
Learning outcomes

Definition

Chapter 3 ::
Household Expenditure

When you have completed this chapter youwill be able to:

✔ ExplainExplain thethe diffdiffererdiffdifferdiffdiff encencee betbetweweenen fixfixeded,, irirreregulargular andand discrdiscretionaretionaryy spendingspending

✔ PrPriorioritiseitise expenditurexpendituree

✔ ExplainExplain thethe diffdiffererdiffdifferdiffdiff encencee betbetweweenen curcurrerentnt andand capitalcapital expenditurexpendituree

✔ DeDefinefine thethe tetermrmss ‘i‘impulsempulse buyingbuying’’ andand ‘false‘false ececonomonomy’y’

✔ PrPrepareparee aa householdhousehold expenditurexpendituree plan.plan.

What is expenditure?

Types of expenditure

Fixed expenditure

ThTheseese araree imporimportantantt ititemsems ofof expenditurexpendituree thathatt ininvovolvlvee thethe samesame
amounamountt ofof moneymoney beingbeing spenspentt onon aa reregulargular basisbasis (w(weekeeklyly,,lyly,lyly monmonthlythly
oror annually)annually).. SincSincee thethe expendiexpenditurturee isis fixfixeded,, thethe papaymenymentt isis notnot
dependendependentt onon usageusage.. ExamplesExamples ofof fixfixeded expendituexpenditurere arare:e:

> MoMortrtgagegage rerepapaymenymentsts

> ReRentnt

> CaCarr taxtax

> LoLocalcal prproperopertyty taxtax

> TVTV liclicencencee

> InInsursurancancee prpremiumsemiums..

Irregular expenditure

ThTheseese ititemsems ofof expenditurexpendituree ococcurcur onon aa lessless reregulargular basisbasis andand thethe
amounamountsts ininvovolvlveded alsoalso tetendnd toto vavaryry withwith usageusage.. SincSincee bothboth thethe
timingtiming andand thethe amounamountt ofof thethe papaymenymentt araree lessless prpredicedicprpredicprpr tabletable itit isis
mormoree difficultdifficult toto planplan foforr irirreregulargular spendingspending.. ExamplesExamples ofof irirreregulargular
expenditurexpendituree arare:e:

> GrGrococereriesies

> ClothingClothing

> MoMototorr fuelfuel

> LighLightt andand heaheatt

> WaWastste/re/rececycyclingling charchargesges

> TeTelephonelephone billsbills

> EdEducaucationtion cocostssts

> ReRepairspairs..

ExpExpenditurendituree rerefefersrs toto thethe wawayy peoplepeople choosechoose toto spendspend theirtheir incincomeome inin
ororderder toto sasatisfytisfy vavaririousous needsneeds andand wawantnts.s.
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Strand One :: PerSOnal Finance

Discretionary expenditure

ThThisis isis spendingspending onon non-non-essenessentialtial ititemsems thathatt wewe choosechoose toto buybuy.. SpendingSpending ofof thisthis
tytypepe trtriesies toto sasatisfytisfy ourour wawantntss raratherther thanthan ourour needsneeds.. FoForr thathatt rereason,ason, moneymoney
shouldshould bebe spenspentt onon discrdiscretionaretionaryy ititemsems onlyonly afafteteafafteafaf rr allall essenessentialtial ititemsems oror needsneeds
hahaveve beenbeen paidpaid fofor.r. ExamplesExamples ofof discrdiscretionaretionaryy expenditurexpendituree arare:e:

> EnEntetertrtainmenainmentt

> HolidaHolidaysys

> GifGiftstsGifGiftsGifGif

> UpgUpgraradesdes toto expensivexpensivee ititemsems suchsuch asas carscars,, furfurniturnituree andand
householdhousehold elecelectrtronicsonics

> PrPremiumemium sporsportsts channels/mochannels/movievie channelschannels..

Current expenditure versus capital expenditure

Current expenditure

SoSomeme expenditurexpendituree isis cocontntinuousinuous andand reregulargular.. ThThisis tytypepe ofof ongoingongoing expenditurexpendituree isis
calledcalled currcurrenentt exexpependiturndituree.. ExamplesExamples ofof suchsuch expenditurexpendituree arare:e:

> GrGrococereriesies

> UtUtilitilityy billsbills,, suchsuch asas gasgas andand elecelectrtriciticityy

> ReRentnt/mor/mortgtgageage

> EdEducaucationtion

> TrTravavelel..

Capital expenditure

ThThereree isis alsoalso anotheranother tytypepe ofof expenditurexpendituree whichwhich isis farfar lessless reregulargular andand willwill genergenerallyally
notnot bebe rerepeapeatetedd foforr aa longlong timetime.. FoForr exampleexample,, aa househohouseholdld mamayy installinstall aa newnew
dishdishwawashersher inin theirtheir homehome.. ThThisis isis aa larlargege ititemem ofof expenditurexpendituree butbut thethe dishdishwawashersher
isis expecexpectetedd toto lastlast foforr sevsevereralal yeyearsars.. SpendingSpending onon ititemsems thathatt willwill lastlast aa longlong timetime oror
onconce-e-offoff spendingspending ofof thisthis tytypepe isis calledcalled cacapitalpital exexpependiturndituree..

OtOtherher examplesexamples ofof householdhousehold capitalcapital expenditurexpendituree araree thethe purpurchasechase ofof::

> AA newnew carcar

> FuFurnrniturituree

> AA laptlaptopop

> AA TVTV..TVTV.TVTV

Guidelines for effective spending
HouseholdsHouseholds shouldshould looklook atat allall aspecaspectsts ofof theirtheir spendingspending toto ensurensuree thathatt theythey livlivee
withinwithin theirtheir meansmeans.. HerHeree araree somesome tipstips onon hohoww toto dodo thathat.t.

A. PrPrepareparee aa budgetbudget

B. PrPriorioritiseitise expenditurexpendituree

C. AvAvoidoid impulseimpulse buyingbuying

D. BeBewawarere ofof falsefalse ececonomiesonomies

E. CoConsidernsider opporopportunittunityy cocostst

F. CheckCheck billsbills,, ininvovoiciceses andand inintetererestst raratetess

3.1 ThThee purpurchasechase ofof thethe dishdishwawashersher rereprpresenesentsts capitalcapital expenditurexpenditure,e, butbut thertheree isis
anotheranother tytypepe ofof expenditurexpendituree rerelalatingting toto thethe runningrunning ofof thethe dishdishwawashersher.. WhWhatat isis
thethe namename ofof thisthis tytypepe ofof expenditurexpenditure,e, andand whawhatt ititemsems wowoulduld bebe included?included?

KSMIT
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chapter 3 :: Household expenditure

A. Prepare a budget

ThThee singlesinglemostmost imporimportantantt ititemem foforr effeffececeffeffeceffeff tivtivee spendingspending isis toto prprepareparee aa
budgetbudget basedbased onon expecexpectetedd incincomeome andand futurfuturee householdhousehold spendingspending needsneeds..

B. Prioritise expenditure

ExamineExamine thethe householdhousehold’s’s needsneeds andand wawantntss andand decidedecide whichwhich
araree thethe mostmost imporimportantantt andand ururgengentt ititemsems.. NeedsNeeds shouldshould
getget prpriorioritityy ovoverer wawantnts.s. FoForr exampleexample,, fofoodod,, heaheatt andand rerentnt//
mormortgtgageage papaymenymentsts mustmust taketake prpriorioritityy ovoverer aa TVTV subscrsubscription.iption.

C. Avoid impulse buying

ImImpulsepulse buyingbuying ococcurscurs whenwhen wewe buybuy thingsthings inin anan unplannedunplanned
wawayy oror justjust ‘o‘onn thethe spurspur ofof thethe momenmoment’t’..t’t’.t’t’ ThThisis crcreaeatetess aa ririsksk ofof
buyingbuying ititemsems thathatt araree notnot rerequirquireded andandmamayy evevenen turturnn outout toto
bebe wawaststefuleful oror justjust poorpoor vavaluelue foforr moneymoney.. ItIt cancan alsoalso meanmean thathatt
thethe householdhousehold doesdoes notnot hahaveve enoughenoughmoneymoney avavailableailable foforr
mormoree essenessentialtial oror ururgengentt spendingspending..

MaMakikingng aa shoppingshopping list,list, andand stickstickinging toto it,it, cancan helphelp peoplepeople
avavoidoid impulseimpulse buyingbuying..

Groupwork3.2 WhWhatat dodo supersupermarmarketskets dodo toto trtryy toto getget theirtheir custcustomersomers toto
impulseimpulse buy?buy?

3.3 WhWhatat mighmightt magazinemagazine publisherspublishers dodo toto persuadepersuade peoplepeople toto impulseimpulse
buybuy theirtheir magazines?magazines?

3.4 WhWhatat mighmightt smallsmall coconvnvenienceniencee shopsshops dodo toto persuadepersuade custcustomersomers toto
impulseimpulse buy?buy?

3.5 ThThinkink ofof aa timetime rerececentntlyly whenwhen yoyouu boughboughtt somethingsomething onon impulseimpulse..

(a) WhWhatat wawass thethe ititem?em?

(b) CaCann yoyouu thinkthink ofof whawhatt itit wawass thathatt persuadedpersuaded yoyouu toto buybuy
thathatt ititem?em?

(c) DidDid yoyouu reregrgretet spendingspending yoyourur moneymoney onon thathatt ititem?em? CoCoulduld yoyouu
hahaveve putput thethe moneymoney totowawardrdss somethingsomething yoyouu wawantnteded mormore?e?

(d) HoHoww cocoulduld yoyouu prprevevenentt yoyourselfurself impulseimpulse buying?buying? ThThinkink ofof atat leastleast
twtwoo thingsthings.. SharSharee themthem withwith yoyourur grgroupoup,, notnotee whawhatt othersothers wowoulduld
dodo andand thinkthink aboutabout whetherwhether thathatt wowoulduld woworkrk foforr yoyouu totoo.o.

3.6 ThThinkink ofof anan ococcasioncasion whenwhen impulseimpulse buyingbuying mighmightt bebe aa goodgood thingthing..
SharSharee yoyourur rereasoningasoning withwith thethe grgroupoup andand seesee ifif theythey agagrereee thathatt thisthis
mighmightt bebe anan ococcasioncasion whenwhen impulseimpulse buyingbuying isis notnot soso badbad..

KSWwO
KSMIT
KSSW
KSMM
KSC

SeSeee ChaptChapterer 55

21

EDCO_TFB_SE_CH03.indd 21 08/08/16 10:59 AM



Strand One :: PerSOnal Finance

3.7 WhWhichich ofof thesethese wowoulduld yoyouu coconsidernsider toto bebe aa falsefalse ececonomonomyy andand whichwhich araree
sensible?sensible?

(a) MaMargrgararetet buybuyss twtwoo rorollslls ofof kikitctchenhen totowewell foforr €2;€2; eacheach rorollll hashas 200200 sheetssheets ofof
oneone lalayeyerr ofof tissuetissue.. SheShe chooseschooses thisthis ovoverer oneone rorollll cocostingsting €1.50,€1.50, whichwhich hashas
175175 sheetssheets ofof twtwo-o-plyply..WhWhenen sheshe usesuses it,it, sheshe findsfinds thathatt sheshe hashas toto useuse twtwoo
sheetssheets instinsteadead ofof oneone asas itit doesndoesn’t’t soaksoak upup liquidsliquids veveryrywewellll..

(b) RoRolandland buybuyss aa packpack ofof fivfivee cecererealal barsbars foforr €3,€3, whenwhen nornormallymally eacheach barbar
cocostssts €1.20,€1.20, andand takestakes oneone barbar foforr aamormorningning snacksnack atat schoolschool eacheach dadayy foforr
aaweweekek..

(c) JohnJohn buybuyss thethe samesame packpack ofof barsbars asas RoRolandland,, butbut hashas nono willpowillpowewerr andand
eaeatsts themthem allall onon thethe dadayy hehe boughboughtt them.them. HeHe hashas toto buybuy mormoree foforr hishis
mormorningning snackssnacks foforr thethe rerestst ofof thethe weweekek..

(d) DeDeirirdrdree goesgoes toto thethe supersupermarmarketket toto buybuy anan eveveningening mealmeal.. SheShe lookslooks atat
meameatt andand vevegetablesgetables toto makemake aa ststewew,,ewew,ewew whichwhich willwill cocostst €4.50€4.50 andand makemake aa
hugehuge pot.pot. ThThenen sheshe seessees aa prpre-e-packpackagedaged ststewew foforr oneone mealmeal thathatt cocostssts
€2.50€2.50 andand decidesdecides toto buybuy thathatt asas itit doesndoesn’t’t cocostst soso muchmuch moneymoney..

(e) HettieHettie goesgoes toto thethe farfarmermer’s’s marmarketket atat thethe endend ofof thethe dadayy toto buybuy aa
punnetpunnet ofof totomamatotoeses andand findsfinds twtwoo hugehuge boboxexess ofof totomamatotoeses onon offoffereroffofferoffoff foforr
justjust thrthreeee timestimes whawhatt oneone punnetpunnet wowoulduld cocost.st. SincSincee sheshe hashas spacspacee inin
herher frfreezeezerer andand lolovevess totomamatoto saucsauce,e, sheshe buybuyss thethe lot.lot.

3.8 WhWhichich ofof thethe aboaboveve listlist isis anan impulseimpulse buy?buy? OnOn thisthis ococcasion,casion, isis itit wowortrthh it?it?

3.9 WhWhichich ofof thethe aboaboveve listlist cocoulduld bebe coconsidernsidereded aa ‘c‘calculaalculatetedd ririsksk’?’? OnOn thisthis
ococcasion,casion, isis itit wowortrthh it?it?

KSBN

D. Beware of false economies

AA falsefalse ececonomonomyy isis aa purpurchasechase thathatt initiallyinitially appearsappears
toto bebe goodgood vavaluelue foforr moneymoney butbut inin thethe longerlonger tetermrm
turturnsns outout toto bebe mormoree expensivexpensive.e.

ExamplesExamples ofof falsefalse ececonomiesonomies include:include:

> AA decisiondecision toto postponepostpone aa roroutineutine carcar serservicvicee
mamayy reresultsult inin majormajor engengineine faultsfaults lalateter.r. ThThee cocostst
ofof fixingfixing thesethese majormajor faultsfaults isis likelylikely toto bebe farfar
grgreaeateterr thanthan thethe roroutineutine serservicvicee thathatt cocoulduld hahaveve
prprevevenentetedd them.them.

> AA decisiondecision toto ststopop papayingying foforr househouse insurinsurancancee
mamayy sasaveve aa householdhousehold aa fefeww hundrhundreded eureuroo aa yeyearar,,arar,arar
butbut mamayy cocostst tetensns ofof thousandsthousands inin thethe evevenentt ofof aa
firfire,e, floodflood oror burburglarglary.y.
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chapter 3 :: Household expenditure

E. Consider opportunity cost

BeBefoforere makmakinging aa decisiondecision onon spendingspending,, householdshouseholds
needneed toto coconsidernsider thethe altalterernanativtivee usesuses theythey mighmightt hahaveve
foforr theirtheir moneymoney.. ThThisis raraisesises thethe issueissue ofof oppopporortunittunityy
cocostst andand isis especiallyespecially imporimportantantt whenwhen coconsidernsideringing
spendingspending onon wawantntss raratherther thanthan needsneeds.. ReRemembermember
alsoalso thathatt sasavingving isis anan altalterernanativtivee toto spendingspending..

F. Check bills and interest rates invoices

HouseholdsHouseholds andand businessesbusinesses alsoalso needneed toto getget inintoto thethe habithabit ofof checkcheckinging allall billsbills
andand ininvovoiciceses.. AnAn ininvovoicicee isis aa tytypepe ofof billbill rerececeiviveded whenevwheneverer goodsgoods oror serservicviceses araree
boughbought,t, veveryry ofofteteofofteofof nn onon crcredit.edit. InIn thisthis cocontntexext,t, crcreditedit meansmeans ‘b‘buyuy nonow,w, papayy lalateter’r’..r’r’.r’r’
FoForr exampleexample,, householdshouseholds useuse elecelectrtriciticityy andand rerececeivivee aa billbill (or(or ininvovoicice)e) rerequestingquesting
papaymenymentt foforr thethe unitsunits ofof elecelectrtriciticityy coconsumednsumed durduringing thethe prpreviousevious twtwoo monmonthsths..

AsAs wewellll asas checkcheckinging thathatt thethe billsbills araree acaccurcuratatee thisthis shouldshould gigiveve thethe householdershouseholders aa bettbetterer
understandingunderstanding ofof hohoww andandwhwhyy theythey araree beingbeing charchargedged.. HaHavingving thisthis understandinunderstandingg
willwill helphelp thethe householdhousehold examineexaminewawaysys ofof cuttingcutting backback onon unnecunnecessaressaryy oror exexcecessivssivee
expenditurexpenditure.e.

InIntetererestst raratetess onon crcreditedit carcardsds andand loansloans vavaryry enorenormouslymously andand switswitchingching
toto aa diffdiffererdiffdifferdiffdiff enentt lenderlender cancan helphelp sasaveve moneymoney..

SeSeee ChaptChapterer 1010

3.10 GrGracace’e’sse’e’se’e’ elecelectrtriciticityy billbill includedincluded thethe fofollollowingwing infinfororinfinforinfinf mamation:tion:

(a) WhWhatat is:is:

(i) AA standingstanding charcharge?ge?

(ii) AA PSOPSO levlevy?y?

WhWhyy dodo wewe hahaveve toto papayy thesethese charchargesges onon ourour elecelectrtriciticityy bills?bills?

(b) GrGracacee takestakes herher owownn rereadingsadings andand phonesphones thethe elecelectrtriciticityy cocompanmpany,y, whowho
makesmakes aa notnotee ofof themthem andand sendssends aa newnew billbill.. InIn yoyourur cocopypy,,pypy,pypy wrwrititee outout whawhatt
thethe newnew billbill willwill looklook likelike,, usingusing GrGracace’e’sse’e’se’e’ rereadingading ofof 8,8468,846 unitsunits..

Current reading Previous reading Unit usage Unit price Amount €

10,518 unitsunits 8,3328,332 unitsunits 2,1862,186 0.16590.1659 362.66362.66

StandingStanding charchargege 5959 dadaysys @@ €0.4493€0.4493 // daday 2y 2y 26.516.51

PSOPSO LeLevyvy Jul/AJul/Augug 10.7210.72

399.89399.89

VAVATTVAVATVAVA @@ 13.5%13.5% 53.9953.99

AmounAmountt duedue 453.88453.88

KSBN
KSMIT

Research
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Strand One :: PerSOnal Finance

3.11 KaKatete andand EllaElla gogo outout foforr aa pizza.pizza.
ThThee menumenu isis onon thethe ririghght.t.

KaKatete hashas aa pizzapizza withwith mushrmushroomsooms,,
swsweeteetcocornrn,, oniononion andand olivoliveses,, andand aa larlargege
ororangeange drdrinkink..

EllaElla hashas aa pizzapizza withwith ham,ham, pineapplepineapple andand
chorchorizizo,o, andand aa smallsmall lemonadelemonade..

ThTheyey sharsharee aa larlargege desserdessert.t.

AtAt thethe endend ofof thethe mealmeal theythey rerececeivivee thethe
fofollollowingwing billbill..

LuLuckckilyily KaKatete andand EllaElla checkedchecked thethe billbill..WrWrititee
outoutwhawhatt itit shouldshould looklook likelike,, andand includeinclude
aa 10%10% tiptip (because(because thethe pizzaspizzaswewerere lolovevelyly
andand thethe serservicviceewawass grgreaeat,t, despitdespitee thethe billbill
beingbeing incincororrerectct).).

KSBN

Groupwork3.12 EnerEnergygy billsbills (gas(gas,, elecelectrtriciticity,y, oiloil,, cocoalal andand wowoodod,, etetc.c.)) cancan bebe aa hugehuge
cocostst foforr householdshouseholds,, butbut evevenen tintinyy changeschanges toto thethe wawayy yoyouu useuse
enerenergygy willwill helphelp sasaveve moneymoney.. ThThinkink ofof allall thethe wawaysys yoyouu cocoulduld sasaveve onon
enerenergygy atat homehome,, andand crcreaeatete anan infinfogoginfinfoginfinf raraphicphic oror postposterer thathatt willwill infinfororinfinforinfinf mm
othersothers aboutabout hohoww theythey cancan sasaveve enerenergygy (and(and money!)money!) totoo.o.

KSWwO
KSBC
KSMIT
KSMM

Recording and planning household expenditure
HouseholdersHouseholders whowho araree inin thethe habithabit ofof rerecocordrdinging ongoingongoing expenditurexpendituree
andand planningplanning foforr futurfuturee spendingspending willwill bebe bettbetterer ableable toto keepkeep cocontntroroll ofof
theirtheir spendingspending..

BoBothth incincomeome andand expenditurexpendituree cancan bebe rerecocordrdeded inin anan analyanalysedsed cacashsh bobookok
oror onon aa cocomputmputerer inin aa sprspreadsheeteadsheet oror acaccocoununtingting prprogograram.m. InIncocomeme andand
expenditurexpendituree rerecocordrdss shouldshould helphelp thethe householdhousehold toto planplan futurfuturee spendingspending
andand householdhousehold budgetsbudgets..

SeSeee ChaptChapterer 66

SeSeee ChaptChapterer 55

AnAn infinfogograraphicphic isis aa charchartt oror diagdiagraramm thathatt
rereprpresenesentsts infinfororinfinforinfinf mamationtion inin aa visualvisual waway.y.

SeSeee StudenStudentt AcActivittivityyyy

BoBookok InIntrtroducoductiontion
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chapter 3 :: Household expenditure

Planning expenditure

PlPlanninganning isis basedbased onon thethe bestbest infinfororinfinforinfinf mamationtion yoyouu hahaveve
avavailableailable atat thethe timetime.. IfIf somethingsomething unexpecunexpectetedd
happenshappens,, yoyouu mamayy needneed toto rereviewview andand changechange
yoyourur plan.plan.

HerHeree isis aa thrthreeee-mon-monthth expenditurexpendituree rerecocordrd foforr thethe
WiWilsonlson householdhousehold..

JANUARY FEBRUARY MARCH TOTAL

PLANNED EXPENDITURE € € € €

Fixed:

MoMortrtgagegage 1,1001,100 1,1001,100 1,1001,100

HouseHouse insurinsurancance 6e 6e 6e 64040

MoMototorr taxtax 190190

MoMototorr insurinsurancance 6e 6e 65 65 65 65 65 65 655

SubtSubtotalotal

Irregular:

HouseholdHousehold cocostssts 870870 870870 870870

LighLightt andand heaheat 2t 2t 28080 240240

TeTelephonelephone 6060 110110 6060

CaCarr runningrunning cocostssts 140140 140140 140140

SubtSubtotalotal

Discretionary:

EnEntetertrtainmenainment 1t 1t 16060 160160 160160

PrPresenesentsts 6060 145145

HolidaHolidaysys 1,5001,500

SubtSubtotalotal

TOTOTATALL EXPENDITUREEXPENDITURE

KSBN
KSMIT3.13 OnOn thethe cocopypy ofof thetheWiWilsonlson expenditurexpendituree planplan inin thethe StudenStudentt AcActivittivityy

BoBookok cocompletmpletee thethe tototaltal cocolumnlumn andand subtsubtotalotal andand tototaltal rorowsws..
AltAlterernanativtivelyely,,elyely,elyely cocopypy thethe expenditurexpendituree planplan inintoto yoyourur rerecocordrd bookbook 11
oror onon toto aa sprspreadsheet.eadsheet.
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Strand One :: PerSOnal Finance

Charts

YoYouu cancan prpresenesentt thetheWiWilsonlson budgetbudget inin charchartt foformrmatat,, asas fofollollowsws..

FiFixexedd exexpependiturndituree IrIrreregulargular exexpependiturndituree DiDiscrscretionaretionaryy exexpependiturndituree

MortgageMortgage
HouseHouse insuranceinsurance
MotorMotor taxtax
MotorMotor insuranceinsurance

HouseholdHousehold costscosts
LightLight andand heatheat
TelephoneTelephone
CarCar runningrunning
costscosts

EntertainmentEntertainment
PresentsPresents
HolidaysHolidays

3.14 MaMakeke barbar charchartsts usingusing thethe samesame infinfororinfinforinfinf mamation.tion.

3.15 DoDo yoyouu thinkthink thethe piepie charchartsts oror thethe barbar charchartsts araree bettbetterer foforr analyanalysingsing
spending?spending? GivGivee rereasonsasons foforr yoyourur answanswerer..

KSBN
KSMIT

3.16 OpenOpen thethe personalpersonal incincomeome planplan yoyouu crcreaeatetedd inin chaptchapterer 2.2. AdAddd anan
expenditurexpendituree planplan ofof yoyourur owown.n. YoYouu mighmightt includeinclude spendingspending suchsuch asas phonephone
crcredit,edit, magazinesmagazines yoyouu buybuy reregulargularlyly,,lyly,lyly anan amounamountt toto putput asideaside foforr buyingbuying
birbirthdathdayy prpresenesentsts foforr familyfamily andand frfriendsiends.. ItIt mighmightt changechange lalateter,r, butbut thisthis
willwill getget yoyouu thinkthinkinging aboutabout whawhatt yoyouu spendspend yoyourur moneymoney on.on. PrPresenesentt yoyourur
personalpersonal expenditurexpendituree inin charchartt foformrmatat..

KSBN
KSMM

Solutions to overspending
IfIf yoyouu keepkeep detaileddetailed andand upup-t-to-o-dadatete rerecocordrdss ofof yoyourur acactualtual spendingspending andand checkcheck themthem
againstagainst plannedplanned spendingspending,, yoyouu cancan putput inin placplacee measurmeasureses toto prprevevenentt ovoverspendingerspending..

A. CuCutt backback onon spendingspending

B. PoPostponestpone non-non-essenessentialtial spendingspending

C. SprSpreadead larlargege papaymenymentsts ovoverer aa longerlonger perperiodiod ofof timetime

D. UsUsee sasavingsvings oror sursurplusplus moneymoney frfromom prpreviousevious monmonthsths

E. GeGenerneratatee exextrtraa incincomeome

F. BoBorrrrowowmoneymoney

A. Cut back on spending

1 SincSincee discrdiscretionaretionaryy spendingspending tetendsnds toto bebe thethe leastleast essenessentialtial,, thisthis isis
wherwheree spendingspending cutscuts shouldshould bebe mademade first.first.

2 SoSomeme ititemsems ofof irirreregulargular spendingspending araree basedbased onon usageusage andand thesethese
shouldshould bebe monitmonitororeded toto makemake sursuree thethe householdhousehold isis gettinggetting goodgood vavaluelue foforr moneymoney..
FoForr exampleexample,, itit mamayy bebe possiblepossible toto sasaveve moneymoney onon enerenergygy billsbills byby ensurensuringing thathatt
lighlightsts araree notnot leflefttlefleftleflef onon unnecunnecessaressarilyily oror turturningning dodownwn raradiadiatotorr therthermostamostatsts slighslightlytly..

3 ItIt isis alsoalso imporimportantantt toto ‘s‘shophop araroundound’’ foforr thethe bestbest vavaluelue avavailableailable.. ArAree thertheree cocostst
sasavingsvings toto bebe mademade byby switswitchingching serservicvicee prprovovidersiders frfromom timetime toto time?time? ShoppingShopping
cocomparmparisonison wewebsitbsiteses araree usefuluseful foforr choosingchoosing curcurrerentnt bestbest dealsdeals..

SeSeee ChaptChapterer 1313
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Groupwork

Research

3.17 (a) In smallsmall grgroupsoups,, findfind fivfivee cocomparmparisonison wewebsitbsiteses andand listlist themthem inin
yoyourur cocopiespies..

(b) ChooseChoose oneone ofof thethe sitsiteses andand crcreaeatete anan advadverertt toto encencourourageage
peoplepeople toto useuse it.it. PuPutt allall thethe advadverertsts upup onon thethe wawallll ofof yoyourur
classrclassroom.oom.

KSMIT
KSBL
KSC
KSBC
KSWwO

chapter 3 :: Household expenditure

Groupwork3.18 InIn whawhatt otherother wawaysys cancan aa householdhousehold cutcut backback onon spending?spending? AtAt first,first,
itit mighmightt seemseem asas thoughthough yoyouu cancan’t’t cutcut backback onon ananythingything,, butbut ifif yoyouu
looklook closelyclosely thertheree araree ofofteteofofteofof nn somesome thingsthings,, evevenen littlelittle thingsthings,, wherwheree
yoyouu cocoulduld makemake sasavingsvings.. OneOne exampleexample isis notnot buyingbuying magazinesmagazines ununtiltil
yoyouu araree inin aa bettbetterer financialfinancial situasituation.tion. InIn yoyourur grgroupoup,, trtryy toto thinkthink ofof
otherother thingsthings..

3.19 DiscussDiscuss thethe benefitsbenefits ofof makmakinging sasavingsvings,, otherother thanthan purpurelyely personalpersonal
financialfinancial benefitsbenefits..

3.20 OnOn yoyourur owown,n, thinkthink aboutabout wawaysys yoyouu personallypersonally cancan helphelp sasaveve moneymoney::

(a) InIn yoyourur owownn spendingspending (f(foror(f(for(f(f exampleexample,, bebe mormoree carcarefuleful withwith yoyourur
stastationertioneryy soso thathatt yoyouu dondon’t’t loselose itit andand hahaveve toto rereplacplacee it)it)

(b) InIn yoyourur householdhousehold (f(foror(f(for(f(f exampleexample,, makemake sursuree yoyouu turturnn lighlightsts outout
whenwhen theythey araree notnot needed).needed).

KSWwO
KSSW
KSMM

3.21 BasedBased onon thethe aboaboveve exampleexample,, calculacalculatete thethe additionaladditional annualannual cocostst toto aa
householdhousehold whichwhich chooseschooses toto papayy itsits carcar taxtax onon aa quarquarteterlrlyy basisbasis.. WhWhatat isis thethe
perpercecentntageage incrincreaseease ininvovolvlveded foforr thosethose whowho choosechoose toto papayy quarquarteterlrly?y?

B. Postpone non-essential spending

ItIt mamayy bebe possiblepossible toto getget bettbetterer vavaluelue foforr moneymoney byby planningplanning yoyourur purpurchasechase foforr
aa diffdiffererdiffdifferdiffdiff enentt timetime,, e.e.g.g. buyingbuying planeplane ticketstickets atat aa timetime whenwhen airairlineslines hahaveve aa salesale on.on.

C. Spread large payments over a longer period of time

FoForr exampleexample,, itit mamayy bebe possiblepossible toto papayy aa €570€570 annualannual househouse insurinsurancancee billbill ovoverer aa
10-mon10-monthth perperiodiod atat aa monmonthlythly cocostst ofof €57.€57. InIn genergeneralal itit isis mormoree affaffororaffafforaffaff dabledable toto makemake aa
numbernumber ofof smallsmall papaymenymentsts raratherther thanthan oneone larlargege papaymenymentt inin aa singlesingle monmonth.th.

InIn somesome instancinstanceses itit mamayy cocostst aa bitbit mormoree toto sprspreadead thethe papaymenymentsts out,out, butbut itit stillstill
reremainsmains thethe bestbest optionoption frfromom aa cacashsh flofloww poinpointt ofof viewview.. FoForr exampleexample,, aa householdhousehold
hashas thethe optionoption toto papayy itsits annualannual carcar taxtax withwith aa onconce-e-offoff papaymenymentt ofof €400€400 oror cancan makemake
fofourur quarquarteterlrlyy papaymenymentsts ofof €105.€105. DeDespitspitee thethe exextrtraa cocostst ininvovolvlveded inin sprspreadingeading thethe
papaymenymentt acracrossoss thethe enentirtiree yeyearar,,arar,arar itit mamayy bebe easiereasier toto managemanage fofourur smallersmaller papaymenymentsts
raratherther thanthan taketake ‘o‘onene bigbig hithit’’ toto monmonthlythly householdhousehold incincomeome..

KSBN
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D. Use savings or surplus money from previous months

IfIf itit isis notnot possiblepossible toto rereducducee oror defdefererdefdeferdefdef thethe spendingspending,, thethe exextrtraa cocostst ininvovolvlveded mighmightt bebe
cocovevereredd byby usingusing moneymoney thathatt hashas beenbeen sasavevedd inin prpreviousevious monmonthsths..

E. Generate extra income

WhWhileile thisthis isis notnot aa dirdirecectt solutionsolution toto thethe prproblemoblem ofof ovoverspendingerspending,, thethe abilitabilityy toto
genergeneratatee exextrtraa incincomeome helpshelps rereducducee thethe neganegativtivee effeffececeffeffeceffeff tsts ofof exexcecessivssivee spendingspending..
ExExtrtraa incincomeome cancan bebe earearnedned byby woworkrkinging ovoverertimetime,, taktakinging onon aa parpart-t-timetime jobjob,, oror
sellingselling ititemsems yoyouu nono longerlonger needneed..

DefinitionCaCashsh flofloww ThThisis isis thethe daday-y-toto-d-dayay moneymoney cocomingming inin andand moneymoney goinggoing
outout ofof aa householdhousehold.. YoYouu mamayy bebe owoweded aa bigbig sumsum ofof moneymoney butbut ifif itit isis notnot
goinggoing toto cocomeme toto yoyouu foforr anotheranother monmonth,th, inin thethe meanmeantimetime yoyourur cashcash flofloww
willwill bebe affaffececaffaffecaffaff tetedd becausebecause yoyouu stillstill hahaveve papaymenymentsts toto gogo out.out.

Groupwork3.22 InIn yoyourur grgroupoup,, thinkthink ofof wawaysys yoyouu cocoulduld earearnn exextrtraa moneymoney asas aa
teteenagerenager.. IsIs itit possiblepossible foforr yoyouu toto earearnn moneymoney byby woworkrking?ing? YoYouu
mamayy hahaveve toto wawaitit ununtiltil yoyouu araree olderolder.. CoConsidernsider wawaysys anan
olderolder studenstudentt mighmightt bebe ableable toto earearnn moneymoney oror hohoww
anan adultadult mighmightt bebe ableable toto incrincreaseease theirtheir incincomeome.. SeSeee ChaptChapterer 1919

KSWwO
KSSW

F. Borrow money

ThThisis ‘s‘solutionolution’’ shouldshould onlyonly eveverer bebe usedused asas aa lastlast reresorsortt andand onlyonly foforr
essenessentialtial andand unaunavovoidableidable expenditurexpenditure.e. ThThee prproblemoblem withwith borborrorowingwing
isis thathatt itit crcreaeatetess debtdebt thathatt mustmust bebe rerepaidpaid (nor(normallymally withwith inintetererest),st), andand
thisthis rereducduceses futurfuturee disposabledisposable incincomeome..

WhWhenen borborrorowingwing moneymoney itit’s’s imporimportantantt toto avavailail ofof thethe serservicviceses ofof
leglegitimaitimatete financialfinancial institutionsinstitutions suchsuch asas banksbanks,, buildingbuilding societiessocieties andand crcreditedit unionsunions..
AvAvoidoid moneylendersmoneylenders asas theirtheir raratetess ofof inintetererestst cancan bebe veveryry high.high.

SeSeee ChaptChapterer 1010

3.23 DiscussDiscuss thethe peoplepeople andand thingsthings thathatt influencinfluencee ourour atattitudestitudes toto moneymoney
andand expenditurexpendituree (such(such asas parparenentsts andand familyfamily,,familyfamily,familyfamily frfriendsiends andand peerspeers,,
mediamedia andand culturculture,e, acaccecessss toto money).money).

Discussion

KSWwO
KSSW
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3.25 FiFindnd otherother quotquoteses thathatt araree rerelevlevanantt toto spendingspending andand possespossessionssions..
ChooseChoose oneone yoyouu rereallyally likelike,, oror thinkthink isis rereallyally rerelevlevanantt toto totodaday,y, andand
crcreaeatete aa postposterer ofof itit –– thisthis cancan bebe veveryry simplesimple,, oror asas arartisttisticic asas yoyouu
likelike.. OnOn aa separseparatatee piecpiecee ofof paperpaper,,paperpaper,paperpaper wrwrititee oror tytypepe whwhyy yoyouu thinkthink thethe
quotquotee isis oneone wewe shouldshould allall taketake notnotee ofof (wha(whatt itsits rerelevlevancancee isis,, whwhyy
yoyouu likelike it,it, hohoww itit rerelalatetess toto ourour livlives).es). PuPutt evevereryoyonene’s’s quotquoteses upup
araroundound thethe wawallslls ofof yoyourur classrclassroomoom andand makemake sursuree thathatt yoyouu rereadad
evevereryoyonene elseelse’s’s quotquoteses andand whwhyy theythey chosechose them.them.

3.26 WrWrititee inin yoyourur cocopypy aa definitiondefinition ofof coconsumerismnsumerism..

Research

KSMIT
KSBC
KSSW
KSMM

YoYouu shouldshould bebe ableable toto definedefine,, spellspell,, gigiveve exexamplesamplesexexamplesexex andand applyapply toto rerealal liflifeeliflifeliflif eacheach ofof
thethe fofollollowingwing keykey tetermrmss associaassociatetedd withwith thisthis totopicpic..

ExExerercise:cise:WrWrititee aa sensentetencncee usingusing eacheach ofof thethe fofollollowingwing tetermrms.s. YoYouu mamayy useuse mormoree
thanthan oneone ofof thethe tetermrmss inin yoyourur sensentetencncee ifif apprappropropriaiatete..

capitalcapital expenditurexpendituree

cashcash flofloww

coconsumernsumerismism

curcurrerentnt expenditurexpendituree

discrdiscretionaretionaryy expenditurexpendituree

expenditurexpendituree

falsefalse ececonomonomyy

fixfixeded expenditurexpendituree

impulseimpulse buyingbuying

ininvovoicicee

irirreregulargular expenditurexpendituree

Discussion3.24 AlthoughAlthough thertheree isis nono dendenyingying thathatt thethe wawayy wewe livlivee inin ourour cocoununtrtryy
totodadayy rerequirquireses aa cecertrtainain amounamountt ofof expenditurexpenditure,e, onconcee wewe hahaveve paidpaid
outout onon ourour needsneeds,, itit isis upup toto eacheach ofof usus toto makemake decisionsdecisions onon hohoww
imporimportantantt ourour wawantntss arare.e. LoLookok atat thisthis quotquote:e:

‘W‘Wealthealth coconsistsnsists notnot inin hahavingving grgreaeatt possessionspossessions,, butbut inin hahavingving
fefeww wawantnts.s.’’s.s.’s.s. EpicEpictetetustus

EpicEpictetetustus wawass aa philosopherphilosopher borbornn nearnearlyly twtwoo thousandthousand yeyearsars
agoago.. DiscussDiscuss whetherwhether thisthis quotquotee isis stillstill rerelevlevanantt foforr totodaday.y. DoDo
yoyouu thinkthink thertheree isis aa lotlot ofof prpressuressuree onon usus toto gagatherther possessionspossessions,,
andand hahaveve thethe newnewestest gadgetgadget asas soonsoon asas itit cocomesmes out?out?

KSWwO
KSSW
KSMIT
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