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BUDGETING
The Basics of Budgeting

The basics of budgeting are to form good financial habits 
and develop an awareness of spending. Many resources 
exist to help students create and manage their budgets. 
Counselors should work with students to find the budgeting 
tools and techniques that work for them. StudentAid.gov 
hosts a budgeting video that can be useful when helping 
students in the early stages of this process.

The methods for conveying the basics of budgeting will 
vary by school and by student. Within the framework of the 
financial literacy information and resources provided here, 
we strongly recommend promoting the use of a budget and 
addressing the benefits and concepts discussed below.

The Benefits of Budgeting

Budgeting is important because

•	it helps students meet their expenses and create plans 
to reach their financial goals; 

•	short-term and/or long-term financial goals help create 
a framework conducive to financial success;

•	 it helps students develop a sense of control over  
their money;

•	 it reduces students’ anxiety levels regarding financial 
and academic matters;

•	 it can contribute to students’ creditworthiness;

•	 it improves students’ understanding of their school’s 
Cost of Attendance (COA); and

•	it identifies where funds should be going versus 

http://StudentAid.gov
http://StudentAid.gov/how-calculated
http://StudentAid.gov/how-calculated
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http://StudentAid.gov/resources#budgeting-video
http://StudentAid.gov/budget
http://StudentAid.gov/budgetingtips
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Needs vs. Wants

It is a good idea for students to create a needs versus 
wants checklist. Doing so, in combination with creating a 
budget, is a good starting point for students to reach their 
short- and long-term goals. Needs are required for survival 
(food, clothing, shelter), and wants are things that might 
not be as necessary as students think. The goals that 

http://www.annualcreditreport.com
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BORROWING

Borrowing Fundamentals

Most students use federal loans to help finance their 
studies and some may turn to private loans. Taking 
out a loan is an important financial decision that can 
affect a student for years to come. It is critical for 
students to understand their loan options and associated 
responsibilities in order to make good borrowing 
decisions.

Before taking out a loan, students should be encouraged 
to use all available grants and scholarships since they do 
not need to be paid back. After accepting all grants and 
scholarships, students should consider if they are eligible 
to participate in the Federal Work-Study Program. Many 
work-study job opportunities are on or near campus and 
earnings from this program do not reduce eligibility for 
grants in the future. Students should consider the time 
commitment when working and weigh this with the need 
to focus on academic studies. 

If all of these options are not sufficient to pay tuition 
and other education-related expenses, students should 
consider the William D. Ford Federal Direct Loan 
Program and the Federal Perkins Loan Program. These 
federal programs offer more repayment options and 
critical protections for students than private loans.

Private Loans

Private loans should be the last financing option to 
be considered and used. Private student loans are 
nonfederal loans made by a lender, such as a bank, 
credit union, state agency, or a school. They do not 
typically offer many of the benefits of federal student 
loans, such as fixed interest rates and income-based 
repayment plans. 

Borrowers of private loans also have fewer options for 
forbearance or deferment, and may have more difficulty 
getting back into good standing after default. Students 
should be encouraged to seek financial counseling before 
taking out private loans.

Federal Loans

William D. Ford Federal Direct Loan Program 

Direct Subsidized Loans

•	Direct Subsidized Loans are available to 
undergraduate students who demonstrate financial 
need.

•	Generally, no interest is charged when the student 
is enrolled at least half-time, during the grace 
period, or during deferment periods.

Direct Unsubsidized Loans

•	Direct Unsubsidized Loans are available to 
undergraduate, graduate, and professional 
students.

•	Students do not need to demonstrate  
financial need.

•	Interest is charged during all periods.

Direct PLUS Loans

•	Direct PLUS Loans are available to graduate  
and professional students, and to parents of 
dependent undergraduate students to pay for  
their children’s education.

•	Borrower must not have an adverse credit history. 

•	Interest is charged during all periods.

•	Parent borrowers may request deferment while the 
student is enrolled at least half-time, and for an 
additional six months after the student ceases to be 
enrolled half-time.

Direct Consolidation Loans

•	Direct Consolidation Loans combine eligible federal 
student loans into a single loan with a single 
servicer.

•	Borrowers should check to see if they qualify for 
this option at StudentAid.gov/consolidation.

Federal Perkins Loan Program

•	Perkins Loans are available to undergraduate, 
graduate, and professional degree students who 
demonstrate financial need. 

•	Low interest rates are offered.

•	Schools are the lenders.

http://StudentAid.gov/consolidation
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Borrower Responsibilities and Options

Whether using federal or private student loans, students 
should be aware of the details of their loan(s), as well 
as their responsibilities and options as borrowers. Some 
questions to ask are:

•	Is it necessary to accept the full loan amount that  
is offered? 

•	When does the repayment period begin?

•	Does interest accrue while the student is enrolled  
in school?

•	How long is the repayment period?

•	When will a loan be considered delinquent?

•	If a loan becomes delinquent, when will it  
enter default?

•	Can a defaulted loan be rehabilitated?

•	What are the repayment options and when is it 
necessary to select one (e.g., at time of origination 
versus upon graduation)?

•	What can be done to reduce debt burden (e.g., pay 
interest or a small amount of loan principal) while  
in school? 

REPAYMENT
Understanding Repayment

Educating borrowers about their responsibilities and 
options will help decrease default and delinquency rates.  
Schools can help students significantly by counseling them 
and/or reviewing with them the repayment process prior to 
originating the loan, and by revisiting the loan information 
prior to graduation. Students are required to complete 
entrance counseling before receiving their first loan. FSA’s 
online entrance counseling StudentLoans.gov 
/myDirectLoan/counselingInstructions.action includes a 
financial literacy component.  

Students can use the Financial Awareness Counseling Tool 
(FACT) to access their loan balances, understand their 

http://StudentLoans.gov/myDirectLoan/counselingInstructions.action
http://StudentLoans.gov/myDirectLoan/counselingInstructions.action
http://StudentLoans.gov/myDirectLoan/financialAwarenessCounseling.action?execution=e1s1
http://StudentLoans.gov/myDirectLoan/financialAwarenessCounseling.action?execution=e1s1
http://StudentAid.gov/repayment-estimator
http://StudentAid.gov/servicer
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Extended Repayment Plan

•	

http://StudentAid.gov/idr
http://StudentAid.gov/plans
http://StudentAid.gov/publicservice
http://FinancialAidToolkit.ed.gov
http://FinancialAidToolkit.ed.gov/resources
http://www.FSAPubs.gov
http://FinancialAidToolkit.ed.gov/resources/counselors-handbook-2015-16.pdf
http://FinancialAidToolkit.ed.gov/resources/counselors-handbook-2015-16.pdf
http://studentaid.ed.gov/sites/default/files/federal-student-aid-info-online.pdf
http://studentaid.ed.gov/sites/default/files/federal-student-aid-info-online.pdf
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Federal Student Loan Servicers

FSA assigns federal student loans to loan servicers to 
handle the billing and other repayment services. Many 
servicers offer free financial literacy resources:  

http://StudentAid.gov/servicer
http://StudentAid.gov
http://StudentAid.gov/resources
http://nces.ed.gov/collegenavigator
http://www.collegecost.ed.gov/scorecard
http://www.collegecost.ed.gov/netpricecenter.aspx
http://StudentLoans.gov/myDirectLoan/financialAwarenessCounseling.action?execution=e1s1
http://StudentLoans.gov/myDirectLoan/financialAwarenessCounseling.action?execution=e1s1
mailto:studentaid@ed.gov
http://facebook.com/FederalStudentAid
http://facebook.com/federalstudentaid
http://twitter.com/FAFSA
http://twitter.com/FAFSA
http://youtube.com/federalstudentaid
http://youtube.com/federalstudentaid
http://FinancialAidToolkit.ed.gov/social
http://www.fdic.gov/moneysmart
http://MyMoney.gov
http://www.consumerfinance.gov/students
http://www.extension.org/personal_finance
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