
22.13 SkillBuilder: Preparing a budget
22.13.1 Tell me
A budget is defined as a plan for the future. The government plans for the future of the economy on an
annual basis by preparing and releasing its budget each May. The budget establishes the sources of the
government’s expected revenues or receipts; that is, the amount of money it is expecting to receive and from
where that money will be sourced. It also establishes where (location) and in which areas of the economy
the money will be spent.

FIGURE 1 A budget can be used to assist
with finances and planning.

The government is not the only group that prepares a budget. Many businesses prepare budgets to provide
information about their future and to assist them in deciding on a course of action.

Many families also prepare budgets to enable them to better plan for a holiday or a new car, or in
preparation for one member of the family to give up work to start a family.

22.13.2 Show me
It is not uncommon for teenagers to prepare a budget when they start working part time and want to save to
buy a car.

There are a range of online tools that can help you establish, monitor and stick to a budget, but it helps to
have a basic understanding of budgeting principles and to be able to create a simple budget plan on paper.

Procedure:
Step 1
If you have a regular job, or other regular income such as pocket money, start by listing the amount/s you
generally expect to receive and when.

Step 2
Now think of all the regular expenses you incur. These might include mobile phone plan charges, daily food
and drink expenses, public transport costs and regular entertainment expenses (e.g. basketball game fees,
monthly movie catch-up with friends etc.). List these under the heading ‘Payments’ (or ‘Expenses’).

Step 3
By deducting the expected payments from the anticipated income (receipts) you can gain an indication of
whether you will have a surplus (extra) or deficit (shortfall) of funds for the month. You will need to adjust
your expenses or earn more income if you have a deficit. If you have a surplus, you have excess funds that
you can put towards saving.
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22.13.3 Let me do it
Complete the following activities to practise this skill.

22.13 ACTIVITIES
1. Prepare a budget for the coming month. Use this template (or design your own) and record your expected

receipts and expenditure on a weekly basis for the next month.
Adjust the terms in the rows to suit your personal circumstances.

Item
Month:
__________

Month:
__________

Month:
__________

Month:
__________

Total:
__________

Receipts

Work

Parents

Presents

Payments

Mobile phone

Travel

Food

Clothes

Cash at start
of month

Cash at end
of month

2. Use your skills to analyse your budget.
(a) Did you receive more than you expected?
(b) Did you spend more than you expected?
(c) Calculate the percentage contribution to your total receipts for each area of receipts.
(d) Calculate the percentage contribution to your total spending for each area of expenditure.
(e) If you were to adjust your spending, in which area would you be most able to reduce your spending?
(f) If you were to adjust your spending, in which area would you be least able to reduce your spending?

Why?
(g) What could you do to increase your receipts?

3. Compare your results with those of your classmates. There is no need to share dollar amounts. Use the
percentages and the analysis to explain your financial situation.
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