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Keep Your Financial House in Order: 11 Tips to Stick to a Spending Plan

If you’re a person who has goals that require money to achieve, if you’re someone who wants greater control over your finances or your spending habits, or if you just want a clearer idea of where your hard-earned money is going every month, then you could realty benefit from a spending plan.

A spending plan is a clearly articulated gameplan for how you intend to allocate the money coming into your household to cover nondiscretionary items(needs, such as food, shelter and a retirement nest egg) and discretionary items (wants, such as vacations, eating out and luxury goods).

Getting a spending plan is the easy part. Simply visit www.PlannerSearch.org, the Financial Planning Association’s searchable national database of personal finance experts, to find a financial professional in your area who can help devise such a plan for you.

The hard part is sticking to that plan, because, as David J. Haas, a Certified Financial Planner™ with Cereus Financial in Franklin Lakes, NJ, points out, “It can be very difficult for people to change their habits around money and how they spend it.”

The benefits of following a spending plan are substantial. Not only will it provide you with a better handle on household finances, it’ll illuminate a clear pathway to reaching your near- and long-term goals, financial and otherwise. And it may actually help free up money to spend on things you really want or enjoy.

How to realize those benefits? The financial professionals with whom we spoke have found that the following tips consistently keep people on track. But as Haas notes, “You have to figure out what is going to work for you.”

1. Be specific. “Don’t just say, ‘I will spend less on food,’” advises Haas. “You need to have a plan to only eat out once a week instead of three nights a week or to bring leftovers from home instead of eating lunch out.” Being specific means analyzing what you’re actually spending, not what you should be spending, he adds. It also means quantifying the actual savings you expect to reap from each item in your spending plan. Know exactly what your budget allows for you to spend in a specific area, such as eating out, so you can plan accordingly and live within your means.

2. Take aim at discretionary spending first, but be sure to also target fixed spending. 
Discretionary spending tends to be the most straightforward to address. However, “the fixed part may be the most important to lower,” says Haas. “But that can take more time.” He suggests first finding areas of discretionary spending to curb — shopping habits, eating out, drinking expensive espresso drinks on a daily basis. Then turn to the lowest-hanging fruit within your fixed expenses — refinancing a mortgage; shedding an expensive-to-maintain car in favor of one that’s less costly to maintain; finding a cheaper cellphone plan or a better deal on communications services like cable or satellite TV.

3. Maintain(or establish) an emergency fund to cover unexpected expenses. 
Without adequate savings to provide a financial cushion when the unexpected inevitably happens, “your spending plan goes out the window when your car needs repair or your washing machine breaks,” Haas says.

4. Establish a few simple guiding principles to underpin your plan — things like “We’ll use cash instead of credit cards whenever possible” or “We’ll hit the mall monthly instead of weekly.”

5. Set tangible, realistic and measureable goals and milestones to which you can refer to motivate you to stick to the plan, things like saving to buy a home or a car, or to fund a vacation. Include incremental targets for progress toward meeting your goals. “You have to have something that motivates you and keeps you focused and on task,” says Therese R. Nicklas, a Certified Financial Planner™ with U.S. Wealth Management in Braintree, MA.

Those goals should be meaningful enough that they inspire you to choose long-term gratification over immediate gratification, adds Denver-based Certified Financial Planner™ Chad S. Hamilton.

6. Give yourself some carrots. 
Build incentives into the plan — rewards to give yourself and other members of your household for hitting certain incremental targets. Even a modest reward will help reinforce why you’re doing this in the first place: “We’re 50% of the way toward meeting the goal for our home downpayment. Let’s go to the movies!”

7. Build flexibility into the spending plan to accommodate unforeseen events and changing circumstances. A plan that’s too rigid sets you up to fail. Instead, revisit and revise the spending plan as necessary.

8. Don’t be afraid to play headgames.
Put yourself in the right mindset by envisioning "the end result of successful budgeting, such as all of the excess money you will have once you have paid off the credit cards,” suggests Ronald R. Oldano, a Certified Financial Planner™ in Wesley Chapel, FL.

9. Find a financial professional for support, guidance and accountability. 
It helps to have an ally for an undertaking like this. All the better if that ally not only can reinforce the justifications behind the spending plan to help keep you on track, but also help design and quarterback the plan on your behalf. That advisor can serve as a coach, a motivator, a sounding board, a sympathetic ear and an information resource.

10. Take advantage of tech tools: The world is full of apps and online tools to help create and stick to a spending plan. The website Mint.com offers a range of free online personal finance tools, along with a downloadable app for the iPhone, Android and iPad. Another free resource is the Financial Planning Association’s guide, Budgeting: Managing Your Money With a Spending Plan, downloadable via this link: 
http://www.fpanet.org/docs/assets/F309608F-1D09-67A1-7A846DEC415D5FE6/budgetingGuide.pdf.

11. Put it all in writing. Having an articulated plan in writing makes it more real and gives it more weight, says Haas.
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