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Business Studies :  Personal Finance
Scheme of Work
Aims
· This SOW is designed to deliver strands of “financial capability” , specifically to address the following aspects;
􀁺 
making ends meet

􀁺 
keeping track of your finances

􀁺 
planning ahead

􀁺 
choosing financial products

􀁺 
staying informed about financial matters.
· There are three themes to be examined

· Saving and borrowing

· Lenders

· Dealing with debt

· Each theme contains suggestions for lesson content, which gives suggestions on;
· Lesson activities

· Follow - up discussion points to consider
· Follow -  up activity points to consider
· This SOW is expected to last six weeks.  Timings for each section are fluid
· A student self evaluation sheet is also included

· The information contained within this SOW can also be delivered using interactive worksheets and video links.  To access this information, go to

· http://moneysense.natwest.com/natwest/11to14/creditfile/teachers_notes.asp?page=MONEYSENSE/11_TO_14/CREDIT_FILE/TEACHERS_NOTES
· User id : nwpfe11728

Saving and borrowing
Objectives
· To introduce students to the basic principles of saving, debt and borrowing. 

· To introduce students to the concept of interest and 
· The importance of understanding that Annual Percentage Rates (APR) vary from lender to lender, and add considerably to the real cost of a loan. 

1.  Raising Money
Activities
Worksheet 1 

The worksheet  presents Ben, who is 15, and his band. They want to raise some money to hire a sound studio. The students consider the pros and cons of saving up until they have the money, or borrowing money from friends and family.

Answers
1. There are four people in the band, and each earns £15 per week. It will take them 7 weeks to save £420 (they already have £80). 

2. If they borrow £400 and each have to pay it back at 10 a month, they will need 10 weeks to pay off their whole debt. 

Follow-up discussion

· Seven weeks of saving would mean seven weeks of not being able to enjoy themselves as much. What do the students think the term ‘work/life balance’ means? 

· If option 2 was taken and the band borrows the money from their family and friends, they would still have £5 left each week after making their payments, 

· Do any of the students have bank accounts? Do they have any savings? Are they saving for anything in particular? 

· Where do they hold these accounts? 

· Do they know how much interest they are earning? 

· Why isn’t it an option for Ben to borrow from a bank or any other kind of money lender? 

Follow-up activity

· Ask the students to write a wish list of three things or events they would consider saving up for. How much do they think these things might cost? You could ask them to research prices on the Internet. How long do they think it would take to save for the item? Where would they put their money to save it?

Ask students to write six points for a debate on the subject ‘It’s better to save than borrow’. Three points should support the motion, and three points should oppose the motion.  Activity Sheet 1 supports this. The students are asked to record their own attitudes towards debt. 
2.  The cost of borrowing

Activities
Worksheet 2 

This worksheet  introduces the concept of interest and APR and shows how a debt of £500 at an APR of 15% can grow to £538.80 over a year (work through the calculations with the group).

Interest also works in a saver’s favour, and students are reminded that a savings account generally gives more interest than a current account.

Follow-up discussion

· Why do lenders charge interest? 

· Explain that APR will also include any fees to cover the cost of setting up a loan, e.g. administration fees. 

To demonstrate how compound interest works give the students the following example:
You borrow £100 at an interest rate of 10%. 

If you were unable to make any repayments over the next year you would then owe the original £100, plus a further £10 – that’s the 10% interest rate.

At the end of the year you would now owe £110. This means that in the following year you would be charged 10% on the new sum of £110. The cost of your loan is growing:

· Year one £100 @ 10% = £110 

· Year two £110 @ 10 % = £121 

· Total interest to pay = £21 

· Principle to repay = £100 

· Total payment due at the end of year 2 = £121 

Follow up activity

Ask the students to work out the total interest accumulated if they were to borrow:

· £1000 @10% over 2 years, if no repayments are made. 

· £100 @ 15% over 2 years, if no repayments are made. 

Answers
1. £210 

2. £32.25 

Homework
Ask the students to research different rates of interest for both borrowing and saving. Can they find five different rates for each?

3.  Debt dilemmas

Activities

Worksheet 3 : The students find out about what debt means to a range of characters including:

· Jack who has been lent some money by his parents. 

· Zoe who borrows money from a friend. 

· Rory who is running up a credit card debt. 

Students make a value judgment and decide whether or not the characters are really in debt. It’s more obvious that Rory is really in debt, but opinions may vary about Jack and Zoe.
Follow-up discussion

· Review the answers that the students have written. Are they all in agreement? Is it OK to be in debt to our parents or friends? 

· Would they consider lending money to friends and family? Would they want to know how the money was going to be used? Would that make a difference to their decision? 

· Ask the students to discuss what they would have to consider before they borrowed money – How much would they have to pay back with the interest? How long would it take before it was paid back? 

Follow-up activity

· Ask the students to write a scenario between two friends. One friend asks to borrow a sum of money. Their friend may or may not agree to lend them the money, but must give reasons (e.g. ‘I’ve lent you money before and you never paid me back.’ ‘I’ll lend you money, as long as you pay me back before the end of the month, etc.

4.  A national issue & Is debt always a bad thing

Activities
Worksheet 4 – group discussion

Worksheet 5 – group discussion
Follow-up discussion

· Encourage the students to think of as many reasons as they can for both sides of the argument – whether debt is always a bad thing or whether debt is OK and is useful – before issuing Worksheet 6 . 

· Do they agree with all the points on Worksheet 6? 

· Which do they think are most powerful? 

They could think about things such as: 

· What are the major purchases that people tend to spend money on, i.e. house, car, furniture, holiday, wedding etc… 

· How people afford to buy expensive items. 

· How they would feel if they had lots of debts that they couldn’t afford to pay back. 

Follow-up activity

· Challenge them to support just one of these points of view about debt and to develop a powerful argument. Remind them to use persuasive language, for example ‘Surely any right-thinking person will agree…’ ‘It can only be in the best interests of… ’ etc.

Lenders
Objectives
· To introduce students to a range of money-lending organisations. 

· To help students to understand that different kinds of money lenders have different rates and conditions. 

1.  Types of money lender

Activities

Issue and discuss Worksheet 7
Issue and discuss Worksheet 8.  Students label which advert they think belongs to which company.  Check answers are correct.

Students answer questions on Worksheet 9 (1a, 2b, 3c, 4b, 5c).  

Follow-up discussion

· Ask the students which of the lenders – if any – they might approach first. Which lender appears to be offering the best deal? 

· Which advertisement was the most persuasive and why? 

· Discuss the alternatives to borrowing money such as saving, reducing spending or increasing income. 

Follow-up activities

· Ask the students to research real examples of money lender companies, like the ones on Worksheets 9 and 10. Ask them to find the following information for each: 

· APR rate 

· Minimum and maximum amount of loan 

· Repayment period 

· Any special conditions e.g. to homeowners only 

· Any additional benefits 

Homework

· Activity Sheet 2 presents a scenario of three people shopping for a TV on sale for £1,000. Each chooses a different purchasing option: 

· cash 

· bank loan 

· special offer. 

Students have to decide which character chose which purchasing option by looking at how much they paid. 

Answers
Jerry paid £1,000 in cash.

Anna paid £1,036.56 (12 monthly instalments of £86.38).

Aliki paid £1,384.56 (36 monthly instalments of £38.46).
Dealing with debt

Objectives
· To teach students how debt can affect people’s lives. 

· To get students to consider some ways in which people can recover from debt. 

1. Getting into debt

Activities

Issue Worksheet 10.  All the characters have run up debts.  Students read the case studies and the answer the questions.  Discuss the answers

Issue Worksheet 11.  Read and discuss as a class.

Issue Worksheet 12. 
Follow up discussion

· The students discuss whether or not the characters have a problem with debt. Most students will probably agree that all the characters have problems with their debt. 

· Follow up activities

· After reading about how the characters have got into debt, ask the students to work with a partner and to think of some advice they would give each of the people on how to get out of debt. 

· Ask the students to consider ways of preventing getting into debt in the first place – savings, insurance, living to a budget etc. 
