Chapter 6 - Expenditure


Mrs Barry

Scarcity & Choice
You only have a certain amount of money to spend so you have to make choices. Example: You buy a new pair of football boots so you cannot buy a new jersey as well.
Opportunity Costs
If you decide to give up something and buy something else instead, this is an opportunity cost. This is like the example above. You have decided to buy the football boots because you feel that you will get the most satisfaction from them.

Priorities in Expenditure

A priority is something that is very important or something you really need.  Example: You do not go on a weekend break because you need the money to pay household bills.
Impulse Spending
This is buying something on the spur of the moment. These are items that you do not need or you have not planned to purchase.

Give an example of impulse spending
Expenditure Records of a household
Types of expenditure:
	Mortgage/ Rent
	ESB
	Oil

	Groceries
	Repairs
	Phone

	TV License
	Insurance
	New TV


Fixed Expenditure
Fixed amounts paid on fixed dates – Give examples
	
	

	
	

	
	


Irregular Expenditure

These vary depending on how much they are used, and are paid at different times – Give examples

	
	

	
	


Discretionary Expenditure

These are items that are not essential and can be done without. They can be paid for at various times of the year – Give examples

	
	

	
	

	
	


· Give a reason why ESB would cost less in June than January?

______________________________________________________________________

______________________________________________________________________
· Give a reason why car running costs might be up by €600 in October only?

______________________________________________________________________

______________________________________________________________________
Capital & Current expenditure 

Expenditure can be divided into categories depending on what it is used for, either capital or current.
If the money is used to purchase things that will last a long time (You may borrow for this and pay for it over a number of years) – it is known as capital expenditure

Examples: House & furniture

If the money is used to buy regular everyday items and it is paid for out of your current account (You do not take out a loan for it) – it is known as current expenditure

Examples: Food, ESB, Oil, Clothes

Checking Bills/ Invoices/ Delivery Notes

You should always check your bills in case an error had been made. 

Land Line Phone Bill is made up of:

· Line rental
· Equipment rental – phone
· Dialled calls + VAT at 21%
ESB Example:

Present units: 1000 

Previous units: 500

Cost per unit: 10 cent
Present units = 1000

Previous units = 500

Units used
 = 500   x    10 cent = €0.50 (Cost)
HOMEWORK: Put in the definitions using your own words.
	Financial Costs
	

	Opportunity Costs
	

	Impulse Buying
	

	Fixed Expenditure
	

	Irregular Expenditure
	

	Discretionary Expenditure
	

	Capital Expenditure
	

	Current Expenditure
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