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Course:  Consumer Economics

Unit:  Money and Banking

[image: image4.wmf]Lesson:  Consumption and Budgeting

Competency Objectives:
Adult learners will understand the concept that income must equal or exceed spending.

Suggested Criteria for Success:
Adult learners will articulate the concept that a balancing a budget means earning more or spending less.

Suggested Vocabulary:
short-term goals

income

expenses




long-term goals

fixed expenses
flexible (variable) expenses




consumer spending
goods

services




wants


needs

balance




“There is no such things as a free lunch.”




“A piece of the pie.”

Suggested Materials:
Budgeting:  Take Control of Your Personal Finances.  This is one in a series of consumer education booklets by the ABA Education Foundation, a subsidiary of the American Bankers Association.  Reproduce the worksheets for each student.

http://www.practicalmoneyskills.com/english/teachers/..  This site has a lesson called The Art of Budgeting in the section for College (age 18 and up).  Click on lesson plans, then on lesson one, then on lesson outline.  Lesson 1 Overheads has a spot you can click to print all lesson materials.  Pages 15 through 18 of this lesson have a budget exercise that you can use in your class.

Paper and pens or pencils.
Suggested Resources: 
NOTE:  Some of these resources are intended for school-age learners.  The information is pertinent and clear.  However, please scrutinize what you plan to use, and work with these material to eliminate references to lower grades, children, youth, teens, etc., which could offend adult learners.
www.aba.com.  The American Bankers Association Education Foundation has free booklets on Budgeting, Saving, and Credit.  Contact 1-800-886-3346 or email EduFoun@aba.com.  These have budget worksheets and are available in both English and Spanish.  (From the www.aba.com address, click on Products (left side of screen).  Then click on Main Menu, followed by Alphabetical List.  Move down the page until you come to Consumer Education Booklets:  Budgeting, Credit, Checking, Savings.)

http://www.practicalmoneyskills.com/english/teachers/.  Practical Money Skills.  This site contains a wealth of information for teachers, students, parents, and consumers.  The part for teachers has lesson plans and teaching notes, while the section for students includes student materials, activities, and quizzes.  Begin by reading the Overview under About this Site.

http://www.jumpstart.org/.  Scroll down.  Beneath the calendars, click on click here for the 12 Principles for Personal Financial Literacy and a lesson plan for each principle.  Applicable lessons are Map Your Financial Future ( January), Know Your Take-Home Pay (April), and Budget Your Money (November).  For direct access, try http://www.jumpstart.org/principles.cfm.  Another good resource is at http://www.jumpstart.org/realitycheck, where you will find the Jumpstart Reality Check.

http://www.idfpr.com/default.asp  Click on Banking, then on Financial Literacy.  (Both are on the left side of the page.)  Explore the resources you find here.
http://iteslj.org/questions/money.html.  Conversation questions on money and shopping

Suggested Methods:
Discussion, Math, Journal Work

Suggested Steps:

Wants vs. Needs.  Ask class members to name things that people use money to buy.  Make a list on the board.  (You may get some ideas for class discussion from http://iteslj.org/questions/money.html.  The site has conversation questions on Money and Shopping, and many of them are appropriate to trigger items for this listing exercise--and some are not).  Include a variety of both needs and wants.  Include services (electric bill, rent, visits to the doctor and dentist) as well as goods (food, clothing, furniture). 

Now work as a class to sort the list into two lists: needs and wants.
People want many goods and services.  We all have unlimited wants and limited resources.  For each of the items on the two lists, let the group assign a reasonable estimate of the cost.  Assuming we all have about half the resources we would like to have, add the total cost, divide by 2 and tell students that they have that amount to spend (budget).  Give some time for students to determine what they will eliminate from the lists.  Ask two volunteers who are willing to share their rankings and put their budgets on the board.  How are they different?  What priorities did they set?  Did either of them miss a necessary expense (a need)?  

Short-term vs. Long Term Goals.  Ask students what they consider to be a short time; a long time.  Does age affect time perception?  Think of a small child waiting for Christmas.  Is it a long time from December 1 to December 25th?  Is the same period of time as long for an adult?  Decide as a class on how you will define short-term (one year perhaps) and long term (ten years perhaps).  Which of the Wants and Needs from your list above would be short-term goals?  (Perhaps new clothes, a birthday present, dental care, or this month’s rent.)  Which would be long-term goals?  (Perhaps home ownership, a new car, a college education for the children.)

Income and Expenses.  Use the exercise from pages 15-18 in the lesson referenced above in Suggested Materials (http://www.practicalmoneyskills.com/english/teachers/) to introduce the concepts of income and expenses.  (Note:  On the worksheet the category “fixed expenses” is listed twice.  The second listing should be “flexible expenses.”)

Another good resource for mapping income and expenses is in the booklet Budgeting:  Take Control of Your Personal Finances.  With this resource you may develop an imaginary person or family and give the figures of their budget for students to use instead of asking students to share anything about their personal finances in class.  Have your imaginary person or family overspending their income.  Leave room for some adjustments that students will be able to identify to reduce costs to balance the budget.  (Take lunches to work and eat out less, do not have a cellular phone unless it is absolutely necessary in the work of the primary wage earner, car pool, postpone vacations and trips until the budget balances, do comparison shopping, buy budget brands, etc.)  Help students identify the only two ways that one can balance a budget, i.e., increase income or cut expenses.  

Hint:  Why do we say “balance” a budget? 

Jumpstart’s Reality Check.  If you have internet access in the classroom, or if you can arrange for a visit to the library or college computer lab where your students can have such access, Jumpstart’s Reality Check http://www.jumpstart.org/madmoney/pgv_money_rc_main.html is a good exercise for advanced students.  It is particularly good for advanced students who have prior degrees, high school diplomas, or certificates from their homeland.  Students learn that more English and more education are necessary to live better.  (If you have trouble accessing the address above, try http://www.jumpstart.org/realitycheck.

Journal Work:  Do both of the exercises below:

· Exercise One.  What are my goals?
Write your own long-term and short-term goals.  Give three long-term and three short-term goals.  List things you can do to move toward your most important goal in each category?

	Long Term Goals
	Short Term Goals

	1.
	1.

	2.
	2. 

	3.
	3.


To meet my most important (#1) long term goal, I can do these things:

1.

2.

3.

To meet my most important (#1) short term goal, I can do these things:

1.

2.

3.

· Exercise Two.  Where does my money go?
Keep a paper and pen with you for a week.  Record every item you buy or bill you pay.  Beside each item, note whether the expenditure was a need or a want.  For example:
electric bill


need
ice cream soda

want
gas for car to go to work
need
new designer T-shirt

want
eggs


need
beer



want
Did you start to buy anything during the week and then change your mind because you were keeping this list?  What did you learn about your spending by doing this exercise?
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