
21st Century: Careers & Budgeting 
Unit 4 – 8th Grade
What is a budget?
A budget is a plan for managing your money. It is an estimate of income and expenses over a period of time. With a personal budget, you can get a better idea of where you spend your money to whom you owe money, and how much.
A budget has two categories:


*Income – money earned, including wages.


*Expenses – items you spend your money on, including rent and food.

Monthly Budget Amount – the budget estimate for the month
Actual Amount – the actual income and expenses for the month
Difference – the difference between the estimate and actual budget amounts.

EXPENSES are anything you spend your money on.


*Types of expenses:

*Essential Expenses

*Non-essential Expenses

ESSENTIAL EXPENSES are expenses that are required for living.


*Fixed are the same each month.


*Variable varies each month.

NON-ESSENTIAL EXPENSES are the extra things you spend your money on.

NOTE:
Clothing can be considered an essential expense, but how much of what we buy



do we really need?

5 STEPS TO BUDGETING SUCCESS
1. List your expenses:
Make a list of your fixed expenses such as rent payments, car payments, insurance payments, etc. After that, make a list of your fluctuating expenses such as dining/eating out, dry cleaning, hobbies, and other bills or expenses that don’t have a consistent payment.

2. Separate your wants and needs:

After making a list to see where you are spending your money, check the list for places you can curb/cut costs or eliminate them entirely.

*This is especially important to successfully budget and eliminate debt or save money toward a specific goal*
3. Make sure your expectations are realistic:
The objective of successful budgeting is to help you plan for actual expenses while at the same time setting goals for spending that will allow you to save.
4. Consider buying budgeting software:
Doing this helps you to understand the expenses categories and helps you map out strategies for successful budgeting.

5. Get your family involved:
Everyone in your family needs to know and understand budgeting. They can actually help and remind you of your plans and allowances you have planned.

PERSONAL BUDGET allows you to know exactly how much money you have. It is also a self-education tool that shows you how your funds are allocated, how they are working for you, what your plans are for them, and how far along you are toward reaching your goals.

Explain Supply and Demand:

Supply is the measure of how much of a particular commodity is available at any one time. As the supply of a currency increases, the currency becomes less valuable. Conversely, as the supply of a currency decreases, the currency becomes more valuable.
*Supply of a product changes where there are changes in the prices of the productive resources used to make the good or service, the technology used to make the good or service, the profit opportunities available to producers by selling other goods or services, or the number of sellers in a market.

Demand is the measure of how much of a particular commodity people want at any one time. Demand for a currency has the opposite effect on the value of a currency than supply does. As the demand increases, the currency becomes more valuable, and as demand decreases, the currency becomes less valuable.

*Demand for a product changes when there is a change in consumers’ incomes or preferences, or in the prices of related goods or services, or in the number of consumers in a market.

Government-enforced price ceilings set below the market clearing price and government-enforced price floors set above the market clearing price distort price signals and incentives to producers and consumers. The price ceilings cause persistent shortage, while the price floors cause persistent surpluses.

Price Controls --  Price Floors  --  and Price Ceilings prevent markets from adjusting to changing conditions of relative scarcity.


Price Controls create persistent shortages and surpluses.


Price Elasticity is a measure of the responsiveness of demand (or supply) to changes in price.


Price Discrimination is the practice of charging different consumers different prices for the same product,

it recognizes that opportunity costs vary among individuals.

*Price Discrimination is possible when different consumers groups have different

elasticity of demand, when those groups can be identified at low cost, and when

product resale can be prevented or is highly unlikely.*

Scarcity is the economic problem of having unlimited human needs and wants, in a world of limited resources.


*Scarcity implies that not all of society’s goals can be pursued at the same time; trade-offs are made


of one good against another.
ELASTICITY of SUPPLY and DEMAND:
What happens to the quantity demanded when the price of a good changes?


If quantity changes a lot, we say that demand is elastic and stretches. If the quantity of the item changes a little, demand is inelastic and the quantity does not stretch much.  The price elasticity of demand is equal to % change in the quantity demanded divided by % change in price.


Example:
When the value of elasticity is equal to 0, demand is perfectly inelastic.



If elasticity is between 0 & 1, then demand is inelastic. When value of 




elasticity is equal to 1, demand is unit elastic.
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