
	Session #5: Spending: What Do I Need? What Do I Want?


	Training Manual:
	
	Youth Livelihoods: Financial Literacy

	Rationale: 
	
	This session enables participants to distinguish between needs and wants and prioritize their spending in a spending plan.



	Target Audience: 
	
	In-school and out-of-school youth who have completed at least primary education.



	Facilitator Expertise:
	
	Peace Corps Volunteers and local counterparts who have been trained in the Financial Literacy module of the Peace Corps curriculum Youth Livelihoods: Financial Literacy and have basic knowledge of financial priorities and types of expenses. 



	Time: 
	
	90 minutes



	Prerequisites: 
	
	None



	Version:
	
	Jul-2012



	Session #5: Spending: What Do I Need? What Do I Want?

	Date: [Pick the date]
	Time: 90 minutes 
	Facilitator(s):      

	Facilitator preparation:

1. Prepare a box or envelope with folded pieces of paper with different denominations on each, from $20 to $100 or the equivalent in local currency on each piece of paper. Prepare one per participant.
2. Prepare flipchart: “List of expenses”
3. Note to facilitator: Keep examples of participants’ expenses that are suggested in this session to use in Session #8: Developing a Personal Budget.
Materials:

· Equipment

1. Flipchart paper
2. Markers or chalk
· Prepared flipcharts

Flipchart #1: List of expenses

· Handouts

Handout #1: Mani’s expenses

· Trainer Materials

Trainer Material #1: Sample of prepared flipcharts

Trainer Material #2: A box or envelope with pieces of paper with amounts of money
· 

	Competency: 
Participants prioritize their expenses and differentiate their needs from their wants.
Session Learning Objectives:
Participants will 
1. Distinguish needs from wants.

2. Develop a list of prioritized expenses.




	Phase/Time/

Materials
	Instructional Sequence

	Motivation

20 minutes

A box or envelope with pieces of paper with denominations of $20 to $100 on them
	Making choices about how to spend

Participants make spending choices and explore the reasons behind their choices and how these reasons can help them prioritize their spending. 

1. Say:  “The question we are going to address during this session is: What do we spend money on?”

2. Ask the following question and encourage each participant to write down his or her answer:  “Imagine that you have just received $200. What will you spend that money on? List each item and how much you will spend on each.”
3. After participants have a few minutes to think, ask some volunteers to share their answers.

4. The facilitator then carries a box filled with folded pieces of paper containing different denominations of currency. [Remember, the amount varies from $20 to $100 U.S.] S/he walks around the room and asks participants to pick one piece of paper without opening it. When all the participants have a piece of paper, the facilitator then asks them to unfold it.

5. Say:  “Now imagine that, instead of the $200 we talked about, you actually have the amount of money indicated on the piece of paper you just received. 
“Go back to your list and take off items you cannot afford, based on the actual amount of money you have. Make a new list of things you will buy or do.”

Post adaptation: 

The idea of the activity is to put participants in a situation where they are forced to make choices regarding spending. Therefore, adapt the amount in local currency accordingly.

6. Go around the room and ask people:  “What did you drop, and why?”
7. Ask participants to share what lesson can be learned from the exercise.

8. Summarize by saying:  “Generally, most people have a limited amount of money to spend. They have to make choices about how to spend the money they have. How do we make choices? There are many ways; however, it is important to know our needs and our wants.”



	Information

20 minutes 

Flipchart #1: “List of expenses”


	A. The difference between needs and wants

Participants define needs and wants and identify what distinguishes them.

1. Ask some participants to share with the class what they chose the first time when they thought they had $200 (first list) and what they decided to keep and remove from the second list when they learned they really had only $20.

2. Collect information from participants’ “First List” and “Second List” and write this on the table below.

3. Ask volunteers to explain the difference between the two columns.

First List

Second List

4. Summarize by saying:  “It seems that the column ‘First List’ contains a mix of things that are necessary and things that are not necessary. The column ‘Second List’ seems to contain mostly things that are necessary.
“Needs are things you must have or pay for to survive, such as food, medicine when you are sick, shelter, etc. Needs are also responsibilities you have to fulfill, such as taking care of a dependent, contributing to a savings group, or paying a debt.

“Wants are things that can satisfy your desires, such as music, videos, and treats like ice cream, but that you can do without.

“There are also some categories of needs that can be both needs and wants. 

For example:

· “Food—water (a need) and ice cream or soda (wants)

· “Clothes—sweater when it is cold (a need) and designer leather jacket (a want)”

B. Prioritizing expenses

Participants prioritize in the face of limited resources.
1. Say (Display flipchart list of expenses):  “We don’t have the money to cover all of our needs and wants, so we have to make choices. We will learn a simple method to make choices: making a list of expenses.
“This list can be for a week, a month, or a year.

“Let’s look at these simple five steps:

1) Write down things you must have or pay for on a monthly basis under the title ‘Needs: I must ….’

2) Write down things you want, under the ‘Wants but can do without ….’

3) Rank the importance of each thing, numbering them from 1 (most important) to 5 (least important). To do this, ask the question: ‘What if I don’t pay or buy it now?’

4) Determine the cost of each expense.

5) After each item, ask the question: ‘What if I don’t pay or buy it now?’ This question helps you identify the consequences of your decision.”

List of expenses

Expenses

Rank

Amount

What if I don’t pay or buy it now?
Needs: I must…

-

-

-

Total of needs

(Here)

Wants: But can do without…

-

-

Total of wants

(Here)

Total of all expenses

(Here)

2. “Ranking your expenses is also known as setting priorities. For example, paying for food is more important than buying a ticket for a concert. Later, these priorities will help you decide where to spend your income.”

Note:

· A participant could ask the question: “What happens when you don’t have enough income to cover your needs?”

· Answer: There are many options: You can either see if you can reduce the quantity that you buy or borrow money, the reimbursement of which becomes a need. But we will come back to that question with more detail during the course.

· Remind participants that the list can also be developed for a weekly calendar.



	Practice

25 minutes 

Handout #1: Mani’s expenses

Handout #2: List of expenses


	Distinguish between needs and wants and make spending priorities

Participants use a case study: “Mani’s expenses” and help Mani determine his needs and wants and set priorities.

1. Ask participants to form pairs. Then ask them to decide in each pair who will be Mani, and who will be Mani’s friend. Say:

“Mani is your good friend who wants your advice on how to prioritize his expenses for the coming month. Each pair will work together to fill out the table ‘list of expenses.’

Note: 

1) This activity also serves as an assessment of Learning Objectives #1 and #2.

2) Be prepared to read the handout if the literacy level is a problem.

2. Ask pairs to show how they have filled out the table “list of expenses.”

Note: 

There may be some differences in scoring. This is a learning point: Prioritization is a decision process and people make different decisions. What is most important is to be aware of the consequences of one’s decisions.
3. Conclude the exercise by saying:  “Determining needs and wants is a personal exercise and one that requires discussions and choices. At the level of a household, there will be some discussions as to what is really important and a high priority. Be prepared to weigh the advantages and disadvantages of each spending decision; for that, always ask the question: ‘What if I don’t pay for or buy it now?’”


	Application

20 minutes 


	Determining my needs and wants for next month

Participants apply the acquired skills and knowledge to their personal life.

1. Ask participants to fill out the table “List of Expenses” for their next month’s expenses.

2. Ask participants if they were able to complete the activity. Remind them that they can do the same activity with their parents at home or with their friends in youth associations.



	Assessment

5 minutes


	Remind participants as they leave the room to put a check in the relevant box on the flipchart “What I would like to learn,” discussed during the session “Introduction: Getting Ready.”

Things I would like to learn

I understand now

 Still don’t understand

Know how to use it

Will start using it

Activity #1 in Practice and Activities #1 and #2 in Application also serve as an assessment of learning objectives.



	Facilitator Notes for Future Improvement
	Date and Facilitator Name: [What went well? What would you do differently? Did you need more/less time for certain activities?]


References:

Federal Reserve Bank of Cleveland and The Learning Center and Money Museum. Great Minds Think: A Kid’s Guide to Money. http://www.clevelandfed.org/Learning_Center/Online_Activities/great_minds_think/Great_Minds_Think.pdf 

	Trainer Material #1: Flipcharts


Flipchart #1 List of Expenses

	Expenses
	Rank
	Amount
	What if I don’t pay or buy it now?

	Needs: I must…

-

-

-
	
	
	

	Total of needs
	
	(Here)
	

	Wants: But can do without…

-

-
	
	
	

	Total of wants
	
	(Here)
	

	Total of all expenses
	
	(Here)
	


	Handout #1: Mani’s Expenses


As a smart young businessman, Mani knows that he must pay $20 every month for business expenses in order to stay in business. He also has to pay a sales tax of $10 every month to be able to sell in the big art center in town.

Mani is not only a smart young businessman, but he is also a good young man with responsibilities and desires. For example, he has agreed to pay for food and electricity in his house. At the beginning of each month, he gives his mom $15 for these expenses. 

He is also a member of a youth community bank, where he has to save $4 every month. At the end of the year, the group members share the interest earned from the group savings.

Mani loves chocolate as a treat. Every month he spends at least $3 on chocolates. Also each month, he goes to the movies with his cousin, Naomi. This month, there is a new movie coming to the village. All his friends are planning to watch it. Mani is planning to watch the movie with Naomi. The movie will be a surprise for Naomi. He has not yet told her about his plans to see the movie. For the two of them, the movie will cost $3 ($1.50 each).

 There are two things Mani is planning to do next month: 

1) Most of his friends are wearing a new design of jeans; Mani has other trousers, but having this specific pair of jeans is the coolest trend in the village. A pair of jeans costs $10; he saw them last week in the village and he is really considering buying them, to look cool like his friends.

 2) Last week on the radio, he heard of a free HIV testing campaign taking place in the nearest city; while the testing is free, the transportation cost to get to the city and back is $5. Mani is interested in knowing his HIV status. He heard that even if you are not involved in risky behaviors, it is still a good thing for a person to know his or her HIV status. Next month is the last month of free testing.

Mani knows he can’t cover all these expenses next month based on his monthly income of $ 60. He will have to make some important choices. 

Can you help him make these choices?
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