Financial Planning

Introduction
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Click on the link below to see a brief introduction to the “Financial Planning” chapter.

Video: Intro to Financial Planning

Figuring out how much money you need is an important step in making a career plan. You need to know this so you can choose a job that pays enough to enable you to pay all your bills, buy things you want, and even save for the future. 

This chapter, Financial Planning, will show you how to calculate the salary you need. You will also learn about managing money so you can make the most of the money you earn. 

In this chapter you will:

· Develop a budget  
· Calculate your minimum salary requirement

· Explore how to manage your money better

· Consider ways to save and invest your money

If the video does not run smoothly on your computer, use the slideshow version.
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What is a Budget? 
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Name, the first step in determining how much money you need is to develop a budget.  A budget starts with list of all the ways you get money (your income) and a list of all the things you spend money on (your expenses).

Once you have this information, you can plan how you will spend your income to pay for your expenses each month. This planning is called a budget. 

This slideshow shows how making a budget will help Mark.
Activity: Mark’s Budget [Chap9_flash_scripts]
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Creating a budget is not hard to do. One thing you can do to help you with this task is to gather all the papers you have that contain information about your expenses and income.   

In this next activity you will identify items that can help you estimate your expenses and income. 

Activity: Items That Help You Budget [Chap9_budget_items]
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your budget
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Now it is time for you to do your budget, name. You may want to collect items that contain information about your current expenses and income. If you don’t have these items, you can just make your best guess.  

The first thing you need to do is list what you are currently spending. This next activity will help you do this.  

Workbook: Your Current Expenses [Chap9act_current_expenses]
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You have identified your current expenses.  How you spend your money can be classified into three categories: essential, necessary, and discretionary. This next slideshow explains the difference between these three groups.

Slideshow: Types of Expenses [Chap9_flash_scripts]
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You may have been surprised at how you spend your money. In order to put yourself in charge of your spending, it is helpful to think about how your spending reflects your values.  What you spend your money on should reflect what you and your family believe are important. 

In this next activity you will take another look at your expenses and identify which of your expenses are discretionary. You also will be able to change some of your discretionary expenses if you feel they are too high.

Workbook: Categorize Your Expenses [Chap9act_categorize]
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calculate your minimum salary requirement
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Name, you have taken the first steps in making a budget. You have identified your current expenses.  However, if you are not working, your expenses may change once you get a job. Before you can decide how much you need to make in your new job, you need to figure out what your expenses will be when you are working. You may have additional expenses like childcare and transportation. You may also have expenses that you didn’t feel you could afford when you were not working. 

In this next activity you will have the chance to make changes to your current expenses so that they show what your expenses will be once you have a job.  This information will be saved in your Workbook.

Workbook: Your Working Expenses  [Chap9act_working_expenses]
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You have calculated the expenses you will have once you have a job. The next step is to calculate how much money you need to make in your job to pay these expenses.  

The total that you need to meet your monthly expenses is not the same as the salary that you are offered.  For one thing, you may have some sources of income that will continue after you are working. These could include things like social security benefits or child support.

In this next activity, you will add your additional sources of income to your budget. This information will be saved in your Workbook.

Workbook: Additional Sources of Income  [Chap9act_income]
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When deciding if a salary will cover your expenses, another thing to consider is deductions that will come out of your paycheck.  Social Security and income taxes will be taken out.  If you are in a union, union dues will be taken out.  Also, you may have health insurance that will be deducted from your check.  To get a rough estimate of the salary you need, you should take your estimated monthly expenses, subtract your other sources of income, and add 20%.

In this next activity you will see the minimum salary that you need to pay your expenses. This information will also be saved in your Workbook.

Workbook: Your Minimum Salary Requirement [Chap9act_min_salary]

Manage Your Money
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Name, no matter how much money you make, if you do not manage your money well, you have a good chance of going into debt. One advantage to budgeting is that you can see exactly where your money is going. Some expenses can be reduced or avoided altogether by just making some small changes in your life.  

This slideshow gives examples of people who learned how to manage their money better.

Slideshow: Managing Money [Chap9_flash_scripts]
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Some people are very good at managing their money. Are you like that? Do you know someone who is really good at making the most of the money they earn?

In this next activity, you will be going to the Discussion Board to share with your classmates one thing that you or someone you know does to stretch a dollar. When you are in the Discussion Board, take time to look at your classmates’ answers.

Discussion Board: Managing Money Tips  [Chap9act_journal]
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Saving and Investing
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When you manage your money better, you have a better chance of being able to save money. 

If you include saving money in your expenses, you can plan for future goals.

Saving money can help you in several ways.  You can use this money to pay for unexpected expenses that may occur. You also can use this money to purchase things you might not normally be able to afford. 

Watch this slideshow to learn more about the advantages of saving money.

Slideshow: Why Save Money?  [Chap9_flash_scripts]  
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When you begin saving money, you need to decide where you are going to keep it until you spend it. An investment is money that you have saved and put in a place where it will increase over a period of time.  

This slideshow explains some of the ways you can invest your money 

Slideshow: Types of Investments [Chap9_flash_scripts]  
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Name, you have learned about saving and investing your money. Think about how this may apply to you. What are your financial goals? 

Take some time to write in your Journal about your financial goals and what you might do to begin meeting them. 

Journal: Your Financial Goals [Chap9act_journal]
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Celebration!
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Congratulations, name! You have just completed the “Financial Planning” chapter. Click on the link below to see a brief summary.

Video: Summing up Financial Planning

Congratulations! You have just completed the Financial Planning chapter. You are on your way to building a sound financial future. 

You have learned the importance of planning how you spend your money. You have calculated your minimum salary requirements, discovered ways you can manage your money more wisely, and explored the advantages of saving and investing.  Best of all, you have begun identifying your financial goals and started developing a plan for how you will meet them.

If this video does not run smoothly on your computer, use the slideshow version.

If you would like to review the topics covered in this chapter and/or write down things you want to remember, go to page 10 in your Manual.

You are now ready to continue to the next chapter. To mark this chapter complete and return to the Learning Center, click complete.   To simply return to the Learning Center, click review later.

OPTIONAL ACTIVITIES
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Are you spending your money wisely? The CNN Money page gives guidelines on the percentage of money you should be spending on different budget items. The site also has an electronic worksheet to help you calculate what you are actually spending. Click on CNN Money  [http://cgi.money.cnn.com/tools/budget101/budget_101.jsp] to try it out.
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Now that you have learned about managing money, are there some things you could do to manage your money better? If you want, click on Managing Your Money and write about it in your Journal. [Chap9act_journal]

QUOTES
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“We can tell our values by looking at our checkbook stubs.” ~ Gloria Steinem
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“If you really want something you can figure out how to make it happen.”  ~ Cher
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