeling in my heart when I looked at his face. We sat on a bench just outside the office as he broke the news to me that he had been laid off—a blow neither of us ever saw coming. Everything in our world was about to change.

Shocked, and days away from becoming first-time parents, we examined our finances and went into emergency mode. Not only would I not be a stay-at-home mom but my job suddenly became the only source of income we had. Our first real, carefully made budget was one in which no matter how we looked at it, our income was not going to cover our bills. It was too late to start spending carefully, or to put aside money for tough times. We were in big trouble, and we were going to be there for a few years to come.

If I could go back and whisper in my own ear when I was a newlywed, I would tell her to be careful with money—to live frugally from the beginning, to not waste, and to be grateful for all the true blessings in her life: a happy marriage, good health, a roof over her head, and the precious family we were about to start. I’d tell her that even though the happy couple might one day prove you actually can live on love for a year or two, it’s a lot easier to both live and love if you have enough money to pay the bills.

With a little luck and a lot of pluck, Ryan and I were able to get back on solid financial ground, a journey I documented on my website, MomAdvice.com. I learned to embrace living small and spending carefully, and I discovered that I find great happiness in knowing we live a life we can sustain—even if misfortune ever comes calling again.

This book is the handbook that I wish I’d had when I was just beginning to learn how to make the most of our money. It starts with the basics of establishing a budget and walks you through getting the most for your dollar, whether you’re shopping for groceries or paying the electric bill. Equally important, it shares countless ways to ensure that even while you are living frugally, you are living well—creating family traditions, foods, and celebrations that the people you love will cherish and remember. This is not a book about “doing without.” It’s a book about making the most of your money; spending carefully and wisely; and using your wits, creativity, and goodwill to give your family a good life for less.

Fortunately for me, frugal habits have become a way of life for our family. My husband and I now have two beautiful children, a home of our own, and careers that seem to be on the upswing. But I have become, for life, a penny-pincher, a careful saver, a homemaker who chooses creative over costly, and a mom and wife who knows togetherness and tradition are the keys to my happiness—things no amount of money can buy.


AUTHOR’S NOTE: As a writer and blogger, I work as a spokesperson and freelance writer for many stores and brands, including Kenmore, Walmart, ALDI, Kellogg’s, and Goodwill. Despite having these relationships, I will always be honest and truthful about what options work best for my family and what products and stores I truly recommend to save on your family budget. All opinions and thoughts on these products and services are my own and are in no way a reflection of my relationship with any company.
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The Budget: Make It,
Live It, Love It


I have enough money to last me the rest of my life—unless I buy something…

—JACKIE MASON
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As a young woman and a mom, I’ve been offered countless nuggets of advice—good, bad, helpful, and just plain silly. Though much of it hasn’t made a lasting impression, a few of the gems have stuck with me: “Be kind to others.” “Get your education.” “Never put off until tomorrow what you can do today.” Those all made sense, and I did my best to remember and to try to follow them.

Unfortunately, there are also some bits of advice I wish I’d listened to right from the get-go, like “Never spend what you haven’t got,” and that Benjamin Franklin classic, passed on by mothers and teachers everywhere: “A penny saved is a penny earned.” They’re such simple concepts, and so completely common sense, but alas, not popular with very many twentysomething newlyweds starting out and only seeing bigger and better things ahead.

When a sudden job loss came into our lives, my husband and I had to regroup and start over with a new appreciation for saving and frugal spending. By then, we were not at square one, but rather somewhere quite far behind it, needing to clear out a mounting debt before we could even think about finding some pennies to save.

In the long run, learning the art of budgeting changed my life for the better. After a very rough couple of years, we found our way back to a semblance of financial stability. By then, I’d learned to cut corners, even when it seemed there were no corners left to trim. I’d learned that there are countless ways to save every day, every week, and every month—and that most of them are not that hard to swallow. I learned that even the toughest budget cuts are far easier to accept than the strain and stress of coming up short when it’s time to pay the mortgage or the utility bills at the end of the month.

Believe me when I say it: A smart budget shouldn’t be the tool you resort to in times of crisis. It should be a permanent, essential piece in the building of your happy home. The keys to getting your budget in order are neither fun nor simple, but once you’ve got a handle on it, you’ll feel like you are in control of your money—rather than feeling like you’re chasing and losing it all the time! After struggling, learning, and finally accepting that we choose to live on a budget—not just temporarily, but always—our family is living frugally, and happily, ever after.

Any good budget starts with the first step of taking an unflinching look at your income and spending habits and figuring out how you allot your resources (and how you want to allot them). Once you’ve got a clear picture of where the money goes, you can start whittling away at your debts, bills, and spending.

Step 1: Get Up Close and Personal with Your Finances

Family finances are kind of like fingerprints—no two are exactly the same. Some families, like ours, have income that fluctuates from month to month and year to year. Some live on a fixed income. Spending priorities range from things like a big house or a safe car to private school tuition, retirement savings, or trying to put enough food on the table for a houseful of hungry teenagers.

One thing that many families have in common, though, is a tendency to inaccurately estimate pieces of their financial picture. The statistics are all over the place, but one recent study reported that 75 percent of respondents underestimate their monthly spending. Another found that consumers estimate their credit card debt at about half of what it actually is. There is a big disconnect for many of us between what our actual financial picture looks like and how we perceive it. So, the first step in any good budget involves getting intimate—and honest—about what you have, what you owe, and what you are spending.

KNOW WHAT YOU HAVE

To be fair, I guess we all have days when we might like to deny the basic facts: our weight, for example; our age; or how much we owe on our American Express. For me, the time for taking a hard look at our finances came when it seemed money was flowing through our hands and we didn’t have enough to cover the bills. Any time is a good time to make a financial assessment, but if you are using credit cards to bridge the gap from month to month or just to get by, the sooner, the better, because this kind of debt can be like quicksand, pulling you in deeper and deeper over time.

Start by sitting down with everyone in the family who earns or spends money and making a basic assessment of monthly net income (the amount each person brings home from each paycheck per month). One Federal Reserve study found that single people in general had a better idea of how much debt they had, presumably since they are in sole control of their expenses. If a couple shares income and expenses, both parties need to be in agreement about any budget for it to work. Gather your pay stubs, bank statements, and bills. Calculate your total monthly credit card debt and any other outstanding accounts that don’t equate to fixed, monthly payments.

CREATE A FAMILY BUDGET BOOK

To really figure out where your money goes, you need to keep track of every dollar for a month or more. Yes, this is a pain in the neck, but it’s the only way to be able to visually see what’s happening to your funds. A pocket-sized notebook works perfectly for this job (as long as each money-spending member of your family keeps one). If you have a smartphone, you can keep a running memo, email, or document with your expenditures in it so you can add them up at the end of each day or week. Or you can download a free printable worksheet—or use one of the many free interactive family budget calculators online.

When you put together your spending log, don’t forget to include bills you only pay quarterly, twice a year, or annually. These expenses—things like insurance payments, auto registrations, and exterminator contracts, all add up. Other easily left out expenses include gifts, drugstore items, take-out food, and auto maintenance. By writing down every little thing, you’ll start to get a clear illustration of what is being spent where.


GREAT GEEKY IDEAS

Mint.com

I’ve always been a pen-and-paper girl, especially when I’m trying to sort something out and make sense of it. That said, drawing a pie chart isn’t one of my specialties, to say the least. Neither is making sure every single receipt ends up accounted for on my monthly spending chart. Despite clinging to my pen and paper, I also use Mint.com, a free, online financial manager that makes it much easier to keep track of our family’s expenses and to set up budgets based on historical spending.

One of the best things about Mint.com is that it can link to any account—including bank accounts and debit or credit cards—and automatically categorizes the easily identifiable expenses like groceries, gas, and utilities. A simple click turns your spending into a chart so you can easily visualize where your money goes. In addition, it can turn your historical spending into a monthly budget, and you can fine-tune it from there.



FIND YOUR SPENDING LEAKS

Creating a livable budget means assessing every aspect of your earning and spending—both fixed expenses and flexible ones. As you’re creating your family budget book and writing down expenses, keep an eye out for your personal spending weaknesses that need to be identified. Everybody has areas where spending seems to slip “under the radar,” and even the smallest of these can really add up. Personally, once I started looking, I found that the vague category of “trips to Target” was costing us a small fortune. Going out for coffee was adding up to a lot, too. Most of all, my grocery spending was out of control. It was (and still is!) all too easy to go out for a gallon of milk and come home with a hundred dollars’ worth of unneeded food.


TAKE FIVE

Five Ways to Teach Your Children to Be Frugal

Raising my children to be frugal is important to me for so many reasons. I want them to understand that resources are limited, that people have to earn the things they want and need, and that they need to grow up to be responsible and selfsupporting. I hope they will learn from their dad and me that being frugal is a wise choice, and one they can be proud of. To help your kids learn to be smart about money, try keeping these five lessons in mind:

[image: ] Teach them to spend. The easiest way to give kids the impression that money is something vague and always available is have them constantly watch you swipe your credit card. If you want to teach your kids to be frugal and be good stewards of their money, make a point of comparison shopping, then paying with carefully counted-out cash. To really help them understand, take them shopping at a thrift store, garage sale, or other low-cost venue with a couple of dollars of their own and help them make smart selections.

[image: ] Don’t waste. And explain to your kids why they shouldn’t be wasteful, either. We live in a world that’s full of disposable stuff, and I think we have a responsibility to teach our children to take care of their belongings and only use what they need. When a toy gets broken, try to fix it instead of automatically replacing it. When your children outgrow their clothes and shoes, let them help clean, fold, and sort them to be handed down or donated.

[image: ] Show them some things are worth the wait. Delaying gratification may be one of the most important things you can teach your children. When kids have a chance to want and wait (and save) for things that matter to them, they appreciate them more, and they begin to understand a concept that will one day help them into their first car and first mortgage. You can teach your children by showing them how you wait and save for things you want, and also by encouraging them to work toward things they want.

[image: ] Share some details. You don’t have to (and shouldn’t) explain all your financial details and woes to your kids, but you should help them gain some perspective on where the family’s money goes. Explain why you are buying what you’ve chosen and make the kids a part of the process. Help them understand that being frugal doesn’t mean living without rewards—it just means being smart about how and how much you spend. A pie chart of household expense categories is a great way to offer an easy-to-understand visual for a middle-grade child (or even one much older than that).

[image: ] Be honest. If your family is struggling with financial issues, talk to your child about the choices you are making to overcome them. Ryan and I chipped away at our credit card debt for years, and we tried to be as open as possible with our children about what we were working for and why. They understood we were cutting corners in other parts of our budget to pay our debt. When we finally settled the last of it, we threw a paying-off-the-credit-card party with the kids. They knew they had been part of our family’s sacrifice to dig out from under that debt, and we wanted them to feel a part of the success, too.



Pinpointing your spending pitfalls doesn’t necessarily mean giving up things you enjoy or splurge on. Instead, it means recognizing them, considering them in the big picture of your budget, then choosing what is and is not worth your extra cash.

VISUALIZE YOUR BUDGET PIE

If seeing is believing, then there may be no more powerful budgeting tool than a simple pie chart. This visual aid—the one we use to help children understand how the parts of a whole are divided—is just the in-your-face tool I need sometimes when one piece of our family’s budget starts taking up too much of the whole. Our pie has changed drastically since we were newlyweds, when it seemed big housing and eating-out budgets were perfectly reasonable, and savings was such a tiny sliver on our chart it might not have been visible to the naked eye.

A look at the average American household’s basic budget can help put your own spending in perspective. Consider these typical major monthly expense averages (after taxes) from the U.S. Bureau of Labor Statistics:


•  Housing: 34 percent. The average family spends the biggest portion of their income on housing and related utilities.

•  Auto, gas, and transportation: 17 percent. For the lucky few who work close to home, this expense may be as low as 10 percent, but for those with long commutes, it can easily exceed 20 percent.

•  Food: 13 percent. When you add up both store-bought food and restaurant and take-out meals, the average American family spends an average of 12 to 15 percent of their income on what they eat. This is far less than what our grandparents and great-grandparents spent on food—an average of around 30 percent of their income. There’s a big catch here, though, and it’s one we need to all remember both as consumers and as compassionate neighbors. The lower a family’s income is, the more likely they are spending a higher percentage of income on food. In many low-income families, food is the biggest single expense in the budget, outpacing even housing.

•  Personal insurance and pensions: 10 percent.

•  Health care: 6 to 7 percent.

•  Entertainment, education, clothing, services, and miscellaneous: 18 percent. While some costs in this area, like student loans and child-care expenses, are fixed, this broad category and that of food spending are the ones where most families can pare down costs when the budget gets tight. In our household, I break it down into spending in categories like gifts ($25/month), entertainment ($60/month), “mad money” ($40/month), and clothes ($40/month). I make sure to monitor how much of our “pie” this spending takes up from month to month, in case we need to make adjustments.



SHAKE UP YOUR SPENDING HABITS

I think budgeting is a lot like dieting. If you go all out on some crazy starvation scheme, you’re not likely to stick to it. If you make small changes and learn to live with them, you’re more likely to stay focused on and meet your long-term goals. Also, every budgeter (and every dieter) slips up from time to time. The most important thing is knowing that living within your means is important to you and learning what your personal pitfalls are and how to avoid them. For so many of us, the first big step in changing our spending habits is finding a way to be truly conscious of them. I recommend trying one of these spending shake-ups for a month:


Become a cash-only consumer. There’s no arguing against the convenience of credit cards—a little piece of plastic in your pocket that can cover the cost of anything is much easier to manage than a wad of cash that has to be apportioned, reckoned with, and held in reserve for a greater need. Cash spending is, as one psychological study put it, “transparent,” while spending with credit offers just enough of the illusion of there being plenty of resources to go around to get us into trouble.

Spend a month on the envelope system. This age-old system is one that is believed to have been popular during the Depression, when banks weren’t necessarily considered the safest place to keep one’s money anyway. Today, financial guru Dave Ramsey and many others advocate it because it gets down to the nitty-gritty of learning how to spend only what you have.

The envelope system relies on the very basic premise that most people don’t spend as much in cash as they do with other forms of payment. Here’s how it works: At the beginning of the month (or the week, if you want to start small), allocate the money for your major bills and pay them as you normally would. Then, decide how much money you want to budget for all the other spending in your life—groceries, dining out, apparel, drugstore items, entertainment, gifts, gas, and so on. Now withdraw the amount you’ve allowed yourself from the bank, and put each budget—in cash—into an envelope labeled for that category of expenses.

Spend only what’s in each envelope. If you can shuffle money between envelopes without shortchanging another expense, that’s allowed, but withdrawing more money or getting out your credit card makes the system a complete bust! It may actually take more than one month to figure out how to get by on just the cash you give yourself, but this exercise can really help put spending in perspective for any family.




FAMILY TRADITIONS

Take a No-Spend Challenge

One of the tools that has best helped me to assess and reconsider my spending habits is occasionally taking what I call a No-Spend Challenge. After trying out an occasional money-free weekend and doing pretty well, my husband and I first tried this experiment a few years ago in February. I chose February because, well, it’s the shortest month! Plus, we don’t have any birthdays or other big extra expenses that month.

We set aside a modest gas and grocery budget and paid our fixed bills as usual. Other than that, though, we committed to not spending any money for the whole month. No incidental spending on a coffee with the girls, no trips to Hobby Lobby, no books, no unnecessary toiletries, no movie tickets, no Happy Meals, no—you get the idea. I know it sounds tough, but we approached it like an adventure—something along the lines of going camping in the backyard.

We enlisted our kids to help come up with fun ways to pass the extra time we’d have, since we would not be spending any of ours shopping. Their ideas included breaking out our board games, making a treat from ingredients in the pantry, watching some of our long-neglected DVDs, cleaning out the laundry room (that one was my idea!), and going to the library.

I’m not going to lie and say it was easy, but at the end of the month we had spent a grand total of just fifty-five dollars in discretionary funds. Along the way, I realized that while I was choosing not to spend, I was able to truly appreciate how plentiful my life already is. Instead of thinking about the things I wished I could buy, I discovered how little I need to be happy.

As consumers, we become conditioned to spend, spend, spend, so that initial week of our challenge proved difficult, but getting over the hump




Step 2: Cut Back on the 
Big and Small





























































Step 3: Shop Smarter to Save Money on Everything




































Step 4: Pay Down and Save Up
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