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The Concept of Budgeting

Al-Dai-al-Ajal Syedna Mohammed Burhanuddin ®* states:

“Properly balance your household expenditure. Do not spend more than what you earn. One should
create a budget according to his earnings. Allah gives rizg, but it is imperative to understand its
importance and not squander away wealth behind unnecessary items and neglect that which is
necessary.

But it should be kept in mind that helping out a brother or helping your neighbour is not unnecessary
spending. If Allah has blessed you with a rupee, you should consider the fact that your brother does
not even have 4 annas. You giving him 2 annas will amount to your sa’adat. You will still be left with
14 annas. You shouldn’t deny the fact that you have been blessed, and refuse to give on those
grounds. Allah gives and has given you. You should share with Allah’s “ibaad. His ‘ibaad are His family.
You shall have His gratitude and gain more rizq.

Limit even that what you earn by halal means. Do not tire yourselves to the extent that you are
unable to do anything else in life. Some feel that earning big early in life will help them in the future.
Allah Ta"ala bestows livelihood in every age. Albeit, it is necessary to have your investments in place,
but do not indulge in such activities which impoverish you in the present to secure your future. That
is illogical.”

1. Planning- The Way to a Prosperous Life.

Rasulullah %A% states “planning is one half of life”. Proper planning in every aspect of life helps simplify
it.

Hudaat Kiraam 5, through their teachings, have shown Mumineen the best ways to manage their
spiritual and temporal lives. The above fact is reflected in Rasulullah’s **¥ words “a Mumin should
divide his time into three parts:

e atime for worship and devotion to Allah Ta'ala,
e atime for attending to his livelihood,
e atime for pursuing pleasures that are halaal and appropriate.”

There are numerous examples from the Quran, the revered words of Rasulullah **¥ and Moulana Ali
A which shed light on the concepts of balancing and planning in one’s life.

It is stated in Ikhwan al-Safa “man is a miniature version of the universe.”

Allah Ta’ala has balanced the blood flow in the human body. Diseases usually occur as a result of
unregulated or no blood flow at all. Thus the importance of striking a balance is demonstrated by the
natural functioning of the human body.

In the same way, it is important to channelize one’s wealth towards the different spheres of his life, in
order to create a perfect balance and maintain harmony. Hence budgeting plays a pivotal role in life.



2. Budgeting as Financial Planning.

Allah Ta"ala states in the Quran “And they are [servants of the Most Merciful] those who, when they
spend, do so not excessively neither sparingly but are ever between that, [justly] moderate.”

Rasulullah AV states “on the Day of Judgment a Mumin will be questioned about four things:
e His time-how did he utilize it?
e His body-how did he use it?
e His wealth-how did he earn and spend it?
e He will be questioned about his love for us, Ahl-e-Bait.”

The above words of Rasulullah **% make a Mumin vigilant in matters of wealth and its appropriation.
This is because the factor of accountability for one’s actions comes into place.

Moulana Ali #* emphasizes, “Maintain a balance while earning and spending” in order to indicate the
important concept of ‘balance’ in life.

Al-Dai-al-Ajal Syedna Taher Saifuddin * states “spend wisely and your life shall see fruition.”
It is important to attain the ‘knowledge of spending’.
Al-Dai-al-Ajal Syedna Abdeali Saifuddin ** states “there are three types of people.

e Firstly, the wise ones. They save 300 out of 1000, for times of emergency.
e Secondly, the ones whose expenditures are equal to his earnings.
e Thirdly those, whose expenditures exceed their earnings, which is not encouraged.

Al-Dai-al-Ajal Syedna Mohammed Burhanuddin * states “spending economically should be governed
by certain rules. Just as nails are trimmed on Fridays to maintain equilibrium, in the same way
customs which exceed their limits should be curtailed and even stopped if necessary.”

Moulana Ali ** states “squandering wealth in undue places may raise one’s position in the world. But
his standing in aakherat is low before Allah Ta"ala.”

The assessment of a budget is as important as its preparation.

Allah Ta’ala states “Read your book. Today, you yourself are enough for examining your own
account.” This aayat guides one to display transparency in his accounts and utilization of time.



3. The Importance of Budgeting for Religious and Spirtual Affairs

The Quran has widely encouraged spending in khair and displaying generosity, because it is this
expenditure that one can proudly hail as his most fruitful investment. As Allah Ta’ala states “The
example of those who spend their wealth in the way of Allah is like (that) grain out of which seven
ears shoot forth. (And then) each ear bears a hundred grains. And Allah multiplies for whom He
likes.”

A Mumin is expected to distribute his earnings in such a way, that he can spend it for different types
of khair and attain optimum barakat. Moulana Abuzar al-Gifaari * advises to “treat your entire
wealth as two dirhams; invest one dirham in the hereafter and spend the other on your family.”

It is also said that “there is no khair in wastage, and no wastage in khair.”

The concept of budgeting thus helps one plan on how to best channelize his funds in deeds such as
waajebaat, muwasaat, Faiz ul-Mawaid il-Burhaniyah, going for Ashara Mubaraka each year, ziyaafat,
and ziyaarat of mashaahid and magaamaat.

4. The Benefits of Budgeting.

Balancing one’s spending will help him save face in times of financial crisis.
Moulana Ali *° states “an economical spender will never be found asking (for money).”
Likewise he states “completion is attained by:

. learning the nuances of deen,
J forbearing in difficult times,
o planning in lives.”

Planning and budgeting help one plan to channelize his wealth towards deeni umoor, housing, food,
livelihood, education and health.

For close to half a century al-Dai-al-Ajal Syedna Mohammed Burhanuddin * strove to guide Mumineen
in comprehending the concepts of planning and maintaining an equilibrium in life. Today the same
path is followed by al-Dai-al-Ajal Syedna Aaligadar Mufaddal Saifuddin ™5. May Allah Ta"ala grant him
a long and prosperous life. Aameen.

Household budgeting is a plan on how a household’s income should be spent in order to provide for
the household’s needs without incurring any debts or deficits. It is important in this pro consumer era
in that it teaches members of a family the worth of money and it is indeed an important cog in the
wheel that runs a household. All members of a household are collectively responsible for determining
and preparing their household budget. Through budgeting all members of a household learn how to
spend their income wisely and responsibly, thus ensuring balance spending and peace of mind. This
manual is an attempt to educate and assist Mumineen in preparing their household budget.



Classification of a Budget

It is important to understand the difference between a household’s essential needs, wants and
savings. A proper budget should help you allocate your income in three categories of expenditure.

1. Your needs

Approximately half of your income should be set aside for the essentials, the core things you need to
live. These include utilities, groceries, rent, prescription medications, cooking gas, petrol for you
scooter/car, FMB Hub etc. It is important to understand what is considered a "need" vs. a "want" in
order to properly budget your money. Any payment that could negatively impact your quality of life
should be treated as a need.

2. Saving & Debt

The allocation to this category will depend on your long term goals and your past borrowings, which
need to be repaid. This also includes investments or other financial goals. Simply setting aside a small
portion of your income for savings can quickly build a safety net in case things go south and expenses
increase.

3. Your Wants

Anything remaining after budgeting for your needs, saving, and debts should be spent on things that
you want but could live without. This category allows for flexible spending and perhaps, a happier
life. Wants generally include money for vacations, electronics, appliances etc. Generally they are
things that are not needed to stay afloat, so make sure to prioritize.

The suggested classification rules offer flexibility and security in spending. They serve as a general
guideline and can be adjusted, depending on your lifestyle. Whatever ratio you choose to use,
remember that making a budget is useless unless you stick to it.
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How to Create a Budget -
4 Step Guidelines

It is important to keep your household budget simple. If a budget is too complicated, you will not use
it. Below are the steps to create a simple, workable budget. You can use the templates given in this
book or make your own spreadsheet.
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The first step in any budgeting exercise is to calculate your projected monthly and yearly income. You
can find out your yearly income by multiplying your average monthly income into twelve. Although
your income might vary month to month, try your best to average it out. You can use the average of
the last 6-12 months as a point of reference. To get started, list all your possible sources of income
and then start your calculations in the table given below.

Income
Sources of Income Monthly Income Yearly Income
Business
Profession
Salary
Investment
Property Rent

Home Industry
Others

Total Income



Step 2 - Set your Expenses under 6 Umoor
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(Treat your entire wealth as two dirhams; invest one dirham in the hereafter and spend the other on your family)

The next and most important step in your budgeting exercise is to determine your projected monthly
and yearly expenses under ‘the 6 Umoor. This method allows you to organize your expenses in a way
that comprehensively encompasses the various activities of a Mumin’s life

The 6 umoor of budgeting are as follows:

Deeni —i.e. Khumus, Wajebaat, FMB, Hajj, Ziyarat
Housing —i.e. Utilities, House Maintenance, Kitchen Utensils
Food —i.e. Groceries, Dining

Livelihood —i.e. Personal & Family Care, Transportation

Education —i.e. School/ College Fees

o v A w Nk

Health — i.e. Medical/Dental, Eye Care, Leisure

Note: If you have a Qardan Hasana repayment running, the installments should be budgeted as an
expense under the head for which you have taken Qardan Hasana in your household budget.

For example — Repayment for Qardan Hasana taken for college fees would be budgeted as
repayment under ‘Education’

Important! Before allocating your budget under the 6 Umoor, you must sit with your family and
identify your financial goals for the year and accordingly enter your projected monthly and yearly
expenses for each category.

Examples of financial goals include but are not limited to:

e Wajebaat e Educational Fees
e Hajj/Ziyarat/Ziyaafat e Appliances

e Ashara Mubaraka with Huzurala ™ e Marriage
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This step is important is because it will help you prepare a financial plan and prioritize what is
important to you. Hence, you will be able to identify the areas in which to spend and take the
necessary steps to curtail expenditure on those items that are not so essential.

Also keep in mind that inflation (a rise in the cost of goods and services) may result in an increase in
the price of things you have budgeted to purchase for the coming year. Therefore, It is always wise
to budget an increase in the next year’s budget compared to last year to compensate for this change.

Expenses

Expense Head Monthly Expenses Yearly Expenses
Deeni
Housing
Food
Livelihood
Education
Health

Total Expenses
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(Let the man of means spend according to his means: and the man whose resources are restricted, let him spend
according to what Allah has given him. Allah puts no burden on any person beyond what He has given him. After a
difficulty, Allah will soon grant relief.)

To evaluate the position of the household, you have to balance your budget and identify the
difference amount between your income and your expense. For that, subtract your yearly expenses
from your yearly income and observe the difference.

Difference Calculation

Particulars Monthly Yearly

Total Income
Total Expenses

Difference

The difference will be represent the status of your household budget in one of the following ways:
Balanced

If your expenses are exactly equal to your income, it means you have a ‘Balanced Budget’ and you
have enough money to fulfill all your needs and wants, but no margin to adjust unexpected expenses
that may occur during the year i.e. medical emergencies.

Surplus

If your expenses are less than your income, it means you have a ‘Budget Surplus’ or a certain amount
of money left over after all your expenses, which can additionally be saved/re-budgeted for
long-term goals or for unexpected expenses.

Deficit

If your expenses are more than your income, it means you have a ‘Deficit Budget.” Sometimes
consistent deficiency may slowly sink a family deeper into debt every year.

Generally knowing where and how you are spending is the first step towards planning for your
financial goals. With critical thinking and help from an expert, you will most likely be able to find
ways to grow your household income or reduce your household expenses.
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Step 4 - Track your Actual Spending
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(Read your book. Today, you yourself are enough for examining your own account.)

To implement your household budget, you have to diligently keep track of your monthly income and
expenses. The template given in the next section is a sample of how to divide, record and review
expenses against your budget. The sub-categories given under each budget head are a suggestion
only.

Ideally, ensure each expense is backed up by a receipt/invoice. If there are expenses that are in the
form of future provisions in the month, enter the amount in the respective category and set aside
the equivalent cash.

At the end of the month (at the latest), you will need to evaluate your budget results and identify
where you are under-budget or over-budget. By regularly monitoring your budget throughout the
year in this way, you can easily stay on track and achieve your overall financial goals.

For example - did you spend too much on or clothes this month? If so, you will need to cut back next
month to bring your budget back on track or you will need to reduce spending in some other
category to adjust.

Important! Avoid borrowing unless absolutely required Every Mumin should try to stay within his
means. In extreme cases of unforeseen contingencies, Mumin should obtain Qardan Hasana.



Monthly Expense Tracker

Monthly Income

Sources of Income

Budgeted Income

Actual Income

Difference

Business
Profession

Salary

Investment

Property Rent

Home Industry

Others

Surplus / (Deficit) from Last
Month

Monthly Expenses

List of Expenses

Budgeted
Expense

Actual Expense

Difference

1. Deeni Umoor
Khumus

Wajebaat
FMB Thaali/Niyaaz

Jamaat Expenses
Ziyarat

Ashara Mubarakah
Qardan Hasana

Others

Sub-Total
2. Housing

Rent/Maintenance Cost
Gas

Electricity
Telephone/Mobile recharges

Water
Cable

Internet
Cleaning Services (Maid)

Others
Sub-Total
3. Food

Groceries
Restaurants/Dine Out

Others

Sub-Total




Budgeted

List of Expenses Expense

4. Livelihood
4.1. Transportation
Petrol/Diesel/Gas
Repairs/Maintenance
Bus/Taxi/Train Fare
Parking
Others
4.2. Personal & Family Care

Personal Supplies (Shampoo,
Soap)
Clothing & Accessories
Jewellery & accessories
Appliances
Others

Sub-Total
5. Education
School/College Fees
Tuition Fees
Stationery Supplies
Toys/Games/Books
Subscriptions -

Newspaper/Magazines
Sub-Total

6. Health
Doctor/Dental
Glasses & Eye Care
Medicines
Picnic/Vacation
Swimming, Sports, Gym
Others

Sub-Total

Total Monthly Expenses

Particulars Budgeted
Total Monthly Income

Total Monthly Expenses

Difference
(Balanced/Surplus/Deficit

Actual Expense

Actual

Difference

Difference
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