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Subject: Grade 7 Commerce 
Term: 4   
Week: 3    Lesson Number: 107 

Date: ___/___/2021 

UNIT: BUSINESS CALCULATIONS 

Topic: Budgeting      

 

Learning outcomes:  

1. Prepare personal and family budget. 

2. Explain the role of budget in controlling, spending and saving in the short and long term 

3. Set up a saving programme for realistic and achievable goals. 

4. Demonstrate the impact of inflation on purchasing power 

 

Introduction 

Budget is a plan of how to spend our income at a certain time frame for example week, month, 
etc. budget has three major components:  Income, Expenses and Saving 
 
Income: 

 Instructions 

In your Exercise Book, copy the Header.  Make sure your handwriting is neat and legible. (I will 

check your Exercise Book when you return to School) 

 

Resource 

Refer to the lesson notes below and complete the Practice Exercise that follows in your exercise 

book. 

 

Resource 107: Budgeting 

      
What is budgeting?  
A  Budget is a written plan of how much money is expected and how this expected income will 
be spent. Planning and budgeting one’s expected income helps one to be able to better control 
their finances and use the limited finances. By doing so, you can see how much money will be 
spent and if any money will be left to be saved.  
 
Importance of Budgeting  
In  a  budget  you  include  the  expected  income,  the  expenditure  and  an  amount  for 
saving for a fixed period of time, like a fortnight, month or six months. The amount must  be  
compared  against  the  spending  for  the  period  to  see  if  there  is  enough income to meet 
the expected spending. A budget can be changed many times to suit your need and this can be 
done easily by knowing your financial situation. You can make  as  many  changes  before  a  
final  one  is  accepted  to  be  used.  A budget also stops people from impulse buying or 
buying without planning.  It helps consumers to record and compare income and expenses and 
to avoid over commitments.  Some tips on good money management;  
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Who can budget?  
Wise consumers such as individuals, families, businesses and governments prepare budgets 
to try to manage their income. They try to make the best use of their limited income to get the 
greatest satisfaction in return. It involves making sensible choices.  
For example, saving part of the income is one of the sensible choices. Individuals and families 
can budget on a fortnightly basis or whenever they get paid.  Businesses as well as 
governments budget for twelve months.  Their budgets run for a year.  To make budgeting a lot 
easier list all the living expenses. They are of two types; fixed and variable expenses.  Putting  
them  together will  show  you  all  the  expenses for a certain  period  of  time.  Comparing the 
income against the expenditure will show if there is enough income to meet the expenses. 
 
Income and Expenditure  
There are two parts to a budget:  

 
 

 
An individual or family income is mostly spent on goods and services. So  
Income = Expenditure.  Expenditure  is  one  of  the  three  parts  in  any  personal  or  
family  budget  and  it  shows  how  the  income  is  used.  If they plan to use all  their income, 
the income must equal their expenditure. The various amounts set for each item of expense 
changes because prices of goods and services change over time.  
Public utilities like water, power, PMV fares and school fees change over time and wise buyers 
must make changes to cater for the increases in these costs.  
Some of these expenses are non-essential like ice cream or music. People can do without 
them.  However,  there  are  some  that  are  essential,  one  cannot  go  without them. This 
includes such items as food, power, water, bus fare, lunch just to mention a few. Some parents 
may have to set aside a fixed amount for school fees or rent money before it is due. 
 

 

 

Example of a Budget 

1.  
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Things to note:  

o Always write a heading for the budget 
o  The budget should appear in one piece. Draw it on a new page if need be but do not 

leave part of it on one page and draw the rest on another page.  
o Always keep some scrap pages at hand for quick calculations. This will help you make 

your work look neat!  
o Keep a sharpened pencil and a calculator when doing calculations.  
o  Be careful when you are interpreting the conversion table. The standard rule is: convert all 

figures or amounts equivalent for a year then divide it for the specified period.  
o All amounts will be rounded off to 2 decimal places.  
o Do not forget to underline the last amounts when totalling.  

 

Practice Exercise 107 

1. In your own words define the word budget  

2. What are essentials in a personal budget?  

 

 
This is the end of Lesson 107 week 3. Next Lesson 108: Personal 
Budget. 

 


