7. Personal Life Choices
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· short term - 1 years time 

· medium term - 5 to 10 years time 

· long term - 10+ years time 

Choose from any of the following:
7.1 See some examples 

7.2 Preparing a personal choice plan 

7.3 Do you make financial decisions in the short, medium or long term? 

7.4 Setting a budget for short, medium and long term needs 

7.5 Financial decisions in the short, medium and long term 

7.6 Buying a car 

7.7 Are you a spender or a saver? 

7.8 Short term needs 

7.9 Long term needs 

All of the above planning methods will include an aspect of budgeting. Once you have looked at this section you may want to also see the ‘spending and budgeting’ section to get more detailed budgeting information.

7.1 Examples

Joanne and Barry have two children – Sarah and Ryan. Barry is 44 years old and has just been made redundant from his job at the local factory. However, he has received a redundancy payment of £2000. Joanne works part-time as a shop assistant. Sarah is getting married in 12 months' time and Ryan hopes to go to university when he finishes his A levels in two years' time. Barry has a mortgage but didn't take out a morgage protection plan, so how is he going to cope with paying the mortgage?

As Joanne and Barry’s income has suddenly decreased how do you think they ought to plan for their short, medium and long term needs?
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~Look at their budget and see how they could reduce
their outgoings and increase their income

Barry could look for another job
Joanne may increase her hours at the shop
Take advice on what benefits they may be entitied to
Take advice on what to do with the redundancy money
Investigate a mortgage payment break

Medium term

AAim to save some money in order to pay for
Sarah’s wedding and Ryan's university costs




[image: image3.png]Look at ways in which the cost of the wedding can be
reduced — could other people contribute?
Investigate the best savings plans for the above costs

Long term

Look at what their needs will be in over the next few years

Decide on priorities
Look at ways to save and plan for retirement based on Barry
getting another job or not getting a job





Now have a look at the case studies below.
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Sally and Steve have two children aged 5 and 10 but have decided to separate. Currently their joint income is around £900 a month. Sally will stay in the house with the children but does not know how she will cope with the reduced income she will receive. She has made an appointment with the local information and advice centre.

· Case Study 1 - impact of seperation 

· Case Study 2 - caring for an elderly parent 

· Case Study 3 - a new child on its way 
Case Study 1: As Sally’s situation will change how do you think she ought to plan for her short, medium and long term needs?
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Case Study 2: Yasmin has three children between the ages of 14 and 19 all living at home. Her two younger children are still at school. Her oldest child is working as a cleaner in a local hospital where Yasmin also works. However, her father has recently been taken ill and has spent the last two months in hospital. He is now ready to be discharged but can no longer live on his own as he needs a lot of care. Unfortunantly, he has no insurance cover which could have covered hospital and nursing fees. Yasmin wants him to live with her and the children.

How do you think this will impact on Yasmin’s financial situation. What do you think her short, medium and long term needs will be?
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Case Study 3: Hasina and John are expecting their first child. Hasina has decided to give up her job after the baby is born. While they are both happy that they will soon be parents they are concerned about how this will impact upon them financially.

What do you think Hasina and John’s short, medium and long term needs are?
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7.2 Preparing a personal life choice plan

Now you have had a go at identifying people’s short, medium and long term needs based on different situations use the panel below (print out this page and write into the boxes provided) and think about your own needs. You may like to think about the most important things you need to concentrate on what your needs might be;

· short term - 1 years time 

· medium term - 5 to 10 years time 

· long term - 10+ years time 
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7.3 Do you make financial decisions in short, medium or long term?
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If you decide on the long term, you plan for a long financial commitment or for a long term plan. Such a long term commitment could be a mortgage. Another example of a long term plan is to save for retirement or to pay for your children's further education.
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Below are some examples of unplanned events which will require money to put right. Read the cases and then list some of the advantages and disadvantages of each of the solutions.

Car repairs

Your car fails its MOT. In order for it to pass you need to pay around £150 for repairs.

You do not have this money at the moment. Do you:

· take out a loan and pay for the repairs? 

· not get the car fixed? 

New washing machine
Your washing machine breaks down. In your family you have four children under the age of 10 years old so it is really important that you are able to wash their clothes regularly. You do not have any spare cash to buy a new washer. Your options are: 

· go to the launderette 

· rent a washer 

· buy a washer on six months interest-free loan 

· buy a washing machine from a catalogue 

· get a loan that charges interest.

Replacement carpets 
A pipe bursts and floods your ground floor. Your carpet needs to be thrown away along with your sofa. You do not have house contents insurance. Your options are:

· remove the carpet and sofa but do not replace immediately 

· buy a new carpet and sofa on six months interest-free credit 

· buy from a catalogue 

· get a loan payable with interest to buy a new carpet and furniture 

· go and visit your local furniture exchange. 

How you plan affects your finances. These examples have shown that you can get into severe financial difficulties if you don’t plan ahead. If you consider these events in your medium and long term plans, you can avoid financial problems so always try to be aware of your different short, medium and long term financial needs. 

7.4 Setting a budget for the short, medium and long term
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Case study: Beverley is 43 years old, she is a single mother and has three children between the ages of 11 and 17. She has a full-time job and regularly works overtime. While she is at work her oldest child looks after the younger children. Her job means that at the moment the family cope quite well financially managing to save around £20 a week. 

Recently, Beverley has decided she needs to start saving money for when the children leave school, she would like to save £100 per month. She has also promised her family that she will take them away to Florida on holiday to celebrate her 45th birthday in 18 month's time and has not yet started to save money for this trip. In addition, there are various loans Beverley has taken out which she hopes will be paid within the next 12 months.

Look at Beverley’s budget and see how the family could reduce their spending. Rewrite Beverley’s expenditure considering her needs. Will she be able to make the savings that she wants?
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Beverley's Budget

Current Monthly | Revised Monthly

Budget Budget
Income 900,00 90000
Expenditure

Q Mortgage 180.00

7 s 2500
& etectricity 22.00
== Water 2000
B veteprone 2000
& viicence 1000
5,(; Digital 4200
W community charge  46.00
& Food 250,00
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¥ 6oing Out 40.00
428 catdogue 15.00

& Loan for car 9700
\ Petrol 60.00

. Payment for Sofa  37.00
a Savings for holiday

ﬁ Long term savings 10000

Total 884.00
16.00

Current savings




7.5 Financial Decisions in the short, medium and long term

Read this passage about making financial decisions and fill in the missing words by choosing one of the words from the box.
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Making financial decisions is not atways easy. How we decide to spend or
save aur will be affected by other paints such as whether we
have a family, are carers, have a disability and our age. For example, If
you are between 16 - 24 years old you may want to spend your cash on

rather than saving. If you have their needs are
probably going to take much of your income

Some of us wil have mare demands on our income than others. For
instance, If you ar a member of your family has a it may cast
you mare to do everyday tasks lie gaing shopping. This is because you
may have to pay for a tax because it would be too difficut to get to the
shaps by bus. If this Is the case you have to make sure you have enough
money to cover casts

As our income s aften spent quickly it is not surprising that many of us find
it hard ta save money in the orlong term. Although it may be
difficult to save maney itis impartant to think about This is
because we may have emergencies to deal with like replacing your car or
abroken down washing machine or repairing your bailer
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example, if your car has braken dawn and itis not worth fixing it you may
decide you need a new car. However, the type of car you want ta what you

need can be very different. Although it can be very nice ta get 'what you

. sometimes we should buy Just 'what we need. Importantly if we
spend our money on what we need rather than what we want we may be
able to afford to save for holidays and other treats in the future





Choose the words from the following list:

- Children


- Saving 

- Disability


- Needs 

- Money


- Incomes 

- Travel 


- Socialising

Take a look below to find out if you chose the right words form the list!
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Making financial decisions is not atways easy. How we decide to spend or
save our money_ will be affected by ther paints such as whether we
have a family, are carers, have a disability and our age. For example, if
you are between 16 - 24 years old you may want to spend your cash on
socialising rather than saving. If you have children _ their needs are
probably going to take much of your income

Some of us wil have mare demands on our income than others. For
instance, If you or a member of your family has a disability it may cost
Yyou mare to do everyday tasks lie gaing shopping. This is because you
may have to pay for a tax because it would be too difficut to get to the
shaps by bus. If this Is the case you have to make sure you have enough
money to cover _travel _ costs

As our income s aften spent quickly it is not surprising that many of us find
it hard ta save money in the_medium_or long term. Although it may be
difficult to save maney itis important to think about _saving . This Is
because we may have emergencies to deal with like replacing your car or
abroken down washing machine or repairing your bailer




[image: image19.png]BUt how can we think abaut saving on low _incomes ? One way is to think
about 'what my _needs_are' and then think about 'what | want. For
example, if your car has braken dawn and itis not worth fixing it you may
decide you need a new car. However, the type of car you want ta what you

need can be very different. Although it can be very nice ta get 'what you

want_, sometimes we should buy just 'what we need. Importantly if we
Spend our money on what we need rather than what we want we may be
able to afford to save for holidays and other treats in the future





7.6 Buying a car
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For example, you may live in an area which doesn't have a very good transport system, you may work shifts and can’t get a bus back home late at night, or you may have young children and find it difficult using public transport with prams and push chairs.
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But what about other trips such as visiting relatives and buying groceries?

Visiting relatives:
£17.50 (for whole family) x 1  = £17.50

Shopping trips:
£1.50 (return trip) x 2 (number of trips made per week) = £3.00

Total travel costs per week = £26.75 + £17.50 + £3 = £47.25
Total travel costs per year (approximately) = 52 x £47.25 = £2,457

So how much would your travel cost per year if you had a car? Some average figures might be:
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Tax: £160
Repairs & Maintenance: £ 300
Petrol: £600

Total: £1410




Of course this does not take in to consideration how much your car might depreciate (that is how much money you might lose on your car) per year. This is also just the cost to run a car – you also need to buy the car! 

If you do decide to buy a car you might set yourself a budget of £3,000. But, you may not have this amount of money available immediately. So what options might you have?

You could save £20 a week. But how long might this take to save?

3,000 ÷ 20 = 150 weeks, which is nearly three years.

If you need a car, waiting three years might be a long time. Also the price of the car will probably have gone up!

Another option is to get a loan. You may decide to borrow £3,000 and look at options to pay back £20 a week. However, your loan re-payments would be longer than 3 years (more likely 5 years) because of the interest you would have to pay on top of the original amount borrowed.

Now let us look at your situation.
How much do you spend on travel per year?

Cost of getting to work
Bus/train fare x number of journeys per day = total cost of travel per day.

Total cost per day x number of days you travel to work per week = total cost per week.

Cost of visiting relatives
Bus/train fare x number of journeys per week = total cost of travel per week.

Cost of going shopping
Bus/train fare x number of journeys per week = total cost of travel per week.

Cost of other trips
Bus/train fare x number of journeys per week = total cost of travel per week.

Trips made by other people in your household
Bus/train fare x number of journeys per week = total cost of travel per week.

Add up the five totals = total cost of travel per week

Now compare this final figure with the cost of running and paying for a car:
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Cost per week would be: £1410 ÷ 52 =£27.12 (approximately)

Add to this £20 to buy the car.

Your total cost of travel by car would be:
£27.12 + £20 = £47.12 per week

Of course, your budget to buy a car could be increased or decreased depending on what you could afford to pay back when you look at your personal budget.

7.7 Are you a spender or a saver?
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7.8 Short-term needs
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· Debt on her telephone £7 

· Payment of a court fine £5 

· Electricity and gas meters £20 (to clear arrears) 

Total £32

· Question 1: What other items you think will Jenny need during the week?

· Question 2: Estimate the cost of these items

· Question 3: How do you think Jenny’s situation will improve after the baby is born?

· Question 4: Where could Jenny go for more help and support on dealing with her current situation?

7.9 Long term needs

There are different planning needs for the short, medium or long term. In this section we are going to look at some examples for long term needs.
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There are different ways to plan and save for your retirement. One way is to invest into a pension plan. This means that you will pay a fixed amount of money every month off your salary into this plan and when you retire you will get paid a monthly pension.

Buying a house can be an investment for your retirement. If you buy a house you should choose a mortgage repayment plan that finishes before you go into retirement. This way you will not have to worry about paying for accommodation when you are in retirement and will have extra financial security this brings.

When you plan ahead for your retirement, you should try to plan how much money you will need. You should consider how much income you will have from pensions and savings and how much regular expenditure you will have, including accommodation costs, food, clothes, etc. On top of that remember to keep some money for extra expenses, such as birthdays, holidays and so on. To estimate your budget, you can use our budgeter in the Useful Tools section.

For more information relevant to planning for retirement you may want to take a look at In retirement in Life changes section.


Example: saving for funding children through further education 
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This section will help you think about different needs at different life stages. It will also help you plan for you and your family's future in the short, medium and long term.


There are different planning needs for things you need in the near future, things you need in the next few years and things you need in many years - e.g. a pension.








Activity: Take a look at this page and complete the studies by hand by filling in the blank spaces in each of the studies.





Activity: If you are not sure about this don’t worry. It might be helpful to write some points down to help you understand and plan financially for your future. Remember, you can always add to this if you think of other points as you work through some of the activities.








You can decide what to do with your money in different ways. You can plan for the short, medium or long term. Once you have made your weekly or monthly budget and you have some spare money you are then in a position to make that choice.


If you decide on the short term, you will spend the spare money on something you would like or need immediately.


If you decide on the medium term, you might save for a new car or washing machine. You will plan over a fixed period of time - either you will save a small amount of money every week, or you will take out a loan that you can repay over a fixed period of time, for example over 3-5 years.








Whichever way you decide, you should keep in mind that you might need money for a rainy day. If you use all your money in the short term and something unforeseeable happens you could find yourself facing considerable financial difficulties. So always make sure that you take these unforeseeable events into consideration.





This section will help you think about how different people have different needs and how priorities need to change if these needs are going to be met.


Look at the case study below, then think about how this family can begin to plan for their needs and adjust their budget to take these new needs into consideration.











Activity: So how much would it cost to buy and run a car?�Below is an activity that compares the cost of public transport to the cost of a car.





Sometimes we may have to save for a while before we can afford expensive items, buying a car is a common example. Finding £3000, for example, that you can spare in order to buy a car is almost impossible for many people so we stick to walking, bus and train rides. 


Although buying a car may be a big expense it may well be a worthwhile purchase.








Bus/train �You catch the train to go to work each day. The cost of the trip is £3.75 return.


Over a week your train fare will cost:�£3.75 x 5 = £18.75


At the end of your train ride you then need to catch a bus to your workplace; this costs 80 pence.


Over a week your bus fare will cost:�80 pence x 2 (because you make two trips a day from and to the train station) = £1.60�£1.60 x 5 = £8.00


The total cost of traveling to and from work is:�£18.75 + £8.00 = £26.75








Activity: are you a spender or a saver? 


On the website you can find an interactive quiz: http://www.moneymatterstome.co.uk/7-Personal-Life-Choices/Sub1/Activity-AreYouASpenderOrASaver.htm. This simple quiz activity will let you know whether you are a spender or a saver by nature, or somewhere in between.








Activity: short-term needs


Below is a case study which looks at short-term needs. Read through the story and see if you can answer the questions.








Case study: Jenny is 21 years old and seven months pregnant. Her boyfriend left her when she found out she was pregnant. She has not had any contact with her family for over 5 years. She receives £48.00 per week income support. From this she must pay for food, clothes, travel, bills and socialising. 


She applied to the social fund for her maternity payment but the application was refused because she put her application in too early. Her flat is cold and damp and she hopes she will be moved by the time the baby is born.


Out of her weekly income of £48 she has to pay:








Example: planning for retirement �When you think about long term needs, the time you will spend in retirement is maybe the most significant one. After a long life of working it should be a time for you to enjoy and rest. In order to make this possible you have to plan ahead for this period in your life. It is important that you are planning for it well in advance.





When your children are young it is quite easy to plan for short term needs. But what will you need in the long term? Once your children leave school they might want to go on with their education. You might have to pay for tuition fees, food and accommodation for your children. These costs will add up and it is easier if you plan for these expenses a long time ahead.


You can start a savings account or invest money for this purpose many years in advance. If you start a savings account for your children when they are still young you can save quite a big amount over the years. If you save £25 per month, that will be £300 a year – and if you do that over 16 years you will save £4800 plus interest! This is a good example how little amounts in the short term can make a huge difference in the long term.








