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THEME

3

Money Management

When writing an article, newspaper reporters are taught to answer these questions:
Who? What? Where? When? How? Why? You’ve probably been told to think about
those same questions when you study for a science or social studies test, or when
you analyze a novel or short story. The W and H Questions can help you make sense
of important information, and they can also apply to financial matters.

Who? Of course, it’s you!

What? Learn how to manage money

Where? Bank, credit union, savings and loan, stock market, Internet, 
newspapers, magazines

When? The sooner, the better; right now is a good time to start

How? Spending, planning, saving, investing

Why? To prepare for a secure financial future

Introduction
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LESSON

7

Managing Cash

Every year, many families spend hours and hours planning a vacation. They look
through travel brochures and check Internet websites. They do research at their
local libraries; they ask friends, relatives, and professional travel agents for sugges-
tions. Then they sit down with maps and itineraries, planning the routes they’ll take
and the sites they’ll visit. They might even make reservations months in advance.
They know from experience that the better their plan, the more likely they are to
have an enjoyable time.

Being a good money manager requires planning too. The good news is that you
don’t have to be a professional to be good at it. Just as families learn from their
previous vacation experiences, you can review the strengths and weaknesses of
your past spending decisions. Just as travel agents draw routes and select highways
to specific end points, you can map out your goals for financial success. These goals
become the foundation for your spending plan, which is a statement of your pro-
jected income and expenses. Then, when your spending plan is in place, you’ll be
ready to save and spend responsibly. Of course, just as an unexpected detour
means a change of plans on a vacation, unforeseen circumstances may cause you to
adjust your spending plan. For example, your class trip may cost more than you ex-
pected, or you may have to get a new band uniform. That’s when an emergency
fund comes in handy.

In this lesson, you will learn
how to design a spending
plan. You will start by examin-
ing your expenses; then you
will evaluate your income.
Being able to keep your ex-
penses lower than your in-
come will help you meet
short-term goals now. More
important, sticking to a sensi-
ble spending plan is a skill
that you will use as you work
to achieve long-term goals for
your future. 

Introduction
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LESSON

7
THEME  3 |  Lesson  7: Managing  Cash

Vocabulary

Fixed expenses: Expenses that cannot be easily changed and that remain es-
sentially the same from month to month (e.g., monthly car loan payment).

Occasional or periodic expenses: Expenses that occur once or a few times a
year (e.g., birthday gifts, personal property tax).

Opportunity cost: The next-best alternative that is given up when a choice is
made.

Periodic income: Income not earned on a regular schedule (e.g., occasional
baby-sitting, summer jobs, gifts from relatives).

Planned expense: Spending you expect and for which you plan.

Spending plan: A plan for managing income and expenses.

Trade-off: Giving up some of one thing in order to acquire more of another.

Unplanned expense: Spending for an emergency, an urgent need, or an
impulse purchase.

Variable expenses: Expenses that can be controlled and that change from
month to month (e.g., restaurant meals).
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EXERCISE

7.1
THEME  3 |  Lesson  7: Managing  Cash

Have you ever spent a day at the mall with your friends and wondered where all
your money went? You may have started the day with $50 in your wallet and found,
by 8 p.m., that you didn’t even have enough cash for a burger and fries at the food
court. What happened?

Money has a way of getting spent—a little bit here, a little bit there—almost on its
own. You’ll probably be surprised to see how a little bit here and a little bit there
can add up to a lot of spending in just a week.

Use the expenses chart below to record every expense you have for a week. Indicate
whether the expense is for Food (F), Clothing (C), Entertainment (E), or Other (O) by
placing the amount you spend in the appropriate column. Also note if the expense
was planned (PL) or unplanned (UN), and identify each expense as Fixed (FX) or Vari-
able (VR). If you need more space, set up a separate sheet of paper in the same way.

After you have kept this record of expenses for one week, total each column with
numbers. This tells you how much you spent in each category. Then add those fig-
ures together for a grand total. Use the grand total to calculate the percent spent
for each category. Count up how many expenses were planned and how many were
unplanned. Do the same for the fixed and variable expenses. Now you are ready to
answer the questions on the next page.  Note:  You may wish to set up a computer
spreadsheet to help you with the record keeping.

NAME: _________________________________________      CLASS PERIOD: ____________

Keeping Track of Cash Flow

Date Item/
Service

(F)
Food

(C)
Clothing

(E)
Entertainment

(O)
Other

(PL) or
(UN)

(FX) or
(VR)

3/1 Snacks 3.53 UN VR

Totals
Percent
Grand Total
(F+C+E+O) =
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EXERCISE

7.1
Use the information from your expenses chart to answer these questions:

1. For which of your expenses did you plan ahead of time?
___________________________________________________________________________

___________________________________________________________________________

2. Which expenses were unplanned—that is, bought on the spur of the moment?
___________________________________________________________________________

___________________________________________________________________________

3. If you had the week to do over, which expenses would you change? Explain.
___________________________________________________________________________

___________________________________________________________________________

4. Which unplanned expenses were bad decisions? Explain.
___________________________________________________________________________

___________________________________________________________________________

5. Which unplanned expenses were good decisions? Explain.
___________________________________________________________________________

___________________________________________________________________________

6. Which sort of expense would be the easiest to decrease—fixed or variable?
___________________________________________________________________________

___________________________________________________________________________

7. Which of the expenses would be easiest for you to decrease if you needed
money for an emergency purchase? 
___________________________________________________________________________

___________________________________________________________________________

THEME  3 |  Lesson  7: Managing  Cash
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EXERCISE

7.2
THEME  3 |  Lesson  7: Managing  Cash

Living Within Their Means

NAME: _________________________________________      CLASS PERIOD: ____________

Read one of the case studies on this or the following pages and decide whether
the person kept his or her income and expenses in balance. (Note: All incomes are
after income taxes have been paid.) Then answer questions 1-4 at the end of the
exercise, and report your answers to the class. After each group gives a report, an-
swer questions 5-9.

Case  Study  A

Lauren earns $51,300 a year as a
teacher in a booming suburban
school district. She has the 
following monthly expenses:
Contribution to  $240

retirement plan
Rent/home mortgage 780
Utilities 340
Phone/cable/Internet 180
Food/groceries 300
Car payment 660
Insurance (car/rental/home) 188
Transportation, incl. gas 168 
Charity 92
Clothes 66
Loan payments 540
Entertainment 240
Services 180

(cleaning, hair dresser)
Other 166

Did Lauren spend more or less than
she earned? _____________________
_________________________________

By how much?____________________

Case  Study  B

Brian earns $42,000 a year by 
operating his small business. He has
the following monthly expenses:

Contribution to  $222
retirement plan

Rent/home mortgage 870
Utilities 288
Phone/cable/Internet 210
Food/groceries 290
Car payment 438
Insurance (car/rental /home) 178
Transportation, incl. gas 105
Charity 107
Clothes 138
Loan payments 368
Entertainment 180
Services 150

(cleaning, hair dresser)
Other 222

Did Brian spend more or less than
he earned? _____________________
_________________________________

By how much?____________________
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EXERCISE

7.2

Case  Study  C

Maria is a pre-med student, but she
works part-time as a lab assistant at
the university. She earns $44,000 a
year and has the following monthly
expenses:
Contribution to  $120

retirement plan
Rent/home mortgage 690
Utilities 342
Phone/cable/Internet 270
Food/groceries 450
Car payment 150
Insurance (car/rental/home) 264
Transportation, incl. gas 96 
Charity 24
Clothes 222
Loan payments 728
Entertainment 198
Services 90

(cleaning, hair dresser)
Other 180

Did Maria spend more or less than
she earned? _____________________
_________________________________

By how much?____________________

Case  Study  D

Suzanne is the executive vice 
president of a Silicon Valley computer
engineering firm. She earns $160,000
a year and has the following monthly
expenses:
Contribution to  $1,780

retirement plan
Rent/home mortgage 4,804
Utilities 670
Phone/cable/Internet 324
Food/groceries 336
Car payment 900
Insurance (car/rental/home) 750
Transportation, incl. gas 450
Charity 670
Clothes 270
Loan payments 900
Entertainment 540
Services 438

(cleaning, hair dresser)
Other 306

Did Suzanne spend more or less
than she earned? ________________
_________________________________

By how much?___________________

THEME  3 |  Lesson  7: Managing  Cash



52 FINANCIAL FITNESS FOR LIFE: Student Workbook Grades 6-8 ©Council for Economic Education

EXERCISE

7.2
THEME  3 |  Lesson  7: Managing  Cash

Case  Study  E

Marcus is an attorney working as a
prosecutor in a small town in Iowa.
He earns $80,400 a year and has
the following monthly expenses: 
Contribution to  $780

retirement plan
Rent/home mortgage 1,529
Utilities 342
Phone/cable/Internet 114
Food/groceries 409
Car payment 420
Insurance (car/rental/home) 225
Transportation, incl. gas 102 
Charity 114
Clothes 180
Loan payments 1,661
Entertainment 342
Services 114

(cleaning, hair dresser)
Other 324

Did Marcus spend more or less than
he earned? _________________
_________________________________

By how much?____________________

Case  Study  F

Jeff is a successful superintendent
for a small construction company in
Texas. He earns $40,400 a year and
has the following monthly expenses:
Contribution to  $240

retirement plan
Rent/home mortgage 900
Utilities 78
Phone/cable/Internet 54
Food/groceries 336
Car payment 186
Insurance (car/rental/home) 138
Transportation, incl. gas 168
Charity 66
Clothes 48
Loan payments 714
Entertainment 54
Services 72

(cleaning, hair dresser)
Other 90

Did Jeff spend more or less than he
earned? _____________________
_________________________________

By how much?____________________
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Respond to the following questions about the person whose case study your
group analyzed:

1. The person’s car needs a new timing belt at a cost of $840. What changes would
you make in his or her spending plan?
___________________________________________________________________________

___________________________________________________________________________

2. What are some of the trade-offs the person will face as a result of the choices
you made above?
___________________________________________________________________________

___________________________________________________________________________

3.What was the person’s monthly income?
___________________________________________________________________________

4.Make some suggestions for how the person whose case study you read could
budget his or her income and expenses more wisely.
___________________________________________________________________________

___________________________________________________________________________

Exchange information with other teams in your class to answer these questions:

5.Who had the most money left at the end of the month?
___________________________________________________________________________

6.Who overspent the spending plan?
___________________________________________________________________________

7.Which workers had between $100 and $200 left at the end of the month?
___________________________________________________________________________

8.How much income did Marcus have left over at the end of the month?
___________________________________________________________________________

9.If Lauren chooses to take a trip this month that costs $600, what are some trade-
offs she’ll have to consider?
___________________________________________________________________________

THEME  3 |  Lesson  7: Managing  Cash
EXERCISE

7.2



54 FINANCIAL FITNESS FOR LIFE: Student Workbook Grades 6-8 ©Council for Economic Education

THEME  3 |  Lesson  7: Managing  Cash
ASSESSMENT

LESSON

7

A Budget for a Secret Agent

NAME: _________________________________________      CLASS PERIOD: ____________

Evaluate the spending plan of James Bond, double-agent and all-around cool
guy. Use the income and expense information given, and analyze his money-
management skills.

Income
Annual salary (take-home, net) $1,575,654
Bonus for apprehending 65,000
spies (net) 

Gifts from foreign dignitaries (net) 14,000
Auto, meals, travel 320,000
and clothing allowance

TOTAL INCOME ___________

Expenses
Retirement plan $165,987
Restaurant meals 82,999
Airplane tickets 89,454
Auto cost and maintenance 87,500
Clothing 75,009
Concert tickets 5,367
Opera tickets 4,389
Ballet tickets 3,567
Furniture 76,456
Oil paintings 235,643
Yacht and maintenance 132,654
Private plane and 354,762
maintenance

Maintenance of home 113,231
in France

Maintenance of home 97,543
in Colorado

Maintenance of home 175,432
in Hawaii

Charity 274,123
TOTAL EXPENSES _________

1. Are James Bond’s expenses ( < , = , > ) his income?   (Circle the right answer.)

2. If Bond decides to buy a new plane for $175,000, what is his opportunity cost?
________________________________________________________________________

3. Bond’s financial advisor has said he should save 15% of his income; how much is that?
________________________________________________________________________

4. If Bond follows the advice of his financial advisor, what are some trade-offs he’ll
have to consider?
_______________________________________________________________________


