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Module 3 / Lesson 2 – Pay Yourself First
Lesson Number – M3.L2
Key Concept – Financial Capability

Unit – Module 3 – Budgeting
Lesson Title – Pay Yourself First
Precepts
A – Action


A1. Work independently and in groups to get things done


A3. Plan effectively


A4. Identify and use resources


A8. Evaluate and reflect on actions taken and make appropriate modifications

B – Relationships


B2. Interact and work with others


B5. Participate effectively as a team member

National Standards

NL-ENG.K-12.3 – Evaluation Strategies 
NL-ENG.K-12.4 – Communication Skills 
NL-ENG.K-12.6 – Applying Knowledge 
NL-ENG.K-12.7 – Evaluating Data 
NM-NUM.9-12.3 - Compute Fluently and Make Reasonable Estimates 
NSS-EC.K-4.11 Money 

NSS-EC.K-4.13 Income and Earning 

Jump$tart National Standards
Financial Responsibility and Decision Making



Standard 2: Find and evaluate financial information from a variety of sources

Standard 4: Make financial decisions by systematically considering alternatives and consequences


Planning and Money Management



Standard 1: Develop a plan for spending and saving
Student Learning Objectives
As a result of this unit the student will…

1. Understand and know how to budget wisely.
As a result of this lesson, the student will…
1. Explain the reasons to track income and spending.

2. Understand the concept of Pay Yourself First

3. Identify the components of the financial behaviors pyramid

Time Instruction time for this lesson: 50 minutes. 

Resources Used in Lesson Development
eHow, Inc. (2010). How to Track Your Expenses. http://www.ehow.co.uk/video_4428938_trackexpenses.html
Garman, E.T., & Forgue, R. (2007). Personal Finance (9th ed.). South-Western College.

Learn Financial Planning. (2008). Budget Planning 101: How To Budget Your Money. http://learnfinancialplanning.com/budget-planning/
National Endowment for Financial Education. (2006). NEFE High School Financial Planning Program. Greenwood Village, CO: NEFE.
KidsMoneyFarm.com. http://www.kidsmoneyfarm.com/templates.htm
Watertown Daily Times. (2010). High School Financial Planning Newspaper Activities. http://wdtimes.net/NIE/High%20School%20Financial%20Planning%20Newspaper%20Activities.pdf
WordPress.com (2010). Active Simplicity: Understanding & Organizing Your Spending. 

http://activesimplicity.com/2010/01/31/financial-basics-part-1-–-understanding-organizing-your-spending/
Additional teaching resources for this lesson:

FNBO Direct. (2009). Pay Yourself First Challenge. http://www.pyfchallenge.com/
IN.Gov. (2010). PayYourselfFirst Money Smart Course. http://www.in.gov/dfi/PayYourselfFirst.ppt
Tools, Equipment, and Supplies
M3.L2.AS.A – one per student

M3.L2.AS.B – one per student

M3.L2.AS.C – one-two copies for teacher only, must cut apart prior to class activity

M3.L2.AS.D – one per student

M3.L2.AS.E – one for every 3-4 students

Multiple local newspapers and ads

Computer with projector
Key Terms The following terms are presented in this lesson and appear in bold italics:
Expenses – what you spend money on.

Income – any money you receive.

Pay yourself (P.Y.F.) – whenever you receive money, you should immediately put a certain amount into an account that you will set aside to use later to meet a long-term financial goal.
Spending plan – a plan for managing your money during a given period of time.

Content Outline

1. Explain the reasons to track income and spending
a. Achieving future goals, in sync with income, informed decisions

2. Understand the concept of Pay Yourself First

a. Pay yourself (P.Y.F.) – whenever you receive money, you should immediately put a certain amount into an account that you will set aside to use later to meet a long-term financial goal.
Interest Approach

· Begin class by giving students a case study on M3.L2.AS.A. Discuss the questions and answers out loud as a class. 
· Make sure students understand that Billy needs to try to start saving money first before he spends it all.
Objective 1. Explain the reasons to track income and spending.

· Explain to students that it saving money is important and can keep you from getting into money trouble. Show students the video “How to Track Your Expenses” http://www.ehow.co.uk/video_4428938_track-expenses.html. 
· Income – any money you receive.
· Expenses – what you spend money on.

· Spending plan – a plan for managing your money during a given period of time.

· Ask students why they should track income and spending and discuss their answers. Then write these three main reasons on the board for them to copy and explain each one:
· To ensure that your spending is in sync with your income
· This is a very practical item.  It is meant to answer the simple question – Do I spend more than I make?   Spending and saving is really all about lifestyle choices – if you can quantify the effects, then it is much easier to make changes to your behavior
· To make informed decisions on what to do with your money
· It is necessary to be able to evaluate your cash flow to ensure that it is working for you in the most productive ways.  Understanding your financial situation can help you achieve things like the best interest rate for paying off debt and saving for the future.
· To understand what you need to do to achieve future goals.
· One of the important outcomes of understanding your spending habits is how the choices you make today affect your goals of tomorrow.  For example, if one of your goals is to take a vacation in six month or go back to school in a year, you need to know today if you are setting yourself up financially to be able to achieve those goals tomorrow.
Objective 2. Understand the concept of Pay Yourself First.

· Introduce the Pay Yourself First concept by reiterating how important tracking income and expenses is to know how much you can spend and how much you have for the future. 
· Tell them that the Pay Yourself First concept says whenever you receive money, you should immediately put a certain amount into an account that you will set aside to use later to meet a long-term financial goal.
· Hand out M3.L2.AS.B to each student and have them write down their weekly expenditures, this should include meals, gas, entertainment, and any other expenditure they have, this does not need to include items that parents/guardians pay for. 
· After the students have finished this, hand each student between $15-35 in play money (vary the amounts for each student) from M3.L2.AS.C. Have them divide the money up into each expense and record how much they will be able to save each week from their income. 
· If they are spending too much money, have them evaluate their expenses and come up with a solution to their debt. 
· To add to the activity you could require that each student must be able to save a certain percent of their income (ex. 10% of your weekly income must be put into savings).
· Discuss the results as a class.
Review/Summary

· As a review activity, have students complete M3.L2.AS.D. 

Application
Extended classroom activity

· As an extended classroom activity have multiple different local newspapers available for the students, these should include inserted ads. 
· Assign or have students get into groups of 3-4 students and have them work on one section of M3.L2.AS.E. You can assign groups to sections or let them pick which section they would like to do. This can continue into an out of class assignment if necessary. Students may not be able to find answers to all the questions from the papers provided. 
· Discuss results with the class.
· Use M3.L2.AS.F as an optional quiz
FFA activity

· Have students analyze the previous year’s income and expenses for the FFA account. Have them answer the questions out loud:
· Are there expenses that are unnecessary?
· Is there a possibility to save more money?
· What long term goals could we have if we saved more money?
· Is there something we could purchase with our money that would be a good investment?

SAE activity

· Have students with an SAE calculate how much of their income they are:
· Spending on their SAE
· Saving for their SAE (or other expenses)
· Spending on items unrelated to their SAE

· Have students evaluate whether they like how they are spending/saving their money or not. If they are not happy with how much money they are spending/saving, have them write up a new goal for their spending and saving.

M3.L2.AS.A

Case Study: Read about Billy’s situation below. Use this data and what you have learned about financial planning to respond to the following questions.

Billy is a teenager. One day he asked his mom for money to go to a movie with his friends. His mom asked, “Billy, what did you do with the money you earned last week? You shouldn’t need to ask me for more money.” Billy decided to write down how he spent his money last week to compare it with what he received. Look at his list below and answer the questions.
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1. How much did Billy receive during the week?

a. __________

2. How much did Billy spend during the week?

a. __________

3. Recommend one way Billy can change his spending or income so he doesn’t have to ask his mom for money next week.

a. ____________________________________________________________________________________________________________________________________

[image: image6.jpg]



M3.L2.AS.A – Teacher Master
Case Study: Read about Billy’s situation below. Use this data and what you have learned about financial planning to respond to the following questions.

Billy is a teenager. One day he asked his mom for money to go to a movie with his friends. His mom asked, “Billy, what did you do with the money you earned last week? You shouldn’t need to ask me for more money.” Billy decided to write down how he spent his money last week to compare it with what he received. Look at his list below and answer the questions.
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1. How much did Billy receive during the week?

b. __$62_____

2. How much did Billy spend during the week?

c. __$61.50___

3. Recommend one way Billy can change his spending or income so he doesn’t have to ask his mom for money next week.

d. Possible responses: find other source(s) of income, reduce amounts spent for wants, set aside money each week to pay for more expensive items, save money each week.

M3.L2.AS.B
Balancing Income and Expenses
Instructions: Write down your weekly expected expenditures (not ones your parents pay for). This could include items such as meals, gas, loan payments, entertainment, or other expenditures. 

1. Item: __________________________________

$________________/week

2. Item: __________________________________

$________________/week

3. Item: __________________________________

$________________/week

4. Item: __________________________________

$________________/week

5. Item: __________________________________

$________________/week

6. Item: __________________________________

$________________/week

7. Item: __________________________________

$________________/week

8. Item: __________________________________

$________________/week

9. Item: __________________________________

$________________/week

10. Item: _________________________________

$________________/week

When you have completed your list, you will receive your salary for the week. Hopefully you will get enough money to pay for your expenses. If you do not receive enough money then you need to adjust your expenditures so you are able to save some money each week for future goals.

1. How much money did you receive? $____________

2. Were you able to keep your original expenditures list? __________

3. If you were not able to keep your weekly expenditures, describe what changes you have to make. 

____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
M3.L2.AS.C – Teacher

Cut the money apart before class for the activity.
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Source: KidsMoneyFarm.com. http://www.kidsmoneyfarm.com/templates.htm
M3.L2.AS.D

What if?

Purpose: Think about the consequences of spending and saving behaviors by predicting how much was saved or spent for each of the following situations.

	What if…
	Amount
	Possible Outcomes

	(Example)

…you incur a late fee of $3 at least twice a month at the video rental store because you return rented video games or movies late?
	In six months, you would have    saved/spent  $_36_.

[($3 X 2 times a month) X 6 months = $36]
	This is $36 that could have been put into savings or used to rent more movies or video games. Also, this might hurt my reputation as a reliable customer of the rental store.

	…you saved half of your gift money you received in the last year?


	In one year, you would have saved/spent $ _____


	

	…you purchased a soda or coffee every weekday after school?


	In one month, you would have saved/spent $_____
	

	…you saved 10% of your paychecks (or allowances)?
	In six months, you would have saved/spent $_____
	

	…your cell phone service charged 10 cents for every text message, and you averaged about three text messages a day?
	In the month of April, you would have saved/spent $_____
	

	…You are eligible for a good student discount of 25% on our automobile insurance premium. The full premium is $350 for three months.


	In one year, your family would have saved/spent $_____
	


Directions: What if any of the following spending or saving behaviors applied to you? How much would you spend or save? Read each of the “What if…” scenarios below, and calculate the amount saved or spent. Write the amount in the middle column. In the right column, list at least one consequence of the behavior. (The first situation has been completed for you as an example.)

M3.L2.AS.D – Teacher Master

What if?

Purpose: Think about the consequences of spending and saving behaviors by predicting how much was saved or spent for each of the following situations.

	What if…
	Amount
	Possible Outcomes

	(Example)

…you incur a late fee of $3 at least twice a month at the video rental store because you return rented video games or movies late?
	In six months, you would have    saved/spent  $_36_.

[($3 X 2 times a month) X 6 months = $36]
	This is $36 that could have been put into savings or used to rent more movies or video games. Also, this might hurt my reputation as a reliable customer of the rental store.

	…you saved half of your gift money you received in the last year?


	In one year, you would have saved/spent $ _____

(Responses will vary depending on student situations)
	(Note to instructor: Facilitate a discussion for students to consider potential consequences of the saving or spending behaviors.)

	…you purchased a soda or coffee every weekday after school?


	In one month, you would have saved/spent $_____

(Responses will vary depending on student situations)
	

	…you saved 10% of your paychecks (or allowances)?
	In six months, you would have saved/spent $_____

(Responses will vary depending on student situations)
	

	…your cell phone service charged 10 cents for every text message, and you averaged about three text messages a day?
	In the month of April, you would have saved/spent $_$9__

(10 cents X 3 X 30 days = $9)
	

	…You are eligible for a good student discount of 25% on our automobile insurance premium. The full premium is $350 for three months.


	In one year, your family would have saved/spent $_$350_

($350 X 4 quarters X .25 = $350)
	


Directions: What if any of the following spending or saving behaviors applied to you? How much would you spend or save? Read each of the “What if…” scenarios below, and calculate the amount saved or spent. Write the amount in the middle column. In the right column, list at least one consequence of the behavior. (The first situation has been completed for you as an example.)

M3.L2.AS.E
Budget: Don’t Go Broke!

Instructions: Using the newspapers and ads provided by the teacher answer questions from one of the following sections with your group on another sheet of paper.

Section 1:

1. How does the government generate income?

a. Look through the newspaper for examples of how your government spends money. (E.g., An article about a house fire might suggest the cost of purchasing fire trucks, their fuel and paying operating costs. A firehouse requires electricity, water, etc. Firefighters require training, benefits, salary, etc., and the municipality probably contributes to health insurance, pension funds, etc. Police officers also assist, and so on.

2. Look through your newspaper for articles about budgets: federal, state, and local.

a. What is the relationship between taxes and government expenditures?

b. Which budget items cause controversy?

c. How does the balance of taxation vs. budget affect citizens?

d. How are budget/taxation conflicts being resolved?

3. Formulate an opinion about a fair way to balance the needs of government at one level, local; state; or federal.

Section 2:

1. What is P.Y.F.? How does it apply to government? To private business?

2. In the business section of your newspaper, find articles about how companies make a profit or why they have lost money.

a. List the reasons you find for cusses or failure

b. What factors do successful businesses have in common?

c. What might have saved failing businesses?

3. Explain how your implement the PYF plan.

Section 3:

1. One way to save money is to spend less on purchases.

a. From the newspaper, make a list of purchases you plan or may consider making in the near future.

b. Which of the items on your list are not time-sensitive, and which do you need (not want) immediately?

c. Check classified ads. Is someone selling what you need? Consider how much you could save buying from the classified section from the new purchase price at a retail store.

2. Look at the newspaper section for entertainment.

a. Do any theaters offer discount or freebies?

b. Can you save money by ordering tickets online?

c. Where and when does your newspaper publish news about bargains or exceptional values? 
M.3.L2.AS.F – Quiz over Pay Yourself First


Name: _________________

Part 1. Matching – Read each statement carefully. Select the term that best matches the statement by writing the letter of the matching term in the blank.

___1. Money you received as an allowance or paycheck.

a. Fixed Expenses

___2. Amount of money you have coming in, as well as

b. Pay Yourself First (P.Y.F.)

          the money you have going out.










c. Payroll deductions

___3. Plan for managing your money during a given

          period of time.






d. Income

___4. Setting aside an amount of money for your 


e. Budget

          later use.











f. Cash Flow

Part 2. True/False: Read each statement carefully. Show whether the statement is True (T) or False (F) by writing either “T” of “F”. If a statement is false, rewrite the statement to be a true statement.

​___5. A personal budget should be planned for a specific period of time.

___________________________________________________________________________________________________________________________________________________________.

​___6. You can think of Pay Yourself First as a bill you owe yourself.

___________________________________________________________________________________________________________________________________________________________.

___7. Income and spending must balance each other.

___________________________________________________________________________________________________________________________________________________________.

___8. You should follow the same budget as long as necessary to control your spending and to meet your financial goals.

___________________________________________________________________________________________________________________________________________________________.

Part 3. Short Answer: Read each item carefully: then write an answer based on what you learned about creating a personal budget.

9-10. What are two benefits of tracking your spending habits?

a. ____________________________________________________________________.


b. ____________________________________________________________________.
M.3.L2.AS.F – Quiz over Pay Yourself First – Teacher Master

1. D

2. F

3. E

4. B

5. True

6. True

7. True

8. False. A spending plan will need to be adjusted as income, expenses, and financial goals change.

9-10. Possible responses: Track spending habits to show where money is really going, use the information to create a budget to plan spending, compare to see how well spending habits match financial goals.
Sources:

National Endowment for Financial Education. (2006). NEFE High School Financial Planning Program. Greenwood Village, CO: NEFE.
The Jump$tart Coalition for Personal Financial Literacy. (2010). 2008 JUMP$TART HIGH SCHOOL SENIOR QUESTIONNAIRE
Billy’s Weekly Spending Log





Bought 5 lunches, $4 each


Gave a friend $5 for gas money for rides to school


Cashed paycheck, $57


Received $5 from Aunt Lillie


Purchased CD, $13


Paid for bus fare, $3.50


Purchased a concert ticket, $20





Adapted from: National Endowment for Financial Education. (2006). NEFE High School Financial Planning Program. Greenwood Village, CO: NEFE. 
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Bought 5 lunches, $4 each


Gave a friend $5 for gas money for rides to school


Cashed paycheck, $57


Received $5 from Aunt Lillie


Purchased CD, $13


Paid for bus fare, $3.50


Purchased a concert ticket, $20





Adapted from: National Endowment for Financial Education. (2006). NEFE High School Financial Planning Program. Greenwood Village, CO: NEFE. 
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