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MANAGING FAMILY INCOME

Food, shelter and clothing are basic needs of ahuman being. How can we fulfil these
basic needs? We have to buy food, clothes and shelter (house). To buy anything, we
need money. From where can we get this money?

Your parents work to earn money to run the house and try
to fulfil the needs of all the family members. Can your father
or mother earn extramoney through other sources or can
youand yoursibling contribute towards the family income?
Yes, you can by helping in the household chores like
cleaning, mopping, washing dishes or clothes. Youcanstitch
clothes athome or take tuition or repair household gadgets
yourself or do typing for others. With this extra money

earned or saved members can meet additional needs of the family.

If money is managed carefully, we can achieve our goals as well as save some money.
Inthislesson our focus will be on the management of family income. Letus see how we
cando this.

[

Afterreading thislesson youwillbe able to:

definefamily income;

listsources of family income;

define expenditure and savings;

state the purpose of managing family income;
explain the process of managing family income;

define and give the importance of a spending plan (budget);
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e developabudgetforafamily,and

e  evaluatethebudgetof your family and suggest any changes required.

16.1 INCOME AND ITS SOURCES

Whateveris earnin the form of money which comes into the family is called its income.
This income may come from various sources.

16.1.1 Sources of Income

Income can be salary from ajob, part time classes, rent from a house or shop, interest
received from bank or sale of shares and other investments. It may also be earning from
the use of your skills or profit from your household produce etc.

Whenyouuse yourskills like stitching clothes for family members or growing vegetables
athome for your consumption or knitting sweaters for family members, youdonot get
any money in hand but at the same time you save money which you would have given
to the tailor for stitching or for buying a sweater or vegetables etc. Such savings add
toyourincome.
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Family income is the income from all sources like salary of family
members, rents, and interest received from banks and savings from
using skill of family members.

Money canalsobe saved by using free facilities like medical facilities, free education for
children orrent free accommodation. Can younow define family income?

INTEXT QUESTIONS 16.1

1. Choose the correct option from the choices given to complete the statement.

a. Incomemeans

i money
i house
i furniture

iv alltheabove.

b. Familyincomemeans
1 incomeofallrelated personsliving in the household
i commodities and services produced in the country
il righttoconsume goods and services

v alltheabove.
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4 ACTIVITY 16.1

1. Discuss with your parents and list all the sources of your family income.

2. Listtheskillsof all yourfamily members. Give them suggestions as tohow they can
contribute to family income by making use of their skills. Ask them to make some
products forsale.

Plan and organize sale of the products made by the family members. Request your
friends and family members toevaluate the total efforts in terms of questions given below
andreport the findings with suggestions forimprovement.

1)  wasthe venue, date and time for sale appropriate?
i) stallsanddecorations were alright ornot?

i) were the products sold too expensive?

iv) were the products well made?

v) didalotof people come to the sale?

vi) hasthe profitmotivated the family to make more products to sell?

16.2 EXPENDITURE

Whatever money we spend from the income for buying various things to fulfil our needs
iscalled expenditure. Letus make alistof all the items and services on which your family
spendsincome. Your list may include several items and services givenin the listbelow.

food

housing

clothing
education
transport
medical expenses
entertainment
others

letus define expenditure-

Income brings money into a family while expenditure takes money out so
that it is not available for anything else.
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| ACTIVITY 16.2

Make alistof yourimmediate needs (short term expenditure) and needs which can be
fulfilled atalater date (long time expenditure).

16.3 SAVINGS

Apartof theincome which comes into a family mustalso be kept aside for future use.
This money whichis setasideis called ‘saving” and may be used at any time in future
for any purpose like family needs or emergencies, children’s marriage or higher
education, old age security, health emergencies or to buy luxury goods etc.

Saving is the money set aside by the family for use in times of need.

16.4 NEED FOR MANAGING INCOME

To ensure that some money is saved, the expenditure must be less than the income. In
order to manage within yourincome, youneed to plan the expenditure. This is known
as ‘managing income’ and means spending wisely so thatall your needs are met. For
this, you will have tomake a ‘spending plan’.
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A spending plan is a planned approach to spend money. It is based on the
total income of a family. It helps the family to live within their income and
also save money for future needs and emergencies.

16.5 WHAT IS A SPENDING PLAN OR A BUDGET?

Itisactually alistof requirements of all the family members, with the money allocated
foreachitem to fulfil these needs. To be able to do this you mustalso know the income
ofafamily.

Why make a spending plan?

If we donot make a spending plan, we are likely to spend more than what we have.
So,if ourexpenditureis greater that our income it may lead us to borrow money
tofulfilneeds.

Expenditure >Income Borrowing
(>means more than)

Toavoid getting into trouble, make your spending plan and keep your expenditure
less than the income, in order to save money.

Expenditure < Income Saving
(<means less than)
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16.6 HOW TO MAKE A SPENDING PLAN?

Use the following steps to make your spending plan :

1. Keepinmindall theincome and facilities available to you for the period for which
you are making the spending plan.

2. List all the requirements (commodities and services) needed by the family
members for that period.

Prioritize these needs.

4.  Allocate fundskeepinginmind the totalincome. This will helpineffective utilization
of money and otherresources.

5. Balancethe spending plan. This will also help to save some money.

Second stepis listing all the requirements (main category). All families have theirown
spending plan according to their needs.

Theitems of expenditure in your family may be as follows:

Main category Sub category Allocation
In Rupees

Food e freshfoods

e processed foods

House ® rent

® repairingand maintenance

Clothes e purchase of garments/fabric
® repairsandstitching
® drycleaningand washing

Education ® books

o fees

® stationary

® occupational expenses

Household expenses o fuel
¢ householdsupplies
e paidservices(servant)

Transport e personal (automobile)
e public
Public utilities o electricity

¢ telephone Water

® postage
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Home furnishings
Medical expenses e adults
e children
Tax ® income I."I
e property orhome Notes
Entertainment e adults
e children
Personal allowances of
family members
Emergencies
Savings ¢ savingdeposit
® insurances
® investments

|

Fillin the table drawn below by writing the budgethead againsteach expenditure. The
firstitem has been done for you.

NTEXT QUESTIONS 16.2

buying a water bottle for school

Expenditure Spending heads
1. | repairof tap house
2. | buyingapack/strip of Asprintablets
3. | goingtoafriend’shouse by bus
4. | eatingout
5. | buyingatoothbrush
6.
7.

getting atelephone connectioninstalled
athome

8. | payingelectricity bills

16.7 HOW MUCH TO SPEND ON EACH ITEM?

Each family hasits own needs which are different from those of other families. (Even
yourneeds as a student for books, copy, pencil pen, eraser etc. will be different from
other students). How much a family spends on the differentitems depends on many
factors.

HOME SCIENCE




MODULE - 2

My Family & I

Managing Family Income

Letusnow consider these factors-

i

i

Income- The total family income from all sources will basically help to decide how
much can be spent on various items. More the income more will be the money
spentfor purchasing differentitems.

Size of family- More the number of family members more will be the expenditure
on food and clothing. Hence, the family will be able to spend less on entertainment
and luxuries etc.

Age of family members- If there are school going children, expenditure on
education, school uniform, stationary etc. will be more.

Place of residence- Inbig cities like Delhi and Mumbai, cost of living, food, house
rent, travel expenses and school fee are higher than in small towns and villages.

Skills- If some family members have certain skills like making preserves or doing
household repairs like repairing electrical equipments, carpentry etc. then the
family will have to spend less on getting the repairs done.

Savings- Keeping in mind the future needs.

Prioritise these needs

Youhavelisted all the needs of your family members. Before making a spending plan
it is important to prioritise all the needs. Below is given a prioritized list of needs
according toaparticularfamily. You will agree that the needs and priorities of each family
aredifferent.

",

| ACTIVITY 16.3

Make alistof your own expenditures for a week and prioritise them.
Ask your friend also to do the same.
Analyse and discuss with your friend, the flaws in your priority lists.

Allocation of funds

You have the list of expenditures ready with you and you know how much money is
available. Now you allot money to differentheads according to your income and see
how much you are able to save from your income.

The table below gives you anidea about the percentage of expenditure and the amount
of money spentoneachitem.
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Item of Expenditure

Amount (Rs.)

An example of a spending plan

Furnishing

3%,
Medical
3% &

Transport

8%
Education__—
5%
Household
operation Housing
6% Family 20%

Developme -

nt & Clothing
recreation 59

5%
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food (35%) 3500
housing (20%) 2000
clothing (5%) 500
family recreation (5%) 500
household operations (6%) 600
education (5%) 500
transportation (8%) 800
medical expenses (3%) 300
furnishing (3%) 300
saving (10%) 1000
TOTAL 10000

Table 16.1. Expenditure on various items for a family

This table shows the main heads of expenditure. While making your own spending plan

you can putdown the expenditure on each item separately in detail.

e  Amount to be saved

Every family, whatever the number or age of its members, must save a part of their
monthly income for later needs. The needs can be education or marriage of
children, medical expenses, house building, buying acar or arefrigerator depending
ontheneeds of the family, the family will have to shiftemphasis from spending to

saving. Asaguideitis advisable to save about 10% of the monthly income.

e Balancing the spending plan

While making your spending plan, youcan putdown the expenditure oneach item
according to yourrequirement. The mostimportant and difficult stepin making a
spending plan is balancing i.e. making expenditure less than income. With

experience we all can master this art.

There are two ways of doing this-
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Notes

BALANCING

Two ways to do it

Earnmore

Cut down the expenditure

® Find other sources of
supplementary  income
according to your capabilities,
skillsand knowledge like taking
tuitions, stitching clothes, making
handicraftarticles etc.

¢ Increase the income by taking
up part-time job, over time,
household production like
kitchen garden, poultry farming,
bee keeping, and making
preserved fooditems.

“We are spending entirely too much on bille.”

Economic use of stationery i.e. paper,
pencilsetc.

Do not waste food.
Cutdown on eating outside.

Checkextraexpenditure onelectricity,
wateretc.

Ironing and washing athome.

Use of public transport.
Useof cycleinstead of arickshaw.

Use of publiclibrary instead of buying
story books.

Looking out for sales/ rebates and
places where prices are comparatively
lower.

Shopinone trip.
Avoidimpulsivebuying.

Allocate funds toitems which are not
necessary, atthe end.

These are some of the ways by which you canhelp supplement family income. Therefore
the best budgetis where income and expenditure allocationis balanced.

§ / BALANCED SITUATION \'ﬁ’o
(%]

&
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Aspendingplan

e  Discourages ‘impulsive buying’ i.e. keeping away frombuying what youreally do
notneed ata particular time.

e  Spendingplanhelps youtomeetall the needs of all your family members. For this
you make alist, allocate money for each item and then spend according to the
spendingplan.

Make aspending plan/budget for a family of S membersi.e. parents, grand mother and
two school going children.

Father’sincome from job
Mother’s income from job

Interest from bank (from savings)

Totalincome

Whenyour spending planisready and youhave balanceditalso. The last stepis keeping
records of all the expenditure.

=Rs
=Rs
=Rs
=Rs

. 16,000

. 14,000

. 1,000

. 31,000 per month

Why should you maintain arecord of expenditure? Yes, this will help you to-

e  knowhow muchyouhave spentoneachitem

e  know whetheryouhave spentmore orles on certainitems than the previous month

e  control any unnecessary expenditure by not spending money on these items

e planforfutureneeds

i savemoney

e  checkorcompare old prices with new prices

e avoidgettingcheated

The table below will give you an idea of how to keep arecord of expenditure each
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month.
Table 16.2
Record of expenditure
Month Year
S.No. | Items Week 1 | Week 2 | Week 3| Week 4 | Total
1. Food
cereals
pulses
HOME SCIENCE
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vegetables
fruits

milk
ghee/oil
butter
spices
egg, meat

others

House
rent
repair

housetax

Clothes
cloth

clothes-ready
made

tailoring charges
dhobi

ironing

shoes/ chappals/
sandals

socks, handker-
chiefs

undergarments

schooluniforms

Education
school fees

books, stationary
etc.

Household bills
electricitybill
water bill

any other
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6.

Medical expenses
doctor’s fees

medicines

Transport
bus fare
metro fare
petrol

repair/servicing of
cycle, caretc.
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8.

savings

0.

any otheritem

16.8 CHARACTERISTICS OF A GOOD BUDGET

a.

Accurate estimates of income: Find the exact amount of income that will be
available to you for expenditure. (Gross income of the family differs fromits take
home pay).

Accurate estimates of expenditure: The expenditure estimate should be as
accurate as possible. Look up the budget of the previous years or the records of
pastexpenditures and savings.

Reasonably accurate allocation of money: The resources on expenditures
side should be reasonably accurate; the family mustbe able to determine its present
needs and wants and anticipate future changes (e.g. for some families budgeting
for October- November will need extra outlay on spending on festivals and other
occasions.)

Flexible: Abudgetis made flexible by allowing sufficient margin on certainitems.
It should allow you to divert some money from one item to another as per your
need. Forexample, some money can be easily diverted from entertainmentin case
of anunexpected high medical expenditure.

n,

| ACTIVITY 16.4

Given below are some of the categories of expenditure. Ask each family member to
prioritize them independently and compare the result.

HOME SCIENCE

Notes




MODULE -2

My Family & I

Items Ranking by

Father Mother Yourself Sister/
Brother

food

clothing

education

entertainment

paymentofbills

medical expenditure

1. Write T for true and F for false in the space provided before each
statement. If false, write the correct answer in the line given below each

INTEXT QUESTIONS 16.3

question.

a. Budgetis the process of allocating income among various uses.

b. Family goals affect the budget.

C. Abudget forces you todecide what is more important than the
other.

d. Abudgetcan’thelpinachieving long term goals.

e. Budgeting helps in the management of your finance.

f The main purpose of abudgetis to allow you to live within your
income.
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g Income of the family member does not influence the budget.
h. Making abudgethelpsin saving money.
L Major amount from the income is spent on food.

Now youmusthave understood the importance of managing money asitis animportant
resource. Your family members work very hard to earn money. It should not be wasted.
You must start managing the money you get as pocket money. Also help your parents
understand the importance of money management and help themin preparing abudget.

e_ WHAT YOU HAVE LEARNT

E
X
Rent I S .
Free facilities N é E
o= |n|* D
House M G |
Bankinterest E S ;FJ
Skills R
E
l Spend within yourincome
| Save money
SPENDING PLAN Avoidimpulsivebuying
Meetallneeds
M Income of family
ALLOCATION OF MONEY Sizeof family
Ageof family members
Place of residence
M Skills of family members
RECORD ALL EXPENSES —| Depends on I— Amounttobe saved
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TERMINAL QUESTIONS

Define any two of the following:

a. MoneyIncome

b. Directand IndirectIncome

c. Budget

Giveany five points highlighting the importance of ‘Family Spending Plan’.
Listthe characteristics of agood budget.

Requestyour friends to discuss and plan their family’s spending plan. If they are
notwillingtodoit

® Givetworeasons toconvince them about the importance of aspending plan.
¢ [etthemdeveloptheirspending plans.

¢  Givesuggestions forimprovingitby supporting withreasons foreach flaw in
theplan.

Definethe term “spending plan” and explain the factors on which the allocation of
money ondifferentitemsis decided.

Make asimple spending plan for the following families:

a) Afamily of four consisting of the parents and two childrenaged 12 and 17
years. They liveinarented house in Delhi. The father gets asalary of Rs 5,000.

b) Afamily of'six, grandparents, parents and two school going children 8 years
and 12 yearsold. They liveinavillage andhave asmall farm which brings them
anincome of Rs 3,000. The schoolin the village does notcharge any fees from
its students.

[ ]
ANSWERS TO INTEXT QUESTIONS
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16.2 (i)house (ii) medicalexpenses (iii)transport  (iv)entertainment

(v)household (vi)education (vii)publicutility (viii) publicutility
16.3
a. Twe
b. Twe
c. Tre

d. False-Abudgetcanhelpinachievinglong term goals

e. Twe

f.  Tre

g False-Income of family members influences the budget
h.  Tre

a. Hewasconcerned aboutother people/friends.
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