I'm going to ask you to take a poll. The reason I’m asking is that I want us to take a minute and explore your past experience with budgeting and your relationship with budgeting and planning your money. Discussing this will give us a sense of how you feel about budgeting, which is what we’re talking about today. I’m going to launch a poll and I’d like you to answer as honestly as possible.
The first question is: I have made a budget in the past, true or false. Four of you indicated that you have made a budget. I’m going to choose one person to explain the benefit of having a budget and using it in the past. Yara, I presume you said this because at some point you probably did not have a budget.
Well, I didn’t have a budget. I didn’t know exactly where my money was going. I would just grab money from my account and sometimes find I didn’t have enough to pay my cell phone because I had spent on other things. Now that I do budgeting, we know exactly where our money is going and we have a plan—this is for bills, food, and entertainment—and now I know exactly where my money is going.
You made a great point: before, you were just hoping you made it to the end of the month and maybe had enough money to pay bills. Having a budget allows you to take control of your finances, watch where everything is going, and manage your own money. That’s a great response.
The next question: I constantly stick to a budget. Some people stick to it, some don’t. Yara, what are some things you do to help manage budgeting consistently? My husband and I track how much we make, how much we have to pay each month for bills, and how much extra we have. When we have extra, we save because we’re saving for a bigger car.
Having a long-term goal is important. Whether it’s buying a car or a house, you have to be disciplined, set money aside, and plan ahead. Later, we’ll discuss additional strategies to help you stick to your budget.
If I asked you for a definition of financial literacy, it might be difficult. The easiest way to start is to make associations with the words “financial” and “literacy” and then try to come up with your own definition. Can someone give me a word related to financial or finances? Investments. Great. You can type “Investments,” hit save, and it will appear on the board. Take a minute to brainstorm as many words as possible that you associate with finance or financial, and add at least one post-it per person.
I see some wonderful terms coming in: banking, investments, savings, money. Great job. Let’s talk about these words. Some of you wrote “bills.” How does that relate to finances? You need to know how much money you make to pay your bills. That’s part of financial management: understanding your expenses, knowing how much you have, and managing the inflow and outflow of money. Finances also involve how we spend, save, invest, and plan for the long term. Banking relates to finances because it allows you to manage your money.
So finances have to do with how we spend, save, and plan for the future, whether for college, emergencies, or other goals.
Next, the word literacy: what do you associate with it? Reading, understanding, communicating. Understanding is crucial because it allows you to grasp the meaning of statements, rules, or information and apply it. Being literate allows us to acquire knowledge and apply it effectively.
Now I’m going to show you the formal definition of financial literacy: it is the ability to use knowledge and skills to manage financial resources effectively for a lifetime of financial well-being. Do you think we came close in our discussion? Yes, we talked about acquiring and applying knowledge, and planning for the long term. We were able to come up with a pretty close working understanding of what financial literacy means. Thumbs up, guys. Good job.
