
Managing Money
LESSON DESCRIPTION
AND BACKGROUND

The students examine cases in which income is
limited and people must therefore make choices
about how to manage their money.

The thought of budgeting is frightening to many
people. It conjures up thoughts of sacrifice, of
having to give up valued things. But a budget
can be a tool for helping people make better
decisions about the things they want, including
financial success. This is true for individuals and
families of all income levels. For some individu-
als or families, the amount of income to be
managed at any given time may seem small, but
a family with $35,000 in annual income will man-
age to earn more than $1.4 million over 40
years. No one would imagine a small business
handling this amount of money without a
budget, but that’s what many families do. Budg-
eting is very important.

Gaining an understanding of budgeting and re-
lated money management skills will contribute
to students’ financial well-being. This back-
ground will become increasingly important as
students move toward adulthood, when their in-
comes increase and spending decisions have to
be made each day.

Lesson 14 correlates with national standards for
English language arts, mathematics, and eco-
nomics, and with personal finance guidelines, as
shown in Tables 1-4 in the introductory section
of this publication.

ECONOMIC AND PERSONAL
FINANCE CONCEPTS

• Benefit

• Budget

• Cost

• Expenses

• Income

• Savings

OBJECTIVES

At the end of this lesson, the student will be
able to:

• Define income, expenses, savings, costs, and
benefits.

• Explain that because of limited income,
people must make choices.

• Analyze the costs and benefits of alternatives.

• Explain how a budget can help people man-
age income and expenses.

TIME REQUIRED

One or two 45-minute periods

MATERIALS

• A copy of Exercise 14.1 and 14.2 from the
Student Workbook for each student

ADDITIONAL RESOURCES

To download visuals, find related lessons,
correlations to state standards, interactives,
and more visit http://fffl.councilforeconed.org/
3-5/lesson14

PROCEDURE

1. Introduce the lesson’s focus on managing
money. Explain briefly that being successful, fi-
nancially, isn’t merely a matter of earning a high
income. Financial success also depends on man-
aging money well. People who manage their
money well are often able to attain their goals in
life even on incomes that look modest by some
standards. People who don’t manage their
money well often encounter serious financial dif-
ficulties even if their earnings are high. There is
no sure-fire recipe for managing money well,
but the basic skills involved are related to budg-
eting. A “budget” is a plan for managing in-
come, spending, and savings.
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2. Read the following scenario to the class:

Your family has agreed to pay you $10 per
week for doing chores at home, such as wash-
ing dishes, folding laundry, and vacuuming.
This $10 would be your weekly income.
Would $10 be enough for you to buy all the
goods and services you want in a week, and
allow you to save for goods and services you
might want to buy in the future?” (Probably
not—not if you had only $10 to pay for
everything you consume in a week and to
save for the future.)

3. Explain that when people don’t have enough
money to buy everything they want, they have
to make choices—deciding, for example, that
some things are important enough to spend
money on now, while other things must wait for
later—or perhaps be crossed off the wish list in-
definitely. That would be true for the young per-
son mentioned above, but it also is true for
others. All individuals and families face this
problem. They must make decisions about how
to use their limited incomes. This is where
budgeting becomes important. Developing a
budget helps people think carefully about their
decisions to spend and save, and it helps them
plan for the future.

4. Distribute a copy of Exercise 14.1 from the
Student Workbook to each student. Have the
students read though the story and answer the
questions. (Answers: 1. $275; 2. $455; 3. No;
4. No, he will have $350, his planned ex-
penses are $455.)

5. Ask the following questions:

a. Terrance lists his planned income and
expenses. He is trying to develop a plan for
managing his income and expenses. What is
this plan called? (It is called a budget.)

b. By listing his income and expenses, what
does Terrance know for sure? (That he
doesn’t have enough income to cover all
of his planned expenses.)

c. Why does Mackenzie tell Terrance that he
must make choices? (Terrance’s income is
limited, so he can’t have all the goods and
services he wants. He must decide to
spend on some things and not others.)

d. Terrance’s planned expenses are $105 more
than his expected income plus savings. What
must he do? (Reduce expenses, find a way
to earn more income, or some combina-
tion of these two steps.)

e. How could Terrance earn more income? (He
could try to find other baby-sitting jobs.
He could ask his mother if there are any
special jobs he might do at home to earn
extra income. He could perhaps mow
lawns, etc.)

f. How could Terrance reduce his expenses? (He
could eliminate the bus pass and swimming
pool pass, buy less-expensive basketball
shoes, go to fewer movies, spend less on
food, spend less on other entertainment.)

6. Explain that Terrance must carefully weigh the
costs and benefits of each spending and saving
decision. A “cost” is something that is given up
and a “benefit” is something that is gained when
an action is taken. Ask the following questions:

a. What are some of the costs and benefits Ter-
rance can expect if he chooses not to buy a
bus pass? (Benefits: He’ll have some extra
money to use for other things; he may find
himself walking or riding his bike more,
which is good exercise. Costs: He won’t be
able to go to the pool whenever he wants;
he won’t be able to join his friends easily
for shopping; it will take longer to get
places, etc.)

b. What are the costs and benefits he can ex-
pect if he saves for the field trip? (Benefits:
Gaining a chance to be with his friends;
having fun participating in an educational
experience. Costs: Having less money to
spend over the summer on other goods
and services.)
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c. What are the costs and benefits he can ex-
pect if he finds other babysitting jobs?
(Benefits: Earning more income; having
more money to spend and save. Costs:
Spending time babysitting, which means
he’ll have less time to swim and do other
things with his friends.)

7. Explain that after Terrance considers the costs
and benefits of alternative adjustments to his
budget, he must select the option that provides
the greatest benefits compared to the costs. Be-
fore he gives up his bus pass, for example, he
must decide whether the benefits of giving it up
are greater than the costs. Ask: What do you
think Terrance should do to reduce his expenses
and/or increase his income? (Remind the stu-
dents that they must support their suggestions
by explaining what Terrance’s costs and benefits
would be if he were to follow their advice. Call
on several students to explain their suggestions.)

8. Distribute a copy of Exercise 14.2 from the
Student Workbook to each student. When the
students have completed the exercise, allow
time for them to share their answers. Be sure
that the students emphasize the costs and ben-
efits of the decisions they made.

CLOSURE

Use the following questions to review the les-
son:

• What is income? (Payment received for
providing resources in the economy.)

• What are expenses? (Payments for goods
and services. This refers to spending.)

• What is savings? (Money not spent on
present consumption; money set aside to
be used later.)

• What is a budget? (A plan to manage
income, spending, and savings.)

• What are costs? (Something given up when
an action is taken.)

• What are benefits? (Something gained when
an action is taken.)

• How can a budget help people manage their
income and expenses? (A budget helps
people plan; it helps them to see that they
must make choices; it helps them analyze
the costs and benefits of alternatives.)

ASSESSMENT

At the end of theMoney Management Theme,
select appropriate assessment questions for this
lesson.

EXTENSION

• Give the class another example of budgeting
by proposing a classroom party. Establish an
amount to be spent on the party. Have the
students list ideas for party food and activities.
Go through planning steps, identifying costs.
Discuss the need to make choices, with atten-
tion to the opportunity cost of the choices. Fi-
nally, have a class vote on spending plans that
fall within the budget limit.

• Ask the school principal to visit with the class
and discuss the budget for the school as a
whole, or for the school cafeteria. Have the
principal discuss examples of decisions the
school has made, using a budget.

• Ask the students to interview an adult about
budgeting for a vacation or for education.

• Have the students make a budget for using
time instead of money. Have them budget
their free time after school, on the weekend,
or in the evenings.
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