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THE NEWARK PUBLIC SCHOOLS DISTRICT

MISSION STATEMENT
The Newark Public Schools District’s mission is to develop a productive citizen who is distinguished in all aspects of academic endeavors and willing to challenge the status quo in our society.  We are committed to ensuring that our policies and practices will prepare our students for a world that is increasingly diverse and knowledge driven. We expect our schools and classroom environments to be emotionally safe and intellectually challenging. We pledge to partner with parents, groups, and organizations that add support to the mission by changing hearts and minds to value education.

Cami Anderson
State District Superintendent

GOALS AND PRIORITIES

Great Expectations: 2009-13 Strategic Plan

OUR SHARED GOAL: PREPARING ALL STUDENTS FOR COLLEGE, WORK, AND CITIZENSHIP
Our youth need to be able to compete in an increasingly complex, competitive, and diverse world. Many of the best new jobs require not just a high school diploma but at least two years of college. We need to raise the bar, and we are. Our goals for 2013 are very challenging.  Students need to be:

· Ready to learn by kindergarten. 80 percent of our students will be ready to learn by kindergarten, up from 64 percent in 2008–09.

· Reading and writing at grade level by the end of 3rd grade. 80 percent will be reading and writing by the end of 3rd grade, up from 40 percent in 2008–09.

· Ready for the middle grades. 80 percent of 5th graders will be proficient or above in language arts literacy and 85 proficient or above in math, up from 40 percent and 59 percent, respectively, in 2008–09.

· Ready for high school. 80 percent will be “on track for graduation,” up from 38 percent of freshmen who are on track to begin the 2009–10 school year.

· Ready for college or work. 80 percent will graduate, and 80 percent of graduates will enroll in college, up from 54 percent and 38 percent, respectively, in 2008–09.

GOALS AND PRIORITIES

Great Expectations: 2009-13 Strategic Plan

PRIORITIES

PRIORITY 1. Ensure highly effective teachers and principals deliver strong curriculum, instruction, and assessment

· Strengthen and align curriculum with rigorous standards, ensuring that it is engaging, challenging, and consistently implemented.

· Create a highly effective professional development system for teachers and administrators that is more focused on delivering quality instruction and aligned to the learning needs of each student.

· Ensure there is a highly effective teacher in every classroom and a highly effective principal in every school by strengthening the preparation, recruitment, induction, evaluation, recognition, and compensation of effective teachers and principals.
PRIORITY 2. Build a system of great schools that serve students, their families, and the community

· Build an aligned, supportive Pre-K–grade 3 pipeline that ensures students are ready for kindergarten, reading by grade 3, and prepared to move forward.

· Transform the middle grades experience to ensure students are prepared for high school — academically, socially, and emotionally.

· Dramatically transform our high schools, building a system of themed, college and career-oriented schools that ensure all students graduate prepared for college, work, and citizenship.

· Implement an aggressive strategy for turning around low-performing schools that includes reconstitution, external partnerships, full-service “community schools,” and other effective strategies.

PRIORITY 3. Ensure that schools are safe, welcoming, and working collaboratively with parents, families, and community partners to support student success

· Ensure that all students, parents, families, and community members are respected and all schools are safe and “family-friendly.”

· Actively work to help parents and families become more informed and involved.

· Expand and strengthen quality partnerships, including the “full-service community school” model to provide services,
PRIORITY 4. Improve our educational practice by creating an accountability system that promotes data-informed, effective, and efficient management and operations

· Reorganize central and regional offices, and streamline operations to strengthen support to schools and students.

· Create a culture of accountability that uses data to inform decision-making at every level in support of the district’s strategic priorities.

· Increase the transparency of how we make decisions and report on outcomes of our work together.
NEWARK PUBLIC SCHOOLS 

SCHOOL ADVISORY BOARD


Program and Instruction Committee
Ms. DeNiqua Matias
Dr. Rashied McCreary
Ms. Ariagna Perello
Mr. Khalil Rashidi

Dr. Caleb Perkins, NPS Special Assistant of Curriculum

Valerie Merritt, NPS Director of Board Relations
Newark Public Schools

Financial Literacy

Course Philosophy
According to Ben Bernanke, Federal Reserve Chairman, “the financial preparedness of our nation’s youth is essential to their well-being and of vital importance to our economic future. [We] are reminded of how critically important it is for individuals to become financially literate at an early age so that they are better prepared to make decisions and navigate an increasingly complex financial marketplace”.

Now, more than ever before, it is critical that our children are on the path to financial security and it is critically important for the students of today to become mindful of their economic circumstances and how financial decisions they make today will impact their futures. Our students must become financially literate at an early age. It can no longer be considered an option for students to learn about the world through financial lenses. In order for our students to become productive citizens and competitive in the 21st century, all of them must be exposed to, and become knowledgeable in, financial literacy. Newark Public Schools has both an obligation to prepare its young people to thrive in this environment, and a vested economic interest in grooming an engaged citizenry made up of productive members of a global workforce that rewards innovation, creativity, and adaptation to change. 
The Financial Literacy Course will give our children the advantage many of adults wish they had when growing up. The focus of this course is to teach students’ skills they can and will be able to relate to now and in the future, which will help them reach financial independence. The Financial Literacy Course is dynamic in nature and will have students excited about money and ensure they put what they have learned to use. Students will be fully engaged with a variety of interdisciplinary and differentiated activities that will cement the understanding and internalization of their financial literacy education so they benefit from this knowledge throughout their lives.

Not only will a practical financial education benefit students in the long-term but it will also have considerable positive effects right now. The latest studies show that over fifty percent of college graduates are planning to move back with their parents. According to the Student Monitor, 62% of college graduates leave school with $27,236 in debt. In addition, less than one-quarter of students and only 20% of parents say students are very well prepared to deal with the financial challenges that await them after graduation. The Financial Literacy Course will help our students’ better cope with or save them entirely from such issues.
The Financial Literacy Course will ultimately get our students prepared for the realities of the 21st century - an important part of a thorough and efficient education today. Giving students a practical financial education before they move out on their own will continue to benefit them throughout their lives. We would never give a child a car without drivers training; so before they leave their secondary home, we will teach them about money and finance with a practical financial education course. 

Newark Public Schools

Financial Literacy

Course Description

The Financial Literacy Course is designed for junior and senior students and represents those standards of learning that are essential and necessary for all students. The implementation of the ideas, concepts, knowledge, and skills contained in the General Financial Literacy Course will enable students to implement those decision-making skills they must apply and use to become wise and knowledgeable consumers, savers, investors, users of credit, money managers, citizens, and members of a global workforce and society.
The intended learning outcomes describe the skills and attitudes students should learn as a result of successful participation in the Financial Literacy Course. By the end of the Financial Literacy Course students will:
1. Be informed and prepared to be prudent managers of financial resources, enabling them to achieve long- and short-term financial goals and security. 

2. Be engaged in establishing career goals that will provide adequate income and personal fulfillment. 

3. Demonstrate an understanding of personal financial planning and sound money management skills. 

4. Actively participate in and understand management of personal savings and investments. 

5. Accept responsibility for and understand personal and societal consequences of financial decisions

To successfully complete the course, the student will attend the class every day, be on time every day, be prepared every day with classroom materials (pencil, journal), complete assigned work and exams accurately, neatly, and on time, properly use hands-on time, pass exams at specified accuracy, take an active and intelligent role in any classroom discussion, and follow district and classroom policy/rules.
Students are also required to take and pass the Financial Literacy End of Course exam.

Recommended Textbooks/Resources

The textbook selected to be used for the half-year or one-semester course is Personal Financial Literacy.  It gives a brief overview of all major topics covered in the course in a succinct fashion designed to fit into a shortened course introducing financial scholarship.  It includes many introductions to various career paths and other useful supplemental materials.
Ryan, Joan S. (2012). Personal Financial Literacy. Mason, OH: South-Western, Cengage Learning. ISBN# 978-0-8400-5829-4.

Teacher Reference Texts

The teacher’s edition includes many instructional strategies, including bilingual and visual differentiation strategies.
Ryan, Joan S. (2012). Personal Financial Literacy – Annotated Instructor’s Edition. Mason, OH: South-Western, Cengage Learning. ISBN# 978-0-8400-5864-5.

Course Proficiencies

	Unit Number
	Unit Name
	Proficiency



	1
	Introduction to Financial Literacy
	· Analyze situations and demonstrate financially literate decision-making in given situations
· Analyze why money is necessary

· Compare and contrast different systems of economic distribution

	2
	Career Planning and Money Management
	· Analyze the relationship between various careers and personal earning goals.

· Identify a career goal and develop a plan and timetable for achieving it, including educational/training requirements, costs, and possible debt.

· Analyze how the economic, social, and political conditions of a time period can affect starting a business and can affect a plan for establishing such an enterprise.

· Summarize the financial risks and benefits of entrepreneurship as a career choice.

· Evaluate current advances in technology that apply to a selected occupational career cluster.

· Analyze and critique various sources of income and available resources (e.g., financial assets, property, and transfer payments) and how they may substitute for earned income.

· Analyze different forms of currency, how currency is used to exchange goods and services, and how it can be transferred from one person’s business to another.

· Analyze how personal and cultural values impact spending and other financial decisions.

· Demonstrate how exemptions and deductions can reduce taxable income.

· Explain the relationship between government programs and services and taxation.

· Explain how compulsory government programs (e.g., Social Security, Medicare) provide insurance against some loss of income and benefits to eligible recipients.

· Analyze the impact of the collective bargaining process on benefits, income, and fair labor practice.

· Prioritize financial decisions by systematically considering alternatives and possible consequences.

· Compare strategies for saving and investing and the factors that influence how much should be saved or invested to meet financial goals.

· Construct a plan to accumulate emergency “rainy day” funds.

· Analyze how income and spending plans are affected by age, needs, and resources.

· Analyze how changes in taxes, inflation, and personal circumstances can affect a personal budget.

· Design and utilize a simulated budget to monitor progress of financial plans.

· Develop personal financial planning strategies that respond to and use tax deductions and shelters.

· Describe and calculate interest and fees that are applied to various forms of spending, debt, and saving.

· Chart and evaluate the growth of mid- and long-term investments.

	3
	Consumer Awareness
	· Compare and contrast the financial benefits of different products and services offered by a variety of financial institutions.

· Compare and compute interest and compound interest and develop an amortization table using business tools

· Compute and assess the accumulating effect of interest paid over time when using a variety of sources of credit.

· Compare and contrast the advantages and disadvantages of various types of mortgages.

· Analyze the information contained in a credit report and explain the importance of disputing inaccurate entries.

· Explain how predictive modeling determines “credit scores.”

· Explain the rights and responsibilities of buyers and sellers under consumer protection laws, and discuss common unfair or deceptive business practices.

· Evaluate the implications of personal and corporate bankruptcy for self and others.
· Analyze and apply multiple sources of financial information when prioritizing financial decisions.

· Determine how objective, accurate, and current financial information affects the prioritization of financial decisions.

· Evaluate how media, bias, purpose, and validity affect the prioritization of consumer decisions and spending.

· Evaluate business practices and their impact on individuals, families, and societies.

· Evaluate written and verbal contracts for essential components and for obligations of the lender and borrower.  Apply consumer protection laws to the issues they address.

· Relate consumer fraud, including online scams and theft of employee time and goods, to laws that protect consumers.

· Determine when credit counseling is necessary and evaluate the resources available to assist consumers who wish to use it.

· Determine reasons for the increase of identity theft worldwide and evaluate the extent to which victims of identity theft are successful in fully restoring their personal identities.

	4
	Saving and Investing
	· Summarize how investing builds wealth and assists in meeting long- and short-term financial goals.

· Assess factors that influence financial planning.

· Justify the use of savings and investment options to meet targeted goals.

· Analyze processes and vehicles for buying and selling investments.

· Compare the risk, return, and liquidity of various savings and investment alternatives.

· Explain how government and independent financial services and products are used to achieve personal financial goals.

· Relate savings and investment results to achievement of financial goals.

· Differentiate among various investment products and savings vehicles and how to use them most effectively.

· Assess the role of revenue generating assets as mechanisms for accruing and managing wealth.

· Compare and contrast the past and present role of government in the financial industry and in the regulation of financial markets.

· Determine the impact of various market events on stock market prices and on other savings and investments.

· Evaluate how taxes affect the rate of return on savings and investments.

· Analyze how savings, retirement plans, and other investment options help to shift current income for purposes of tax reporting and filing.

	5
	Managing Personal and Financial Risk
	· Analyze risks and benefits in various financial situations

· Differentiate between property and liability insurance protection.

· Compare the cost of various types of insurance (e.g., life, homeowners, motor vehicle) for the same product or service, given different liability limits and risk factors.

· Evaluate individual and family needs for insurance protection using opportunity-cost analysis.

· Compare insurance policy coverage limits and related premiums and deductibles to minimize costs.

· Differentiate the costs and benefits of renter’s and homeowner’s insurance.

· Compare sources of health and disability coverage, including employee benefit plans, with options in another country.

· Compare and contrast options for long-term healthcare insurance for home care and external care.

· Explain how to self-insure and how to determine when self-insurance is appropriate.

· Determine when and why it may be appropriate for the government to provide insurance coverage, rather than private industry.

	6
	Civic Financial Responsibility
	· Demonstrate an understanding of the interrelationships among attitudes, assumptions, and patterns of behavior regarding money, saving, investing, and work across cultures.

· Summarize the concept and types of taxation used to fund public initiatives.

· Assess the impact of emerging global economic events on financial planning.

· Analyze how citizen decisions and actions can influence the use of economic resources to achieve societal goals and provide individual services.

· Summarize the purpose and importance of a will.

· Compare and contrast the role of philanthropy, volunteer service, and charities in community development and quality of life in a variety of cultures.

· Explain the concept and forms of taxation and justify the use of taxation to fund public activities and initiatives.

· Evaluate the effects of entrepreneurship on economic stability and quality of living in local and global communities.

· Assess the impact of the global economy on entrepreneurial opportunities.


Curriculum Units

	Unit Number
	Unit Name

	1
	Introduction to Financial Literacy

	2
	Career Planning and Money Management

	3
	Consumer Awareness

	4
	Saving and Investing 

	5
	Managing Personal and Financial Risk

	6
	Civic Financial Responsibility


Suggested Course Pacing
	Unit Number
	Unit Name
	SUGGESTED NUMBER OF CLASSROOM DAYS BASED ON A

	
	
	40 Minute Period

Modified Block
	80 Min Block Schedule



	1
	Introduction to Financial Literacy
	7
	3.5


	2
	Career Planning and Money Management
	15

	7.5

	3
	Consumer Awareness
	15

	7.5


	4
	Saving and Investing
	15

	7.5

	5
	Managing Personal and Financial Risk
	23

	12



	6
	Civic Financial Responsibility
	15

	7.5
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Aligned to the 2009 New Jersey Core Curriculum Content Standards

ENGAGING STUDENTS ( FOSTERING ACHIEVEMENT ( CULTIVATING 21ST CENTURY GLOBAL SKILLS

	Unit 1: Introduction to Financial Literacy

	Content Area:  Financial Literacy – Social Studies/Business

	Target Course/Grade Level:  Financial Literacy/9-12

	Unit Summary:  In this unit, students will explore the reasons that money and a financial system are necessary for a functional society and analyze some basic methods of organizing an economy and financial system.
Primary interdisciplinary connections: Social Studies, Math, Literacy
21st century themes:  Civics, Global Awareness, Social and Cross-Cultural Skills, Thinking and Problem Solving

	Learning Targets

	Standards 9.2 – Personal Financial Literacy

	Content Statements

	CPI#
	Cumulative Progress Indicator (CPI)

	9.2.12.A.7
	Analyze different forms of currency, how currency is used to exchange goods and services, and how it can be transferred from one person’s business to another.

	9.2.12.A.10
	Explain the relationship between government programs and services and taxation.

	9.2.12.F.2
	Summarize the concept and types of taxation used to fund public initiatives.

	9.2.12.F.7
	Explain the concept and forms of taxation and justify the use of taxation to fund public activities and initiatives.

	4.5.12.A.2
	Solve problems that arise in mathematics and in other contexts.

	4.5.12.A.4
	Pose problems of various types and levels of difficulty.

	3.1.12.A.2
	Identify interrelationships between and among ideas and concepts within a text, such as cause-and-effect

	Unit Essential Questions

(What does it mean to be financially literate?  
(Why do we need money and a financial system?
(What are the pros and cons of some different systems of economic organization?
	Unit Enduring Understandings

· Money is necessary to facilitate exchange and economic activity
· Financial Literacy is crucial to a functional life in society and avoiding many possible pitfalls
· We live in a capitalist economy but government intervenes to promote equal opportunity and fair competition

	Unit Learning Targets

Students will…

· identify and explain reasons that money and finance are necessary in society

· analyze real-life situations that demonstrate the need for financial literacy

· participate in marketplace bartering to demonstrate the difficulties of an economic system with no standard currency and the fluctuating value of goods

· evaluate the benefits and dangers of some different systems of financial and economic organization


	Evidence of Learning

	Summative Assessment (1 day) – Use Intro Unit Summative Assessment for Matching, Multiple Choice, and Open-Ended Questions.

Equipment needed/Teacher Resources: Handouts – Handout on Financial Literacy, Table for Bartering Activity, Worksheet for Economic Systems

Financial Literacy Factsheet - http://www.occ.treas.gov/cdd/Fact_sheet_Financial_Literacy.pdf 

Learn about the “Latte Factor” http://finishrich.com/lattefactor/ 

http://www.finishrich.com/free_resources/lattecalculator.php 

Lesson Plan for Activity 2 - http://www.econedlink.org/lessons/index.php?lesson=629&page=teacher
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Aligned to the 2009 New Jersey Core Curriculum Content Standards

ENGAGING STUDENTS ( FOSTERING ACHIEVEMENT ( CULTIVATING 21ST CENTURY GLOBAL SKILLS

	Formative Assessments

	( Situations in need of financial literacy activity

( Bartering/value of goods activity

( Economic systems worksheet/quiz
	(Quizzes
(Projects
(Class discussions

	Lesson Plans

	Lesson
	Timeframe

	Lesson 1

Why do we need financial literacy?
	2 days

	Lesson 2

Why do we need money?
	2 days

	Lesson 3

What are some different systems of economic organization?
	2 days

	Unit Assessment
	1 day

	Teacher Notes:  



	Curriculum Development Resources

Click the links below to access additional resources used to design this unit:

Financial Literacy Factsheet - http://www.occ.treas.gov/cdd/Fact_sheet_Financial_Literacy.pdf 

Learn about the “Latte Factor” http://finishrich.com/lattefactor/ 

http://www.finishrich.com/free_resources/lattecalculator.php 

Lesson Plan for Activity 2 - http://www.econedlink.org/lessons/index.php?lesson=629&page=teacher


Newark Public Schools

Aligned to the 2009 New Jersey Core Curriculum Content Standards

ENGAGING STUDENTS ( FOSTERING ACHIEVEMENT ( CULTIVATING 21ST CENTURY GLOBAL SKILLS

	Unit 2: Career Planning And Money Management

	Content Area: Financial Literacy

	Target Course/Grade Level: 9- 12

	Unit Summary: In this unit students will explore the job market, how it changes over time, and what they can do to prepare themselves emotionally and financially. 

Primary interdisciplinary connections: Language Arts Literacy, Math, Economics, Social Studies, 
21st century themes: Critical thinking, problem solving, taxation, interest calculation, budgeting, family life cycle and career choices. 

	Learning Targets

	Standards: 9.2  All students will develop skills and strategies that promote personal and financial responsibility related to financial planning, savings, investment, and charitable giving in the global economy.  

	Content Statements

	CPI#
	Cumulative Progress Indicator (CPI)

	9.2 12.A. 9
	Demonstrate how exemptions and deductions can reduce taxable income.

	9.2.12.A.10 
	Explain the relationship between government programs and services and taxation

	9.2.12.B.2
	Compare strategies for saving and investing and the factors that influence how much should be saved or invested to meet financial goals.  

	9.2.12.B.10
	Develop a plan that uses the services of various financial institutions to meet personal and family financial goals. 

	9.2.12.B.4
	Analyze how income and spending plans are affected by age, needs, and resources. 

	9.2.12.B.5
	Analyze how changes in taxes, inflation, and personal circumstances can affect a personal budget.

	9.2.12.B.3
	Construct a plan to accumulate emergency “rainy day” funds. 

	9.2.E.4
	The student will prepare and use skills for budget preparation, making predictions about income and expenditures, income tax preparation, and adjusting spending or expectations based on analysis.  

	9.2.12.B.1
	Prioritize financial decisions by systematically considering alternatives and possible consequences.  

	9.2.12.B.8
	Describe and calculate interest and fees that are applied to various forms of spending, debt, and saving. 

	9.2.12.B.6
	Design and utilize a simulated budget to monitor progress of financial plans.

	9.2.12.B.9
	Chart and evaluate the growth of mid- and long-term investments. 

	9.2.12.B.7
	Develop personal financial planning strategies that respond to and use tax deductions and shelters.

	9.2.12.A.5
	Evaluate current advances in technology that apply to selected occupations career cluster.

	9.2.12.A 6
	Analyze and critique various sources of income and available resources (e.g., financial assets, property, and transfer payments) and how they may substitute for earned income.

	9.2 12. A7
	Analyze different forms of currency, how currency is used to exchange good and services, and how it can be transferred from one person’s business to another.

	9.2 12.A.8
	Analyze how personal and cultural values impact spending and other financial decisions.

	9.2 12.A.9
	Demonstrate how exemptions and deductions can reduce taxable income.

	9.2.12.A.10
	Explain the relationship between government programs, services and taxation.

	9.2. 12. A.11
	Explain how compulsory government programs (e.g. Social Security, Medicare) provide insurance against some loss of income and benefits to eligible recipients.

	9.2.12.A.4
	Summarize the financial risk and benefits of entrepreneurship as a career choice.

	9.2.8.D.6
	Relate saving and investing decisions to successful entrepreneurship.

	Unit Essential Question

(Why do you need to budget and manage money?

( Why will skills learned in math and the use of technology to enhance your understanding of money management?

(Why does the currency exchange rate affect the return on an international investment?

(How are your spending and financial decisions effected by advertisements, friends and personal wants? 


	Unit Enduring Understandings

( Many factors must be considered when choosing a career path. Example: needs and wants, goals, debt, taxes, the risk of poor money management, and the lack of not meeting obligations.

(Failure to budget can lead to financial loss, debt and an inability to meet financial obligations.

(Financial institutions provide special savings programs for students that will encourage saving and planning for college

(The use of on-line worksheets and calculators will enable the students to reinforce hands on techniques for understanding how interest rates can impact financial outcomes.   

( Entrepreneurship is the fastest growing form of business despite the risks involved. 

	Unit Learning Targets

Students will…

( Discuss how to choose a career path 

(Identify key factors of budget that align with needs and wants of a family.

(Explore various career choices

( Identify the factors of entrepreneurship that will minimize financial risks

(Apply technology to calculate interest and fees related to savings, debt and investments 

( Explain the pros and cons of an entrepreneur. 
( Identify the effects that age, needs, taxes, and inflation have on   a personal budget

(Discuss how additional education and training after high school enable you to negotiate a higher salary

(Evaluate types of employment ventures and supplement financial investments that can increase your income sources

(Examine the difference between gross pay and net pay and why is it important to know the difference

(Analyze how developing a strong budget and effective survival strategy will minimize some risks when starting a business

(List some other services banks may provide for customers in addition to checking and savings accounts.

( Identify the investment options available for entrepreneurs. 

(Outline additional costs you will incur to attain your career goal after high school

(Compare government programs with profit-making organizations


	Evidence of Learning

	Summative Assessment (4 days)

In groups, create a non-profit agency that you feel is needed our community. Research 501C-3 – Non-Profit Status. This agency will benefit young adults who are continuing their education after high schools and seek mentoring and employment while in college.  Consider advocating for part-time employment in the field of study that each student will choose.  Create a budget;  apply for State funding: solicit donations from corporations and private donors; develop fundraising activities

Day I: Form groups and assign  tasks 

Day II: Research similar agencies; develop a non-profit organization 

Day III: Create a business plan –include fundraising goals, name the agency, purpose/mission statement,  organizational chart and other relevant information 

Day IV: Present your plan with the mission statement; staff introduction and the purpose of your non-profit. Explain how you will meet your operating expenses. 

Equipment needed: Internet access, video camera

Teacher Resources:

A video “Credit and Creditability”
http://www.practicalmoneyskills.com/
http://www.fdic.gov/consumers/consumer/moneysmart/young.html
http://www.calculatorplus.com/
http://www.moneychimp.com/
http://www.money-wise.org/
http://usatodayeducate.com/wordpress/index.php/money-matters-101/
www.newday.comnewsday.com

www.myfirstpaycheck.com/
 www.edd.ca.gov/
www.fedmoney.com
www.springlink.com/index/y1u57056738v8426.pdf
Emergency Fund Calculator
www.Mint.com
Choose to Save offers information on personal finance and wealth
Jump$tart strives to prepare youth for life-long successful financial decision-making.
Compound interest calculator
Articles on various financial topic 

http://www.investopedia.com/
Find out more about corporate tax giveaways
GPO Access: This site has complete information on U.S. federal government expenditures for the fiscal year 2010. 

Tax Tips and Strategies
www.bls.gov/oco/home.htm.

www.hands-on-banking.org.

http://jobview.monster.com
www.careerbuilders.com
www.careerjournal.com
http://studentcenter.ja.org/pages/default.aspx
www.businessweek.com
www.businesslink.gov.ukbdotg/action/layer?topicid 

www.econbrowser.com/archives/2010/current_econmi4._html
www.thetimes100.co.uk/...theory--economic-conditions--362.php
www.wise-ny.org
www.scribd.com>research>internet 
www.jumpstart.org./
www.mysmallbiz.com/teen-business-ideas
www.FranchiseDirect.com
www.businesswire.ca/bews/ca-en/20100714005310/en
www.youngentrepreneur.com/blog/
www.TradeStation.com
www.whichwaytopayusa.com
www.Google.com/ig
www.x-rates.com/
www.USAA.com
www.italladdsup.org/-
www.msnbc.msn.com/id/16381935/
www.newday.comnewsday.com.../

HYPERLINK "http://www.myfirstpaycheck.com/"www.myfirstpaycheck.com/
 www.edd.ca.gov/
www.fedmoney.com
www.springlink.com/index/y1u57056738v8426.pdf
www.govbenefits.gov/
www.GiveSpot.com
www.ssa.gov
www.SocialSecurity-Disability.org.
www.medicare.gov/home.asp
www.nlm.nih.gov/medlineplus/medicare.html
www.211.org
www.state.nj.us/humanservicesd/dmahs/clients/medicaid


Newark Public Schools

Aligned to the 2009 New Jersey Core Curriculum Content Standards

ENGAGING STUDENTS ( FOSTERING ACHIEVEMENT ( CULTIVATING 21ST CENTURY GLOBAL SKILLS

	Formative Assessments

	( Class Discussion

( Carousel brainstorming
( Debates
	( Quizzes
(Projects
(Class discussions

	Lesson Plans

	Lesson
	Timeframe

	Lesson 1

Career Choices
	3 days

	Lesson 2

Budgeting
	5 days

	Lesson 3

Money Management and Technology
	3 days

	Lesson 4

Entrepreneurship
	4 days

	Teacher Notes:
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	Unit 3: Consumer Awareness

	Content Area: Financial Literacy

	Target Course/Grade Level: 9-12

	Unit Summary: In this unit students will learn about credit and about consumer protection laws.
Primary interdisciplinary connections: Language Arts Literacy, Math, Economics, Social Studies

21st Century themes: Fraud, consumer rights, credit scores, contracts, identity theft, bankruptcy, consumer protection laws, business practices, mortgages, deceptive advertising, credit counseling. 

	Learning Targets

	Standards:  9.2  All students will develop skills and strategies that promote personal and financial responsibility related to financial planning, savings, investment, and charitable giving in the global economy.  

	Content Statements

	CPI#
	Cumulative Progress Indicator (CPI)

	9.2.12.E.7
	Relate consumer fraud, including online scams and theft of employee time and goods, to laws that protect consumers.   CPI) 

	9.2.12.E.6
	Apply consumer protection laws to the issues they address

	9.2.12.E.9
	Determine reasons for the increase of identity theft worldwide and evaluate the extent to which victims of identity theft are successful in fully restoring their personal identities.

	9.2.12.A.8
	Determine when credit counseling is necessary and evaluate the resources available to assist consumers who wish to use it.

	9.2.12.E.1
	Analyze and apply multiple sources of financial information when prioritizing financial decisions.  

	9.2.12.E.2
	Determine how objective, accurate, and current financial information affects the prioritization of financial decisions.

	9.2.12.E.4
	Evaluate business practices and their impact on individuals, families, and societies.

	9.2.12.E.5
	Evaluate written and verbal contracts for essential components and for obligations of the lender and borrower

	9.2.12.E.3
	Evaluate how media, bias, purpose, and validity affect the prioritization of consumer decisions and spending

	9.2.12.C.1
	Compare and contrast the financial benefits of different products and services offered by a variety of financial institutions.

	9.2.12.C.6
	Analyze the information contained in a credit report and explain the importance of disputing inaccurate entries.

	9.2.12.C.7
	Explain the rights and responsibilities of buyers and sellers under consumer protection laws, and discuss common unfair or deceptive business practices.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                       

	9.2.12.C.1
	Compare and contrast the financial benefits of different products and services offered by a variety of financial institutions.

	9.2.12.C.4
	Compare and contrast the advantages and disadvantages of various types of mortgages

	9.2.12.C.2
	Compare and contrast the financial benefits of different products and services offered by a variety of financial institutions.

	9.2.12.C.6
	Explain how predictive modeling determines “credit scores”?

	9.2.12.C.3
	Compute and assess the accumulating effect of interest paid over time when using a variety of sources of credit.

	9.2.12. C.8
	Evaluate the implications of personal and corporate bankruptcy for self and others?

	Unit Essential Questions
( How has the problem of identity theft changed through the advancement of technology?
(Is it fair for a potential employer to consider your credit score in determining employment?

( How can a credit score affect you positively and negatively?

(Should the media play a role in consumer spending?


	Unit Enduring Understandings

(Credit is necessary to make large purchases, investments and sometimes to pay for basics, but can carry high risk of endless debt.

(Various business practices can deceive or defraud consumers, so consumer awareness and contractual understanding are necessary to check these risks.

( Employers are using credit reports as a hiring tool for prospective applicants.

( Identity theft can negatively affect the victim’s life style and purchasing power.
(Bankruptcy can have a negative impact on a person’s life for many years.

	Unit Learning Targets

Students will…

(Examine what a credit is
(Understand the importance of a good credit standing as it relates to ongoing purchasing power
(Explore  some of the unique benefits of various credit cards

(Analyze and interpret the information contained in a credit report 

(Examine factors that should be considered in choosing a credit card in order to determine the true cost of credit

(Describe some of the ways you can increase your credit score

(What is the purpose of credit and why is it important to compare different credit cards to make effective and responsible purchasing decisions?    

(Explain how credit counseling can help to avoid bankruptcy
(Demonstrate how to dispute inaccurate entries in a credit report

(Identify the rights and responsibilities of buyers and sellers under consumer protection laws

(Examine steps to safeguard personal information
(Recognize the warning signs of identity theft

(Examine and evaluate the benefits of credit counseling
(Discuss steps to take to safeguard personal information
(Analyze why is debt both beneficial at times and very risky

	Evidence of Learning

	Evidence of Learning

	Summative Assessment (2 days)  

Students will create a 90 second “know your rights” Public Service Announcement (PSA) to inform their peers about consumer credit issues from a list of topics. The PSA should emphasis the point that the listeners financial future may depend upon knowing their credit rights and avoiding bad credit.  Bad credit can lead to paying higher interest rates on consumer loans or even the complete loss of credit.  In addition, other suggestions for presentation format may include: commercials, PowerPoint presentations, pamphlets, brochures and podcast, etc

Activity 3:        Project: Know Your Rights: Creating PSA (Public Service Announcements) Soundbites for Consumers.

Public Service Announcement Rubric

Day I: Choose and research one of the five suggested consumer topics

Day II: Create and present 90-second “Know Your Rights” PSA announcement. See attached rubric 

Equipment needed: Computer with Internet Access, projector, video camera
Teacher Resources:

http://www.cardtrak.com/cards/categories/student.html
http://www.bankrate.com/crt/news/advice/20040419a1.asp
http://www.practicalmoneyskills.com
                    www.annualcreditreport.com
Credit & Debt - Young Money Magazine 

Debt Management- SmartMoney.com 

                    www.handsonbanking.com
                      http://www.protectyouridnow.org/IdentityQuiz.cfm     
                    http://www.protectyouridnow.org/videos_new.cfm
http://www.ftc.gov/bcp/edu/microsites/idtheft/video/avoid-identity-theft-video.html (protect                                      

against identity theft)

                    http://www.njcfe.org/
http://www.extension.org/pages/Credit_Card_Rules_for_Young_Adults
http://www.practicalmoneyskills.com/foreducators/lesson_plans/lev_3/L3Activities8.pdf
http://www.pbs.org/teachers/connect/resources/548/preview/
http://www.federalreserve.gov/creditcard/#
http://www.goodmortgage.com/Calculators/Payment_Table.html
http://www.bankruptcyaction.com/chapter13.htm
http://www.uscourts.gov/FederalCourts/Bankruptcy/BankruptcyBasics/Chapter13.aspx
www.uscourts.gov/bankruptcycourts.html.

www.consumerfed.org
www.nolo.com
www.usdoj.gov/ust
http://www.allbusiness.com/buying-exiting-businesses/exiting-a-business-bankruptcy/2976053-1.html
http://www.thirteen.org/edonline/lessons/fe_finance/index.html 

http://www.privacyrights.org/
http://www.consumersinternational.org/
http://www.cln.org/themes/protection.html
                      Flashcards:  Consumer Powers and Protections
                      www.Federalreserve.gov/pubs/brochure.htm
www.frbsf.org/consumer
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	Formative Assessments

	( Class discussions

( Teacher observation 

( Research Paper
	(Projects

(Quizzes

(Debate

	Lesson Plans

	Lesson
	Timeframe

	Lesson 1

Understanding Credit (vocabulary, interpreting credit card statement and Fico Score)
	5 days

	Lesson 2

Introduction to Consumer Rights
	3 days

	Lesson 3

Identity Theft
	2 days

	Lesson 4

Fraudulent Advertising
	2 days

	Lesson 5

Introduction to Contracts
	3 days

	
	

	Teacher Notes:
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Unit 4: Saving and Investing

	Content Area: Financial Literacy – Social Studies/Business

	Target Course/Grade Level: Financial Literacy/9-12

	Unit Summary – In this unit, students will apply the lessons of calculating interest and evaluate multiple options for saving and investing money over given periods.  Students will learn vocabulary relevant to capital investment and engage in a simulated investment activity.

Primary interdisciplinary connections:  Math, Social Studies, Language Arts/Literacy

21st Century themes: Critical Thinking and Problem Solving, Global awareness

	Learning Targets

	Standards 9.2 – Personal Financial Literacy

	Content Statements

	CPI#
	Cumulative Progress Indicator (CPI)

	9.2.12.D.1
	Summarize how investing builds wealth and assists in meeting long- and short-term financial goals.

	9.2.12.D.2
	Assess factors that influence financial planning.

	9.2.12.D.3
	Justify the use of savings and investment options to meet targeted goals.

	9.2.12.D.4
	Analyze processes and vehicles for buying and selling investments.

	9.2.12.D.5
	Compare the risk, return, and liquidity of various savings and investment alternatives

	9.2.12.D.6
	Explain how government and independent financial services and products are used to achieve personal financial goals.

	9.2.12.D.7
	Relate savings and investment results to achievement of financial goals.

	9.2.12.D.8
	Differentiate among various investment products and savings vehicles and how to use them most effectively

	9.2.12.D.9
	Assess the role of revenue-generating assets as mechanisms for accruing and managing wealth.

	9.2.12.D.12
	Evaluate how taxes affect the rate of return on savings and investments.

	9.2.12.D.13
	Analyze how savings, retirement plans, and other investment options help to shift current income for purposes of tax reporting and filing.

	Unit Essential Questions

· Why should people plan, save, and invest for their future?


	Unit Enduring Understandings

· People can implement a realistic plan to save and invest money to meet long term financial goals
· People need to assess risks and other factors when choosing investment options

· Using budgeting skills and knowledge of compound interest, people can choose from several options to create financial security in the case of job loss, retirement, etc.

· People should assess varying levels of risk and reward when choosing investment options and find a suitable balance for their preferences.



	Unit Learning Targets

Students will…

· Review needs vs. wants and research and identify approximate amounts needed to achieve goals and will create a timeframe in which to meet those goals
· Identify the difference between an asset, equity, and liquidity
· Research the benefits of putting money in accounts with compounding interest and correlate accrued wealth with goal achievement.
· Analyze rates of return, risk, liquidity, and the difficulty of various investment options.
· Compare competing terms for bank accounts and choose the most preferable terms.
· Read about the stock market and engage in a virtual stock exchange and track their progress over time with weekly journal entries.

	Evidence of Learning

	Summative Assessment (5 days)

Option 1 - Use regular short answer Unit Assessment (1 day)

Option 2 - Multimedia Project (3 days) – Have students create a public service announcement video recording designed for either teenagers in general, teens in their community, or members of their community in general without age restriction.  Videos should be between 3-10 minutes in length and reflect the vocabulary and saving/investment ideas discussed and researched in class.  The purpose of the video is to educate the audience about setting financial goals and long-term financial strategies using saving and investment in order to achieve those goals.  See Rubric.  Days 1-2 should be for planning and filming video.  Day 3 should be when students present videos.

Option 3 - Debate Project (3-5 days) – Students could take positions on which investment options are best for short-term and long-term needs.  Short debate rounds with 2 opening statements and 2 rebuttals will be conducted in class to debate the use of different investment strategies.  Sample debate topic “ The use of active aggressive investing in the stock market is the best way to secure long-term wealth”.  One side could be affirmative and defend the use of aggressive investing in the stock market actively(picking your own stocks), while a negative team could argue that more conservative approaches, like investing in bonds or in a mutual fund are safer.  There are endless possibilities for debate topics. See sample instructions/topics for ideas.  Also, see the debate rubric and the writing rubric for guides to student self-assessment.  Days 1-3 should be used to assign and research topics to create arguments.  Days 4-5 should be for in-class debates.

Equipment needed:  Computer access, video camera or videophone, worksheet on investment options
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	Formative Assessments

	· Review of goal identification and calculating interest

· Worksheet on Investment Vocabulary

· Worksheet on interest calculation
	· Handout on banking and investment options

· Debate about best banking terms

· Journal of virtual stock exchange results

	Lesson Plans

	Lesson
	Timeframe

	Lesson 1

Review Goal Identification and Investment Vocabulary
	3 days

	Lesson 2

Compounding Interest
	4 days

	Lesson 3

Banking and Investment Options
	4 days

	Lesson 4

The Stock Market
	4 days

	
	

	Teacher Notes:



	Curriculum Development Resources

Click the links below to access additional resources used to design this unit:

US Securities and Exchange Commissions Guide to Saving and Investing - http://www.sec.gov/investor/pubs/roadmap.htm 

Mapping Your Future – provides many resources like budget calculators – very useful for planning costs of college - http://www.mappingyourfuture.org/Money/ 

Comprehensive Guide to Finance with Financial Simulator Games – www.everfi.net  (requires NPS account username and password information)

Compound interest calculator - http://www.moneychimp.com/calculator/compound_interest_calculator.htm
Motley Fool’s 13 Step Guide to Basic Investing - http://www.fool.com/how-to-invest/thirteen-steps/index.aspx?source=ifltnvsnv0000001
Motley Fool’s Guide to Investment Basics – How to invest, different types of accounts/brokers - http://www.fool.com/investing/basics/index.aspx?source=ifltnvpnv0000001 

Virtual Stock Exchange Game – try investing with fake money in real stocks and see what your portfolio will be worth - http://www.howthemarketworks.com/trading/index.php 

Stock Market Game (requires registration) – www.stockmarketgame.org
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	Unit 5: Managing Personal And Financial Risk

	Content Area: Financial Literacy

	Target Course/Grade Level: 9-12

	Unit Summary: In this unit students learn about the various forms of insurance and the possible financial risks. 

Primary interdisciplinary connections: Language Arts Literacy, Math, Economics, Social Studies,
21st century themes: Insurance, property and liability insurance, home owners insurance, renters insurance, disability, motor vehicle insurance, health insurance options, social security, Medicare, and Medicaid. 

	Learning Targets

	Standards: 9.2  All students will develop skills and strategies that promote personal and financial responsibility related to financial planning, savings, investment, and charitable giving in the global economy.  

	Content Statements

	CPI#
	Cumulative Progress Indicator (CPI)

	9.2.12.G.1
	Analyze risks and benefits in various financial situations.

	9.2.12.G.2
	Differentiate between property and liability insurance protection.



	9.2.12.G.3
	Compare the cost of various types of insurance (e.g., life, homeowners, motor vehicle, etc.) for the same product or service, given different liability limits and risk factors.

	9.2.12.G.4
	Evaluate individual and family needs for insurance protection using opportunity-cost analysis.

	9.2.12.G.5
	Compare insurance policy coverage limits and related premiums and deductibles to minimize costs.

	9.2.12.G.6
	Differentiate the costs and benefits of renters and homeowner’s insurance.

	9.2.12.G.7
	Compare sources of health and disability coverage, including employee benefit plans, with options in another country.

	9.2.12.G.8
	Compare and contrast options for long-term healthcare insurance for home care and external care.

	9.2.12.G.9
	Explain how to self-insure and how to determine when self-insurance is appropriate.

	9.2.12.G.10
	Determine when and why it may be appropriate for the government to provide insurance coverage, rather than private industry.

	
	

	Unit Essential Questions

(Is insurance necessary?

(How should consumers evaluate insurance options?

( Can an individual consumer be better prepared for times of recession?

(Is it fair that age plays a role in premium rates?

(What types of insurance can protect an individual from risks that would cost them personal financial loss.

(What is the importance of social security and retirement planning? 


	Unit Enduring Understandings

(Insurance is a system of protection to hedge against various risks and provides stability in case of unforeseen circumstances.
(Many different insurance options exist and consumers should evaluate circumstances to predict the value of various insurance options.
(The importance of reading, analyzing, and comparing insurance coverage and premiums to select the most beneficial insurance
(The advantages of long-term care insurance and who needs it


	Unit Learning Targets

Students will…

( Identify types of risk and risk management methods. 

(Explain how an insurance program can help manage risk.

(Describe the importance of property and liability insurance. 

(Indentify the types of insurance coverage and policies available to homeowners and renters.

(Analyze the factors that influence the amount of coverage and cost of home insurance.

(Identify important types of motor vehicle insurance coverage.

(Explain factors that affect the cost of motor vehicle insurance.
(Explain the importance of health insurance in financial planning. 

(Analyze costs and benefits of various types of health insurance.
(Explain the importance of disability insurance in financial planning.

(Describe various types of life insurance coverage.

(Identify the key provisions in a life insurance policy.

( Evaluate steps to take to reduce my homeowner’s insurance costs
(Describe the types of insurances provided for renters, and for homeowners and compare the financial difference and benefits.  

(Explain the differences between Medicare and Medicaid.
(List 3 examples of why Social Security would provide insurance and benefits for recipients other than retirees.
(Identify other sources of retirement income and disability income.

	Evidence of Learning

	Summative Assessment (4 days)

 Students will research property and liability insurance with regards to damages caused by perils and human error and how it impacts insurance coverage.  Create a graphic chart, listing specific disasters in the United States and the type of insurance protection available for homeowners.

Day I:  Student view video on property and liability protection at http://www.videojug.com/interview/homeowners-insurance  Prepare a video response sheet for discussion. 

Day II:  Divide the class into 5 groups and assign one of the following disasters to each group: floods, earthquakes, tornadoes and wildfires. Each group should (a) research which states/areas in the US are most susceptible to the disaster (b) find out what aid Federal Emergency Management Agency ( FEMA) will provide (c) find out what a typical homeowners insurance would cover

Day III: If you were the mayor in one of the New Jersey flood zone areas, what would you do to resolve the situation for the homeowners 

Day 1V: Group presentation

Equipment needed: Internet access, TV/DVD, notebook, pencils/pen, projector, camcorder(optional)

Teacher Resources:

http://www.pbs.org/teachers/access-analyze-act-economy/
www.practicalmoneyskills.com
http://www.financialsoccer.com/index.php
http://www.foolproofteacher.com
http://www.insuranceagents.com/home-insurance-claims.html
www.onlineautoinsurance.com/teenagers/
http://www.moneyskill.org/about.cfm
www.insure.com/araticles/homeinsurance/renters.html
www.carepathways.com/
www.medterms.com/script/main/art.asp?articlekey+24859
www.finweb.com/insurance/personal-liability-insurance-101.html
www.medicare.gov
www.medicaid.gov
www.bcbss.org
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	Formative Assessments

	( Class discussions

( Teacher observation 

( Research Paper
	(Projects

(Quizzes

(

	Lesson Plans

	Lesson
	Timeframe

	Lesson 1

Purpose of Insurance
	1day

	Lesson 2

Financial Risks
	3 days

	Lesson 3

Insurance Protection(Property, liability, H/Owner’s/M/Vehicle/Renter’s
	10 days

	Lesson 4

Cost of Insurance
	3 days

	Lesson 5

Health and Disability Insurance
	5 days

	Teacher Notes:
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	Unit 6: Civic Financial Responsibility

	Content Area: Financial Literacy – Social Studies/Business

	Target Course/Grade Level: Financial Literacy/9-12

	Unit Summary:  In this unit, students will explore the implications of individual and societal attitudes and behaviors on global social issues and explore ways in which individuals and societies can use financial citizenship to facilitate solutions to global problems like poverty and environmental degradation.

Primary interdisciplinary connections: Social Studies, Civics, US Government and History

21st century themes:  Global awareness, Civics, Social and Cross-Cultural Skills, Critical Thinking and Problem Solving

	Learning Targets

	Standards 9.2 Personal Financial Literacy

	Content Statements

	CPI#
	Cumulative Progress Indicator (CPI)

	9.2.12.F.1
	Demonstrate an understanding of the interrelationships among attitudes, assumptions, and patterns of behavior regarding money, saving, investing, and work across cultures.

	9.2.12.F.3
	Assess the impact of emerging global economic events on financial planning.

	9.2.12.F.9
	Assess the impact of the global economy on entrepreneurial opportunities.

	9.2.12.F.4
	Analyze how citizen decisions and actions can influence the use of economic resources to achieve societal goals and provide individual services.

	9.2.12.F.8
	Evaluate the effects of entrepreneurship on economic stability and quality of living in local and global communities.

	9.2.12.F.2
	Summarize the concept and types of taxation used to fund public initiatives.

	9.2.12.F.7
	Explain the concept and forms of taxation and justify the use of taxation to fund public activities and initiatives.

	9.2.12.F.6
	Compare and contrast the role of philanthropy, volunteer service, and charities in community development and quality of life in a variety of cultures.

	9.2.12.F.7
	Explain the concept and forms of taxation and justify the use of taxation to fund public activities and initiatives.

	Unit Essential Questions

· How do individual financial attitudes and decisions affect the local, national and global communities?

· Why should individuals and institutions promote good citizenship and responsibility to larger communities?

· Should societies try to solve poverty and if so, how? 

	Unit Enduring Understandings

· Individual attitudes and actions have global implications.

· An ethic of responsibility to others is essential to making communities functional, safe, and democratic.

· Differing approaches are utilized to combat poverty (philanthropy, charity, government programs) and have comparative costs and benefits/advantages and disadvantages.

	Unit Learning Targets

Students will…

· Determine case studies in financial ethics to demonstrate the importance of ethical and civic considerations in economics.  Students will use ethical decisions to test the rightness and wrongness of certain actions and decisions
· Brainstorm global issues and create graphic organizers to connect global issues to life in their community
· Analyze the impacts of the growth of capitalism and entrepreneurship on a global scale
· Analyze historical evidence to determine the efficacy of government programs at combating societal ills
· Research charities dealing with issues they care about to interpret charity ratings and select the best places to donate for particular causes
· Research and debate the claim that the use of government programs cripple charitable giving and prevents non-profits from tackling issues, which they do better than government programs


	Evidence of Learning

	Summative Assessment (5 days) – 

Option 1 – Traditional Summative Assessment with Matching, Multiple Choice (1 day)

Option 2 – Government vs. Charity Debate (4-5 days)

· Day 1-2 – students will be assigned a topic and side (affirmative vs. negative) and read assigned articles to formulate arguments about debate topic

· Day3-5 – students will debate issues related to individual vs. government responsibility for solving poverty and various social problems

· Students should be assessed according to debate rubric and according to how their prepared arguments reflect an understanding of methods of addressing social issues through charity and government

Equipment needed:  Internet access (if available)

Teacher Resources: Articles on charity crowd-out, New Deal effectiveness, timer to keep speech time
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	Formative Assessments

	· Financial Ethics 101 Activity
· Activity 2 -The importance of attitude/How the world affects us all
· Activity 3 - Creative Capitalism
	· Activity 4 - Government Programs – how effective have they been?
· Activity 5 – Charity Research


	Lesson Plans

	Lesson
	Timeframe

	Lesson 1

Financial Ethics 101
	2 days

	Lesson 2

Global Interconnectedness – act locally, think globally
	2 days

	Lesson 3

Creative Capitalism – entrepreneurship benefits?
	2 days 

	Lesson 4

Analyzing the Historical Effectiveness of Government Social Programs
	3 days

	Lesson  5

Charity Research
	3 days

	Lesson 6
Government vs. Charity Debate
	3 days

	Teacher Notes:



	Curriculum Development Resources

Click the links below to access additional resources used to design this unit:

Additional resources for Some sources on Corporate Ethical Violations

http://www.globalexchange.org/getInvolved/corporateHRviolators.html 

http://www.corporatepolicy.org/issues/crime.htm
http://www.whistleblower.org/
Quotes on caring for others debate - http://www.guardian.co.uk/notesandqueries/query/0,,-7193,00.html
Great website for government programs - http://www.sharedprosperity.org/bp208.html 

Government Budget in real time - http://usdebtclock.org/ 

A welfare success story - http://www.nytimes.com/1998/03/08/books/a-welfare-success-story.html 

Has welfare reform worked? - http://www.aphsa.org/publications/Doc/PP/0603ART1.pdf
Charity Rating Websites

www.charitywatch.org
www.charitynavigator.org
www.guidestar.org/charity-ratings
www.chairtyguide.org
For businesses and charities

www.bbb.org (Better Business Bureau)

The think tank that defends charities over taxation and government programs – http://www.heritage.org
Long, Academic Article on Charity Crowd-Out  http://research.stlouisfed.org/wp/2007/2007-012.pdf
Think tank that defends government programs - http://www.sharedprosperity.org/


Index of Activities

I. Unit 1 - Introduction Unit

a. Activity 1 – What is Financial Literacy?

b. Activity 2 – Why do we need money?

c. Activity 3 – Basic Economic Systems
d. Supplemental Resources
II. Unit 2 – Career Planning and Money Management

a. Activity 1  – Choosing a Career/Salary Guide

b. Activity 2 – Goal Setting

c. Activity 3 – Budgeting Activities

d. Teacher Guide and Supplemental Materials on Budgeting
e. Activity 4 – Computer-Based Money Management
f. Activity 5 – Supplemental Income Options
g. Activity 6 – Rents and Currency Exchange
h. Activity 7 – Pay Stub Analysis
i. Activity 8 – Taxation and Benefits
j. Activity 9 – Collective Bargaining
k. Activity 10 – Business Planning (in 2 parts)

III. Unit 3 – Consumer Awareness

a. Activity 1 – What is credit?

b. Activity 2 – Credit Report Analysis

c. Activity 3 – Rights of Consumers
d. Activity 4 – Cost of Credit

e. Activity 5 – Personal Bankruptcy
f. Activity 6 – Corporate Bankruptcy

g. Activity 7 – Consumer Protection/Identity Theft
h. Activity 8 – Credit Advice

i. Activity 9 – Contract Law

j. Activity 10 – Advertising

IV. Unit 4 – Saving and Investing

a. Activity 1 – What is an asset?

b. Activity 2 – Compounding Interest

c. Investing and Interest – Supplemental Activities
d. Activity 3 – Investment Options

e. Activity 4 – Bank Accounts

f. Activity 5 – Virtual Stock Market

V. Unit 5 – Managing Personal and Financial Risk

a. Activity 1 – Property Damage

b. Activity 2 – Safety Measures and the Cost of Insurance

c. Activity 3 – Insurance Research

d. Activity 4 – Compare Car Insurance Companies

e. Activity 5 – Renter’s and Homeowner’s Insurance

f. Activity 6 – Health Insurance in other countries

g. Activity 7 – Nursing Home research

h. Activity 8 – Potential Losses

i. Activity 9 – Medicare and Medicaid

VI. Unit 6 – Civic Financial Responsibility

a. Activity 1 – Financial Ethics 101

b. Activity 2 – Importance of Attitude

c. Activity 3 – Global Entrepreneurship

d. Activity 4 – Government Programs to Solve Poverty

e. Activity 5 – Charity Research

f. Activity 6 – Government vs. Charity Debate

g. Supplemental Reading – Why Athletes Go Broke
INTRODUCTION UNIT
Back to Index
Activity-Name-1
Applies to Standards: 

9.2 Personal Financial Literacy
Brief Description:
What is financial literacy?

This activity should be used to introduce the concept of financial literacy to the class and stress its importance in everyday life.  It will require looking at some sample situations and what a financially literate person would do in a situation as opposed to a financially illiterate person and which would be preferable.

How to Teach It:

1. Introduce the concept of financial literacy by asking students how financially literate they think they are.  Discuss answers.

2. Use the included worksheet to determine situations in which financial literacy is important and can drastically change lives over the course of time.

3. Ask students what they learned about how to manage their money from this exercise.  Discuss possible benefits of a course like this for individual students and families.

Back to Index
What is Financial Literacy? – Worksheet

Situation 1 – Making Change

· Person 1 and Person 2 both order a drink from a concession stand that costs $1.35.  They both pay with a $5 bill.  The cashier returns change of $2.00 in one-dollar bills.

· Person 1 leaves the concession without questioning anything.

· Person 2 asks for a receipt and demands the correct change.

· Which Person demonstrates Financial Literacy and how?

· If the concession stand repeated the same process 20 times, how much more money would they make off of Person 1 than off of Person 2?

Situation 2 – Reading a Cell-phone Contract

· Person 1 and Person 2 both enter a 2-year cell-phone contract for an advertised rate of $40 per month.

· Person 1 reads the agreement and realizes that there are additional taxes and fees above the $40, and that the monthly charge only covers 100 anytime minutes with nights and weekends free, and only covers 100 text messages per month.  Person 1 is careful not to go above their covered usage and budgets (saves enough money) to pay for the taxes and fees on top of the $40.

· Person 2 does not read the agreement and uses the phone without consideration of the allowed usage.  Person 2 only budgets $40 for their monthly bill.  Person 2 gets a bill that is way more than he/she can afford and gets their phone service terminated after only 2 months.

· Which Person demonstrates Financial Literacy and how?

· If taxes and fees total $15, and Person 2 goes over their minutes by 200 minutes at $0.35 per minute, and goes over their allowed text messages by 50 texts at $0.45 each, how much would their monthly bill be?

· If a person cannot pay their bill, what might happen to their ability to borrow money or open accounts in the future?

Situation 3 – Saving vs. Spending Money

· Person 1 and Person 2 each receive a weekly allowance of $20 every Sunday morning.

· Person 1 buys 2 sodas and 2 bags of chips/candy per day, totaling $5 per day.  They run out of money by Thursday morning.

· Person 2 is careful to only use $10 per week for purchasing and puts the rest in a savings account.

· Which Person demonstrates Financial Literacy and how?

· If you were to save $10 per week, how much would you have after 1 year (52 weeks), not including interest earned?  5 years?  20 years?  How much would you have if you added 0.05% interest per year on your savings (**Remember – interest compounds, so be sure to add 0.05% to each year’s savings)?

Activity-Why do we need money?-2
Applies to Standards: 

9.2 Personal Financial Literacy
Brief Description:
This activity has students engage in a mock marketplace in an attempt to barter random items they may have that they are willing to get rid of in exchange for goods they want.  This should illustrate the difficulties and inefficiencies of a barter system and how the value of goods can vary tremendously from person to person or location to location.

How to Teach It:

1. Introduce the topic by asking students why we need money to begin with.  Share student responses.

2. Have students engage in the activity as seen on http://www.econedlink.org/lessons/index.php?lesson=629&page=teacher (or below).  Students should create a list of items they would be willing to exchange and items they want, and then try to make the trades happen with classmates during a 15-20 minute marketplace session.

3. After the marketplace session, teacher should lead a sharing session of what inefficiencies and difficulties the students had making their trades happen.

4. Teacher should then review the history described in the above website concerning the use of salt and other materials as a form of currency, but as a diversity of goods developed, the ability to barter became more difficult.  Thus, systems of currency developed to enable stability and predictability in the marketplace by creating a medium of value.

5. Students could also discuss what happens to the value of money if currency is counterfeited, or if the treasury/government just prints more and more money - if there is too much currency in everyone’s pockets, how does that change the value of money (e.g. – if every student carried around $5000 in their pocket at all times, could you charge more at a bake sale than $1 for an item?  If a currency was hugely abundant, why would it be less valuable - inflation)?

6. Short assessment – examples of possible writing prompts – “How does money make exchange of goods and services easier?  Why does bartering for goods become difficult as more products exist in a market?  How is money used as a medium of value?”

7. Alternative assessment ideas – students could act out an exchange in front of class in which they tried to exchange some goods on their list for goods on someone else’s list and then act out the same exchange when only asking for a monetary price.  Students could say which is easier and why.  Or, students could illustrate the same two scenarios (bartering vs. using monetary value for exchange) in a short cartoon strip.

Back to Index
Why Do We Need Money

Student Worksheet

	Name:
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Why Do We Need Money

Student Worksheet
	Name:
	
	Date:
	


	Items I Want to Sell
	Why I Want to Sell These Items
	Items I Want to Buy
	Why I Want to Buy These Items

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


Activity-Basic Economic Systems-3
Applies to Standards: 

9.2 Financial Literacy
Brief Description:
What are some basic systems of economic distribution?  What are some pros and cons of the system we use in America?  The following activity should be used to introduce some very basic concepts of economic distribution on a micro and macro level and analyze some advantages and disadvantages of each.

How to Teach It:

1. Introduction to economics – why can’t everyone have everything they want?  Introduce the concept of scarcity – there are not enough resources to provide everyone with luxury.  This is why we need economic systems – to ensure distribution of resources according to certain principles.

2. Brief discussion question – What principles do we value in America?  Discussion could range greatly.

3. Ask students to complete the worksheet.  Discuss which they would want to live in and why.  Then discuss which most closely resembles America in their minds.

4. Teacher-Centered Lesson: Share the interpretations of the worksheet provided.  Emphasize that the traditional interpretation of American economics centers on individualism, creativity and ingenuity, and the freedom to pursue your goals without the coercion of a collective force.  We have also, however, many social safety nets to provide for the less fortunate.  All of these ideas and institutions are greatly debated in American politics, and part of the students’ civic identity will revolve around their interpretation of these key concepts.

5. Assessment – use the closing assessment from the assessment file to determine whether or not students have a grasp on the basic vocabulary

Intro Unit – Supplemental Resources
Financial Literacy Factsheet - http://www.occ.treas.gov/cdd/Fact_sheet_Financial_Literacy.pdf 

Learn about the “Latte Factor”

http://finishrich.com/lattefactor/ 

http://www.finishrich.com/free_resources/lattecalculator.php 

Lesson Plan for Activity 2 - http://www.econedlink.org/lessons/index.php?lesson=629&page=teacher
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Basic Economic Systems Worksheet

Instructions:

1. Imagine the following:  you have nothing and need a place to live.  All you have to offer is your labor – you will work in whatever capacity to make sure you have food, clothing, and shelter at the very least.  You have a choice of living in 3 different communities.  

Community 1 – In this community, you will work as much as needed for the common good, but will not be paid.  Your food, clothing, and shelter will be provided for free, as long as the community can produce enough for everyone to share.  If production is high, you may be able to have more free time to yourself, but if production is low, you may need to work a lot to make sure everyone has their basic needs.  You will have no private property and if you try to go against the community system, you may be punished, kicked out, or worse.  If you are unable to work, you hope that the community will take care of you and not treat you as disposable, but there is little you can do to guarantee that protection.

Community 2 – In this community, you can offer your work up for whatever wage you want for however many hours you want.  Whether or not you make enough to provide for yourself will be determined by the market (do people need/want your services enough to pay you what you are asking?).  If others are offering the same work, you may have to be creative and innovative in your work in order to compete and maintain a share of the market.  You could possibly make way more than you need, enabling you to live in luxury.  Alternatively, if the market does not demand what you are supplying, you could end up in poverty, relying on others’ charity.  You might have to work for others if they desire your labor, and possibly have less freedom and luxury afforded to you.

Community 3 – In this community, you can still offer your work to a market and be afforded many of the same freedoms as in Community 2, but your wages will be taxed heavily by a community government.  In exchange, the community will provide certain services to ensure that most people at least have some safety net if they fall into poverty, get sick, or get too old to work.  While monetary options may be more limited for you, you may be protected by some social services in case you run into some bad times.

What are some pros and cons of each community system?  Which community would you want to live in and why?  

Basic Economic Systems Worksheet – Teacher’s Guide to Using this Activity

Community 1 most closely resembles historical and current examples of communism.  A communist society promotes equality of people with no economic classes, with all being equal and having control over the means of production.  This system involves no protections of private property.  Labor is done for the collective and goods/services are distributed by the controlling party of the collective.  Theoretically, communism in its most basic sense is supposed to involve sharing – all people share in ownership of all property.  These communist principles commonly exist on many micro levels (e.g. many families require work for the family and have to share with each other), and even businesses can be organized under communist ideals (from each according to ability, to each according to need).  Communism as a mass economic system, however, has historically been seen as dangerous by most Americans.  Communist revolutions in China and Russia in the 20th century were coupled with much bloodshed and oppression.  America fought several conflicts in the 2nd half of the 20th century to prevent the spread of communism and protect the interests of American businesses against the collective movements to control and distribute resources.   Some American politicians even put many government workers, celebrities, and others on trial for suspicion of being communist sympathizers during the late 1940s-1950s (McCarhtyism).  Some countries that are still communist by name are North Korea, Cuba, and China.

Community 2 most closely resembles a pure free market economy, or capitalism.  Under a capitalist system, there is private ownership of capital, property, and the means of production.  People are free to offer their goods and services to a marketplace in order to make a profit (or surplus revenue).  Income, investments, and distribution of wealth are determined by the free market – the wants and needs of potential consumers and the ability of producers to meet those demands in the most efficient and profitable ways.  Theoretically, capitalism will reward those who are talented, hard-working, creative, and shrewd enough to adapt to marketplace conditions.  While this system offers tremendous potential for economic growth, innovative business practices and products, and the freedom to shape economic activity to your own desires, there is a great potential in capitalist societies for inequality.  Ensuring that there is enough equitable distribution of resources while maintaining economic growth in order to keep society stable has been a major challenge for governments in capitalist countries.
Community 3 most closely resembles a mixed economy.  When capitalist countries provide certain goods and services through the state instead of through private business, it can also be considered a form of socialism, as those services paid for by tax dollars have been “socialized”.  Many governments, including the United States, have seen the importance at times in history to raise taxes in order to provide certain goods and services (like health care, pensions for retirees, benefits to those who are unemployed) as a social safety net to those who cannot afford them.  While these services can be very good for the less fortunate, the business and financial industries often frown upon these government programs as restricting economic opportunity, and costing too much in taxes to those who do have in society.  Many countries with socialized programs have run up major debts in recent years trying to pay for the social safety nets of an increasing population, and have often been reluctant to raise taxes because of the general hostility toward paying high taxes.

Closing Assessment on Basic Economic Systems

Section 1: Match the following economic system to its characteristic:

A. Communism

B. Capitalism/Free Market

C. Mixed Economy/Socialism

____  1. This system has private ownership over all means of production

____  2. This system has some private ownership, but some industries are run by the government

____  3.  This system often has problems with inequality, as some can become very wealthy but others can become impoverished.

____  4.  This system pursues total equality without any economic classes.

____  5.  This system pursues individual freedom to produce and consume according to market forces.

Section 2:  Short Answer

Which system do you think we have in America?  Is it a good system for distributing resources?  Why or why not?  

UNIT 2 – CAREER PLANNING AND MONEY MANAGEMENT

Back to Index
Personal Financial Goals – Income and Careers – Activity 1
Applies to Standard:  9.2

9.2 Personal Financial Literacy: All students will develop skills and strategies that promote personal and financial responsibility related to financial planning savings, investment, and charitable giving in the global economy.

Brief Description: Careers and Personal Earning Goals.  


Students will choose a career listed on the Activity Sheet 1.  It will indicate the job title and salary.  Complete the questions on the Activity sheets carefully, considering your salary and household budget. 


The class will discuss the questionnaire and the choices that have been selected based on the salary income that each student has selected.

How to Teach It:

1. Discuss the careers listed on the worksheet and determine how salaries can be increased during employment. 

2. Document educational goals you will set to increase your salary range

3. Discuss wants and needs in terms of spending and personal entertainment interests

4. Indicate on the worksheets your lifestyle choices

5. Class will share and exchange reasons for their lifestyle choices.  

Example:
Salary Chart

	Career
	Starting Salary
	Salary with Experience/Education

	Office Assistant
	$30,177.00
	$42,630.00 


Back to Index
Life Style Choices – Activity A1 and A2,  PAGE 1

CAREER AND SALARY CHART

	Your Career
	Average Annual Gross Salary
	Average Monthly Gross Salary
	Average Monthly Net Salary (After Taxes)

	Accountant
	42,905-56,862
	3,575-4,738
	2,695-3,396

	Architect
	49,062-74,506
	4,088-6,208
	3,004-4,261

	Business Systems Administrator
	47,363-74,769
	3,946-6,230
	2,919-4,274

	Business Analyst/Finance
	51,670-72,614
	4,305-6,051
	3,135-4,171

	Chemical Engineer
	61,977-86,742
	5,248-7,228
	3,703-4,836

	Certified Public Accountant
	53,911-82,034
	4,492-6,836
	3,248-4,615

	Computer Programmer
	41,100-65,731
	3,425-5,477
	2,604-3,841

	Environmental Scientist
	44,008,62,475
	3,667-5,206
	2,750-3,677

	Financial Analyst
	46,587-62,335
	3,882-5,194
	2,880-3,670

	Graphic Designer
	32,569-61,503
	2,714-5,125
	2,129-3,629

	Human Resource Administrator
	36,562-52,403
	3,046-4,366
	2,370-3,172

	Lawyer
	62,643-103,991
	5,220-8,665
	3,686-5,646

	Mathematician
	50,929-89,024
	4,244-7,418
	3,098-4,943

	Photographer
	19,346-30,011
	1,612-2,500
	1,309-1,970

	Physician
	96,281-151,496 
	8,023—12,624
	5,284-7,876

	Psychologist
	58,571-91,561
	4,880-7,630
	3,481-5,062

	Registered Nurse
	50,705-63,299
	4,225-5,274
	3,087-3,719

	Social Worker
	33,835-47,179
	2,819-3,931
	2,207-2,910

	Teacher 
	43,998-59,022
	3,666-4,918
	2,750—3,504

	Veterinarian
	70,054-99,747
	5,837-8,312
	4,049-5,447


Life Style Choices – Activity A1 and A2, page 2 – Place a check mark by your chosen answer.

Savings and Investments

How much do you plan to save or invest each month?  (Savings accounts, investments such as stocks, bonds, 401K) 

Very Little – 5% per month






(   )

Moderate Amount – 10% per month





(   )

As much as possible – 15% per month




(  )

Charitable Giving:

How much do you plan to share with others?




(   )

Modestly – 5% per month






(   )

Moderately – 10% per month






(   )


Give generously – 15% per month





(   )

Housing

Will you own your home, rent an apartment or live home with parents?

Own a Home








(   )

Rent in New Jersey, New York, another State



(   )

Rent in the suburbs







(   )

Live with parents 







(   )

Entertainment:

How much spending on entertainment do you plan?



(   )

Little (Rent videos, go to free concerts, sports)



(   )


Some (Go to movies, meet friends to eat, free concerts)


(   )

A lot (attend major concerts, bowling, dances, amusement parks

(   )

Life Style Choices, Activity A1 and A2, page 3

Food:

How are planning on eating?






(   )

Cook and eat cheaply at home, rarely eat out




(   )

Cook but buy steaks and other meats and buy fast food


(   )

Eat out at least four times a week and buy coffee and donuts daily               (   )

Utilities:

This includes electricity, heat and water and will depend on where you live

I own a house








(   )

I rent (most utilities are included in rent)




(   )

Live with parents, grandparents, relatives 




(   )

Clothing:

I will shop at:

Thrift Shops, Target, Wal-Mart





(   )

Malls, Department Stores






(   )

Boutiques and buy designer clothes





(   )

Transportation:

What kind of car will you drive?





(   )

Used Care (Honda Civic – (great mileage!)




(   )

A pre-owned Luxury Car (BMW)





(   )

A New BMW








(   )

A New Volkswagen







(   )

A Trendy Hybrid







(   )

Public Transportation







(   )

Life Style Choices, Activity A1 and A2, page 4

Car Maintenance:

How many miles will you drive each year?




(   )

10,000 miles (30 minutes to work and short weekend trips


(   )

24,000 miles (60 minutes to work and long weekend trips


(   )

Public transportation







(   )

Home Furnishing:

Buy all new furniture and household items



            (   )




Buy used furniture







(   )

Ask friends and relatives for household items 



(   )


Technology:

Cellular Phone

Basic Plan/Free Phone






(   )

Premium Plan/Free Phone






(   )

Premium Plan/iPhone







(   )

Digital Cable TV

Basic Service








(   )

Premium Service (HBO/Showtime)





(   )

Internet

Cable/DSL








(   )

Cable/DSL and Wireless Phone





(   )

· Life Style Choices, A1 and A2- Living Expenses Class Discussion – After Assignment - Hand Out 

Living Expenses

Savings and Investments

Very Little







5% per month

Moderate







10% a month

As Much as Possible






15% per month

Charitable Organizations

Modestly







5%

Moderately







10%

Generously







15%

Housing:

Homeowner







$1,746

Apartment (city)






$945

Apartment (suburbs)






$485

Live with parents






$0


Entertainment:

Little








$100

Some








$162

A lot








$376

Activity A1 and A2

Food:

Cooks and eats at home





$269

Cooks but buys expensive items

 


$378

Eats out







$547

Utilities

Own a home – pay all utilities




$335

Pay Only Electricity






$65

Live with parents, relatives





$0

Clothing:

Thrift shop/Wal-Mart 






$95

Mall/Department Stores





$120

Boutiques 







$270

Transportation

Used Honda Civic






$270

Pre-Owned BMW






$660

New Jetta







$405

New Trendy Hybrid






$678


New BMW (5 Series)






$1,275 


Public Transportation






$80

Activity A1 and A2

Car Maintenance: 

Average Mileage Driver





$370

Heavy Mileage Driver






$890

Public transportation






$0

Home Furnishings:








Buy all new







$81

Used Furniture






$16

Get food from parent’s home





$0

Technology:

Cellular Phone

Basic Plan 







$60

Premium Plan







$200

Premium Plan/iPhone






$400

Digital Cable TV

Basic Service







$45

Premium Service






$75

Internet Service

Cable/DSL







$56

Cable/DSL and Wireless





$96

Supplemental Resources: Occupational Outlook Handbook-

www.bls.gov/oco/home.htm.

www.handsonbanking.org 
http://jobview.monster.com
Activity-Unit 1 #2 – Setting Goals
Applies to Standards: 
Standard 9.2 – Personal Financial Literacy

All students will develop skills and strategies that promote personal and financial responsibility related to financial planning, savings, investment, and charitable giving in the global economy.

Brief Description:
Goal-Setting Worksheet – students will use this activity to distinguish between needs and wants, assess the impact of mentality and outlook on achievement of goals, and will complete a chart outlining some basic personal short-term and long-term goals.

How to Teach It:

1. Introduce the topic by asking students to think about their futures.  Review some concepts introduced in the Careers unit already covered.  A “Do-Now’ activity might entail having students write down three things they want to accomplish in the next 10 years.
2. Introduce the worksheet by saying that this activity is intended to support and assist them in developing their goals, both personally and financially.  This worksheet should be something that can make a students’ life qualitatively better if used properly.

3. Have students complete Part 1 of the attached Worksheet.  

4. Have a session where students can discuss their answers with peers if they so choose.  Have a short period where the entire class could share responses or discuss Part 1.

5. Use the Guided Learning Supplement for the worksheet to review Part 1 and what psychologists have said about happiness, outlook, and their interaction with goals.

6. Have students complete Part 2 and repeat steps 4 and 5 with Part 2.  Repeat the same procedure for Part 3 of the worksheet.

7. Closure scheme – ask students how the worksheet could help them achieve their goals.  Some possible exit ticket writing prompts:

a. Why is it important to try to stay positive in your thinking?

b. What is the difference between a want and a need?

c. What is opportunity cost?  What is an example in my life where I could have spent my time, energy, or money on something more valuable than what I actually spent it on?

Back to Index
Goal Identification Worksheet 

“A goal without a plan is just a wish” - Antoine de Saint-Exupery, French writer (1900 - 1944) 

Goal setting is an important part of personal and financial development.  It involves thinking about your future, identifying needs and wants, and strategizing how to achieve them.  Look at some crucial questions below to start envisioning your future and creating a plan to achieve your vision.

Part 1 – Your Outlook – The Foundation

What would it take for you to live a comfortable and happy life?  Write your thoughts.

Part 2 – Your Basic Needs

What are the necessities for you in order to live a stable and functioning life you can feel good about?  Remember – needs are crucial for survival and being able to function in life.  Be honest with yourself about what you really need vs. what you want.  Write your thoughts.

Part 3 – Your Wants 

What are some luxuries you would want in your life that are not crucial, but you would really like to make happen and could feel really good about achieving?
Goal Identification Worksheet 

Guided Learning Supplement

Some wisdom to listen to about the areas in question…

Part 1 – Your Outlook

Psychologists argue from experience with patients that your attitude towards life is directly intertwined with your degree of satisfaction and happiness in life.  There are many events and situations in life over which you have and will have no control.  In these circumstances, the only thing that one can really control is their own thoughts and attitude.

Negative thoughts, like “if only I were more like X”, or “if only I had this job, title, etc.” or “if only this didn’t happen to me” or “there is no point in trying since everything is horrible anyway” will almost always produce negative feelings and actions.  Consciously trying to interrupt those thoughts and interjecting a voice of gratitude for what you do have can be very helpful in staying relatively happy and controlling stress.  This outlook can have significant positive effects on your personal life, including helping to conquer personal problems, avoid addictive behaviors, and prevent health issues related to high levels of stress and anxiety.

For more on this issue, see http://www.mayoclinic.com/health/positive-thinking/SR00009 or many other resources devoted to personal development and mental outlook.

With that being said, sound planning and discipline in following your plan can prevent many of life’s most difficult stresses!!!!!!!!
You may be able to avoid many pitfalls of life by setting realistic goals, creating a plan, and executing your plans.

Part 2 – Your needs

There are many possibilities for answers here, but there are some basic, and some more circumstantial needs that should be planned for in life.  Examples of needs may include:

· Water

· Food

· Shelter (a home, either rented or owned)

· Transportation

· Education

· Health Care

· Emergency or Catastrophe Plans (insurance, rainy day funds, etc.)

· Plans for possible periods of unemployment

· Caring for dependent family members – children, elderly family, disabled family, etc.

· A comfortable retirement

Part 3 – Your wants

Many things that we think we need are really just wants.  While some of these wants are really important, they may not be vital to a comfortable and stable life.  Some things we may think we want, but if we get them they may turn out to bring more problems than anticipated (e.g. some people buy a huge house because it is their dream but then realize they cannot afford to buy furniture for every room, or cannot afford to spend the time and/or money to keep the whole house and the whole yard clean and maintained).  There are many examples that prove the axiom – “Watch what you ask for – you just might get it.” 

Are the wants you listed really important for you to be happy and comfortable?

Remember also that in terms of finance, making choices with your resources always costs you the opportunity to do something else with those same resources that could be of more value to you.  This is a concept called opportunity cost.  So if you choose to spend your money on a luxury car for $50,000 instead of opting for a cheaper but sufficient car for $25,000, you just cost yourself the opportunity to spend $25,000 on something else that could have made your life better.
If you can honestly assess your wants and prioritize which of your wants are important, healthy, and realistic, it is time to move on to the planning stage. 

Remember:
Goals will give your life direction. Financial goals will help you to determine where your money will go.

Goals should be an extension of your values.

If the goals are not related to your beliefs about what is important and good in life, the possibility of your achieving the goals is unlikely. If you do achieve a goal not related to the values you hold, you will probably feel unrewarded and dissatisfied.

Goals need to be specific.

The goal, “I want lots of money in the bank”, has little meaning. Is “lots of money” $5,000 or $50,000? When will you know you have “lots of money”?  Write each goal in specific terms. Write the goal in terms you can measure.
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OPTIONAL SUPPLEMENTAL ACTIVITIES FOR GOAL-SETTING:

Example:                   Activity a - GOAL CHART: Students will create a chart similar to the one below to help them organize their financial goals. 
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Financial Goals Chart:

WhenWanted Estimated Cost

Short-Term

Books In2 months
Christmas gifts In3months
Summertrip 1n9 months
‘Medium-Term

Laptop computer InTyear
Used car In2years
Tong-Term

College expenses In5 years




            
      
Projects: 
Spending Perception Scale
Goal-Setting Supplemental Resources:

Choose to Save offers information on personal finance and wealth
Jump$tart strives to prepare youth for life-long successful financial decision-making.
Activity b (Technology):  Investigate online several available money management software programs and outline the key features of one of them. Discuss ways money management software could help you with financial planning and management over your lifetime. 

Activity c (research and writing):  Choose one of the following topics. Write a three-page report using at least five reliable sources of information.

· The role of savings in achieving financial security.

· Dealing with financial crises.

Activity d (Social Studies): Research local government agencies and community organizations that offer assistance to individuals and families who are facing financial hardships. Develop a brief directory of available services.

Activity e (Social Studies): When you picture yourself as an adult, what standard of living would you like? How much money will you have to earn to achieve this lifestyle? The Jump$tart Coalition for Personal Financial Literacy developed an online questionnaire to help you answer this question. Go to http://www.jumpstart.org/reality-check.html.  Answer a series of questions about your future lifestyle choices.  Then let the online calculator tell you how much income you would need to achieve this standard of living. The site also gives examples of occupations that earn the required amount of income.  How much income would your standard of living require? What are a few of the occupations you might chose to earn this income?

Activity f:  Students will take a spending perception test by responding to 20 statements pertaining to spending techniques. There are five responses to select from which indicate the degree of your likeness to each Statement. Just mark the number on a sheet of paper. Should a statement not apply to your situation, skip it and adjust the scoring accordingly. The scoring section follows afterwards.
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	1. Totally like me 

2. A lot like me 

3. Equally like and unlike me 

4. A little like me 

5. Not like me at all 


1. ____ Each time I receive any money, I usually put a small amount ` of cash aside as savings.

2. ____ Each time I receive any money, I usually deposit it into a checking or savings account.

3. ____ I keep track of the money I receive from all sources.

4. ____ I set aside a pre-determined portion of my money for regular weekly expenses.

5. ____ I set aside ten percent of the money I receive for savings.

6. ____ My money is managed (both spending & savings) according to a written spending-plan.

7. ____ My food and grocery spending is planned in advance and done with a list.

8. ____ I rarely make less than two trips a-week to the grocery or convenience store.

9. ____ Grocery and other coupons are utilized whenever possible.

10. ____ Comparison shopping for quality, value, price, etc. is something I do for practically every purchase, large or small.

11. ____ I do not have any credit cards with a balance owing.

12. ____ I do not have any loans with balance owing.

13. ____ I have comparison shopped for food and clothing in the last year.

14. ____ I don't dine out (breakfast, lunch or dinner) two times a-week.

15. ____ I have received an earnings statement from Social Security.

16. ____ I account for all my cash spending by collecting receipts.

17. ____ I balance checking/share draft accounts with each statement.

18. ____ I have looked into joining and/or am a member of a credit union.

19. ____ I am saving money towards my college education.

20. ____ I have given money/food to needy person in the last two weeks.
SCORING
17-27 VERY PERCEPTIVE. Time to teach others how to do it.

28-42 Pretty Good. Concentrate on improving a few of the weaker areas and you'll be amazed at the difference overall.

43-58 Average. An hour a-week focused on improving spending would equal an increase saving and give you more to invest.

59-75 Lousy. Immediate changes required to avoid financial disaster - implement a spending-plan, get on a pay-as-you go basis as soon as possible.
.
75 + It Stinks!  
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Activity- Budgeting Activities 

Applies to Standards: 9.2 Financial Literacy
Brief Description:
***MULTIPLE OPTIONS FOR BUDGETING ACTVITIES ARE INCLUDED IN THE CURRICULUM.  CHOOSE APPROPRIATE ACTIVITIES AND MATERIALS AT YOUR DISCRETION.

Activity  - Family Budget 

Brief Description:
Students will use the internet or other materials to research the cost of various items in their household (renter’s insurance, telephone plans, cable plans, etc).  After students have gathered all of the above information, they will create a spreadsheet using Microsoft Excel or on paper showing their budget. 
A computerized student spreadsheet should contain formulas so they can plug in different numbers each month and their spreadsheet will accurately calculate the current month’s expenses.  
Students will graph their spreadsheet using a graph style that they feel best illustrates the breakdown of their monthly expenses. All graphs must look visually pleasing and include a chart title. Lastly, students will share their results with the class by creating a presentation using Microsoft PowerPoint or other resources available. Students will be graded based on accuracy, how realistic their project appears and all supporting documents must be attached. 

Students will learn about the family life cycle which refers to the stages a family passes through from formation to aging. At that point students goals and needs, as well as earning and spending patterns, will change with each stage.  
OPTIONAL SUPPLEMENT:  Students will gain insight into the different aspects of the family life cycle, including the parent/teen relationship. They will identify the purposes of the engagement period, the honeymoon, and common marital adjustments, needs & expectations. They will gain empathy for aging, critique care options, and understand the grieving process. 

How to Teach It:

The teacher will review with the class a few items that must be included in a budget. The teacher will hand out a checklist of cost of living expenses to consider.  Samples are abundant on the internet – for a sample, view http://www.free-financial-advice.net/create-budget.html. 

Teacher will then show students how to use Microsoft Excel to create a spreadsheet.  

The teacher will create a discussion with the class and ask them, what does the term life cycle mean to you? How does it relate to financial planning and security?

A few questions to ask students:

· What do you expect your life to be like financially as you move from the young adult stage to age 40?

· How do you think life and financial circumstances for older adults who are still working differ from those who are retired? Cite examples.

· What do you see as the primary financial concerns of divorced couples?

· What are some ways inflation and recession might affect you and your family in the use and management of money?

Projects: 

Oral Presentation Rubric



Life cycle PowerPoint presentation



Article:  Recession affects children’s progress



Article: Economy’s is stuck, but business is booming at therapists’ office 




Article: Bright ideas for bringing up smart savers



Worksheet: Inflation 

Supplemental Resources:

www.Mint.com
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TEACHER GUIDE MATERIALS ON BUDGETING
BUDGETING OVERVIEW

Activity 1: Why is it important to save personal records, such as receipts and credit card statements? Provide an example of a time when you did not save something and found that you later needed it.

Do Now:

What is a Budget? 

Why do you have a budget?

Have students share their answers in pairs.  After students have shared their answer in pairs have the class discuss their definitions.

A budget shows you where your money goes.  Budgets serve as a record and can be a great help to you when computing taxes.  Budgeting strengthens family communications.  Budgeting increases sharing, both in setting a plan and evaluating spending patterns; it is beneficial, for financial matters can be a real source of conflict and even cause divorce in some marriages.

Define budgeting terms as students take notes:


Budgeting terms: Budgeting, money management, gross income, net income, bank accounts, joint bank account, separate bank account, fixed expenses, flexible expenses.

**ESL: Students will have to listen and write down definitions.

        Who does the budgeting of the money and pay the bills in each student’s family.

Review basic terms using the transparency “Budgeting Terms”.

A budget is a plan for managing income and expenses.  It does not require complicated math, nor does it force you to become a penny pincher; it helps you see where your money is spent.  Budgets serve as a record and can be a great help to you when computing your taxes.  Budgeting increases sharing, both in setting a plan and evaluating spending patterns; it is beneficial, for financial matters may be a real source of conflict and divorce in a marriage.

1. The first step in budgeting is to evaluate your present and future goals.

What do you need and want now, in the next year, or the next ten years?  If you are married, you may find that your priorities differ from those of your spouse.  You may have to make some compromises.

Discuss with students what is included in a budget for a family in a given month? Brainstorm a list and record it on the board (2 volunteers write on board). 


       Experts recommend that people budget their money as follows:



Food 


15-20%



Housing

25-35%



Transportation

10%



Clothing

10%



Savings

10%



Miscellaneous

10%

2. Determine your monthly net income or take home pay.  Gross income is your 

salary before Federal taxes, state taxes, social security, and medicare are deducted.

3. Decide how to handle your money.  There are several methods.

A. JOINT BANK ACCOUNT:  Money is available to either the husband or wife.  Both are free to make deposits and withdrawals at will.  The main problem with this method is trying to keep an accurate balance, because it must be coordinated between two people.

B. SEPARATE ACCOUNTS:  The two may each have his/her own account.  In this method, the couple divides the expenses.  One person may take care of household expenses, food, and utilities; the other may pay the mortgage, transportation payments, etc.  This method works well unless one of the partners feels the division is unfair.

C. ONE SPOUSE MAY CONTROL ALL SPENDING:  One spouse gives the money, as it is needed.  This method sometimes leads to conflict if money is equated with power.

D. ENVELOPE METHOD:  In this method several envelopes represent the budget categories.  Each month a certain amount of money is placed in the assigned envelope.  One problem is that one tends to borrow from other envelopes if they run out of money in one envelope.  Since cash is kept in the envelopes, this could create an unsafe situation.  This method may have to be used by persons who cannot control the amount of check they write.

4. Determine your expenses.  Expenses may be either fixed or flexible.  Fixed expenses are those expenses that usually do not vary in amount and must be paid on a regular basis; mortgage or rent payments are examples of fixed expenses.  Flexible vary from week to week or month to month; an example of flexible expenses include clothing and food costs.

5. If your expenses are greater than your income, you may need to make some adjustments in your priorities.  Another alternative is for a person to increase his/her income.  Some expenses may need to be eliminated.

6. A budget is not useful if you do not use it.  Once you have balance your budget on paper, you can use the figures as guidelines for your spending.  Budgeting is an ongoing process that must be revised and updated often.

BUDGETING TERMS

Budget – 

A plan for managing income and expenses

Gross Income – 

The total amount of income earned before deductions are made.

Net Income – 

Amount of income left after deductions are taken.

Fixed Expenses – 

Expenses which usually do not vary in amount and must be paid on a regular basis (mortgage, car payments, etc.)

Variable Expenses – 

Expenses which vary from week to week or month to month (clothing, food, etc.)

Back to Index
Family Budget Journal Project: For the next four days students will create a monthly budget project for a family using the monthly income of $2,000 per month (1 day=1 week, so groups get installments of $500 each day (week), which they have to deposit in order to use.) If they choose to be single they get $800 per month ($200 a week). Try to not give them that option unless they are absent from class or other reasons. The teacher will assign students into groups of four. Students will decide on their family name that will appear on their paycheck.

· On the fifth day students will have time to develop their journal/folder (in any format they choose). This should include what their budget looked like, why they chose what they did, how they adjusted for unforeseen expenses, any other problems they ran into, things they did particularly well, and things they could have done better.

· Using the percent amount next to the each category students will multiply it by their monthly income to figure out the amount they can spend on a certain category. Once students have figured out their monthly budget complete the following steps each day.
· Discuss the proper way to write a check, where to sign, write the dollar amount and who it is being paid to. Checks must be written in Ink. If a check is written in pencil someone could always change the amount.

· Students will write a check out for their Utility bills and all other bills. Explain to students that a bill will be paid by them each day.

· Students create budget for expenses on brainstorming list (must find actual products and prices from newspapers, store flyers, the Internet, old bills (mock), etc.).

· Describe what is expected in journal entries.

· Students look in newspapers, etc. to find a place to live, food, etc. These prices are to be entered into the budget.

· Working copy of budget should be completed and students should reflect on how their group came up with such a budget. They should discuss any problems, concerns, benefits, etc. in their journals.

Day 2-4

1. Students will receive their $500 installment for the day (week).

2. Explain to students how to register a deposit in to their bank account. Have students record their paycheck deposit into their individual balance books. Students must deposit the $500 using a deposit slip into their checking account. Discuss the different ways to deposit money into a savings account. Have students do a 10% electronic deposit from their checking to their savings account. Students will keep a journal of daily occurrences, problems, changes, etc.

• Students must record checks and transactions into their balance book and balance out their book.

2. Students will then receive any bills and notices of unforeseen expenses (these could be bad, i.e. had to pay for ER visit for family member; or good, i.e. got a bonus at work). Groups will have at least one bill a day, though they may not have any unforeseen expenses for a given day.

3. Students must pay the bills by writing a check and make deposits for any bonus money received. Bills will be paid to the bill collector (teacher).

4.   If groups wish to change their budget, they can do so. However, they must note this change in their journals and include a rationale for the change.

5. Each day, students will reflect on the day’s events and how they expect their budget to hold up through the month. They will record their feelings and thoughts in their journal.

Evaluation of budget project

• Students will be evaluated on their budget and the rationale for such a budget in their journals. The budget must include all expenses that are listed in their budget packet.

• Students will be evaluated on their check-writing ability by the written checks they pay (turn in) to the bill collector (teacher). (One student cannot write all the checks for their family.)

• Students will be assessed daily on their accuracy when balancing their checkbook.

• Students will be assessed based on their logic, reasoning, and reflective skills when dealing with unforeseen expenses as observed in their journals.

• The group will be evaluated on the content quality of their work as well as their explanation in their final presentation.
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FAMILY BUDGET ASSIGNMENT:

Please read the following scenario:


You are currently living in (identify a major city) ________________________


You are:           Married          Divorced


You have girls, ages      &      ; and            boys, ages       &            .


You must name your spouse and children in the blanks below:

Spouse                                                   

Child #1:            Child #2:            Child #3:                                         

You are responsible for creating a monthly budget for your family for the month of September.  Your budget must be realistic and you must live within your means. Please create a spreadsheet that reflects your family’s monthly income and expenditures with the following information:

1          Your occupation is:                                                   
(Please find and print the annual income for this occupation in the city where you live, reduce your annual income by 10% for taxes,  then divide that amount by 12, the number of months in a year, to determine your monthly income.)

2          Your spouse’s occupation, if applicable:                                                   
(Please find and print the annual income for this occupation in the city where you live, reduce your spouse annual income by 10% for taxes , then divide that amount by 12 to determine your monthly income)


If you are divorced, you have custody of the children and your monthly child support is 5% of your spouse monthly income (for example if your spouse monthly income after taxes is $3,000 *.05 = $150: monthly child support $_________                     

3          You live in a                      bedroom apartment with your family.
(Please find and print the cost of the apartment per month)

4         If your apartment doesn’t include garbage pickup, water, parking fees, gas, heating, and lights, please determine your monthly costs for these expenses. 
(Please print the documentation that supports your figures.) 

5        You will need renter’s insurance for the contents of your apartment. Please find and print this monthly expense.

6        Please determine your monthly telephone expenses. (Print any information that supports your findings.)

7         Please determine your monthly cable expenses. (Print any information that supports your findings.)

8          Please determine your automobile expenses, expenses must include:

· monthly payment including interest

· insurance

· routine maintenance and oil changes

· car washes, and gas

            (Please print all information that supports your findings.)

9          Calculate your monthly entertainment expenses. Please find and print at least two family entertainment venues in your city (ie. movies, games, theme park, etc.). Calculate the monthly cost for your family to attend those events.

10          Clothing expenses: Determine the monthly clothing expense for your family. Break down the items you will purchase for each family member.

11          Food expenses: Determine the monthly food expenses for your family. 

12        Childcare expenses: Find and print the monthly childcare expenses for your family. Even if your children are school aged, you must budget for after school care.

13          Household items:

· Toilet paper

·  shampoo

· deodorant

· Cleaners

· Newspaper

               Please determine your monthly expenses for household items.

14          Personal Care: haircuts, manicure, etc. Please breakdown these expenses and calculate your family’s total monthly expenses.

15          Birthdays/Valentine’s Day: You must give your spouse and children Valentine’s Day gifts. If any of your friends/relatives have a September birthday, you must also purchase a gift for them. Please find and print the gifts you will be giving and calculate your monthly expense.

16          Savings: The remainder of your income after all expenses are paid will go into a savings account. Please indicate the amount you will put in your savings account, monthly.

Apply what you know:

What choices do you have if your budget doesn’t balance? If you had to reduce your spending to balance your budget, which would you try to reduce first: fixed or variable expenses? Why?

Bring to class an express warranty from a product you or your family recently purchased. What does the warranty specifically promise to do? List any restriction*ns (exceptions) that the manufacturer has placed in the warranty.


After you have gathered all of the above information, please create a spreadsheet showing your budget. Your spreadsheet should contain formulas so you can plug in different numbers each month and your spreadsheet will accurately calculate the current month’s expenses.

Graph your spreadsheet using a graph style that you feel best illustrates the breakdown of your monthly expenses. Customize your graph to look visually pleasing. 


Be prepared to share your results with the class. The budget must be accurate, realistic and all supporting documents need to be attached.  
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Newark Public Schools
	Oral Presentation
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	Name: ________________________
	Teacher: 


	Date Submitted: ____________
	Title of Work: ___________________


	 
	Criteria
	Points


	

	4
3
2
1
 

Body Language
Movements seemed fluid and helped the audience visualize.
Made movements or gestures that enhanced articulation.
Very little movement or descriptive gestures.
No movement or descriptive gestures. 

____
Eye Contact
Holds attention of entire audience with the use of direct eye contact.
Consistent use of direct eye contact with audience.
Displayed minimal eye contact with audience. 
No eye contact with audience.
____
Introduction and Closure
Student delivers open and closing remarks that capture the attention of the audience and set the mood.
Student displays clear introductory or closing remarks.
Student clearly uses either an introductory or closing remark, but not both. 
Student does not display clear introductory or closing remarks.
____
Pacing
Good use of drama and student meets apportioned time interval.
Delivery is patterned, but does not meet apportioned time interval.
Delivery is in bursts and does not meet apportioned time interval.
Delivery is either too quick or too slow to meet apportioned time interval.
____
Poise
Student displays relaxed, self-confident nature about self, with no mistakes.
Makes minor mistakes, but quickly recovers from them; displays little or no tension.
Displays mild tension; has trouble recovering from mistakes.
Tension and nervousness is obvious; has trouble recovering from mistakes.
____
Voice
Use of fluid speech and inflection maintains the interest of the audience. 
Satisfactory use of inflection, but does not consistently use fluid speech.
Displays some level of inflection throughout delivery.
Consistently uses a monotone voice.
____
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Personal Financial Literacy – Income and Careers – Activity 4
Applies to Standards:   9.2
Personal Financial Literacy: All students will develop skills and strategies that promote personal and financial responsibility related to financial planning savings, investment, and charitable giving in the global economy.  

Brief Description: Online financial calculators are becoming increasingly useful tools, performing complex calculations quickly.  Technology has had a profound impact on banks and financial services.  Bank payments, digital-imaging direct deposit and other ways of transferring services have been introduced and minimize the use of cash in dollar volume for transactions.  More rapid and secure electronic capabilities, growth in electronic forms of payment have altered the way payments are made and processed.    

How to Teach It:

1. Research and discuss the changing forms of bank payments

2. Explain how banks and other financial institutions use automated forms of payments

3. Discuss the difference between charge cards and credit cards

4. Discuss cash cards, debit cards, smart cards 

5. Describe and discuss EFT – electronic funds transfer.    

Activity:


Discuss ways you can minimize the risk of fraud and other crimes involving negotiable instruments. Discuss emerging forms of electronic payment in the community and share your experiences.   Class Project:   In groups, discuss and design a specific payment system that you can envision to be in operation 20 years from now.


Activity 4 Supplemental Resources

www.wise-ny.org
www.jumpstart.org./
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Personal Financial Literacy – Income and Careers -Activity 5
Applies to Standards:   9.2     Personal Financial Literacy: All students will develop skills and strategies that promote personal and financial responsibility related to financial planning savings, investment, and charitable giving in the global economy.  

Brief Description:      Students will research income resources that will supplement income.  Groups will discuss real estate opportunities in the City of Newark, investments, and franchise opportunities.    

How to Teach It:

1. Students will discuss housing investments in the City of Newark and how rental property produces extra income.

2. Research the Newark Now Organization and how it serves as a resource to supplement financial opportunities

3. Discuss other ways to supplement income within your community.

4. Discuss how supplement monies can increase the earnings of a family.

Research:
Google began as a school research project by two college students.  Google Inc. is now a multibillion dollar company.  The two students began careers that my not have been planned, but both needed some savings, investments, loans and education to be successful.  With good planning, you can identify and begin working toward short-term, medium-term and long-terms goals.


Create a chart indicating your goals. Develop a plan that would afford you the opportunity to continue a business after you complete your education.    




Activity 5 Supplemental Resources
www.mysmallbiz.com/teen-business-ideas
www.FranchiseDirect.com
www.youngentrepreneur.com/blog/
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Personal Financial Literacy – Income and Careers -Activity 6
Applies to Standards:   9.2     Personal Financial Literacy: All students will develop skills and strategies that promote personal and financial responsibility related to financial planning savings, investment, and charitable giving in the global economy.  

Brief Description:      As in the United States, rental costs in other countries vary by location and size of apartment.  The table below lists typical costs of renting an apartment in various cities of the world.  Costs are given in local currencies.

Convert the costs into U.S. dollars.  Look up current rates on the Internet or in a newspaper.  If you use different rates, write those in the “New Exchange Rate” column.

 How to Teach It:  

1. Review Exchange Rates – www.gocurrency.com/
2. Research City and Monthly Rent in Local Currency

3. Indicate Exchange Rate – Free Currency Calculators are available online – e.g. http://www.xe.com/ucc/ 
4. Indicate New Exchange Rate
5. Convert to Monthly Rent in United States Dollars

Activity 6 Supplemental Resources

www.TradeStation.com
www.whichwaytopayusa.com
http://www.xe.com/ucc/
www.x-rates.com/
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Personal Financial Literacy – Income and Careers – Activity 7
Applies to Standards: 9.2   Personal Financial Literacy:  All students will develop skills and strategies that promote personal and financial responsibility related to financial planning savings, investment, and charitable giving in the global economy.

Brief Description:  
 Students will discuss paychecks to understand gross income and adjusted gross income.  They will review a paycheck and identify the   various parts of a paycheck.  Students will discuss each part of the paycheck and understand with accuracy the deductions, the vocabulary and the explanation of each section. 

How to Teach It:

***MULTIPLE ACTIVITIES ARE INCLUDED IN THIS LESSON PLAN.  CHOOSE TEACHING MATERIALS AND ACTIVITIES AT YOUR DISCRETION.

PART 1 – IDENTIFY COMPONENTS OF A PAY STUB:
1. Review a sample paycheck – Students will review a paycheck and discuss parts of the check.   Sample pay stub can be found at http://www.udel.edu/HRSystemsAdmin/samples/Views/paystub.html.

2. Explain and Review all sections and deductions using proper vocabulary

3. Class will practice calculations with a simulated paycheck
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Possible Projects: 



Activity a:  

Make a list of buildings and facilities in your community paid for with tax dollars.

Activity b: 

How do state and federal government taxation and expenditures differ?

Activity c: 

Why do you think tax rates differ for different income levels?

Activity d: 

List and briefly define different types of taxes.

Activity e: 

Contact the nearest office of the Internal Revenue Service for copies of sample tax forms to review.

Activity f:

Define key tax terms and use each in a sentence. Terms: exemption, tax credit, adjusted gross income, adjustments, tax deduction, form W-2, form W-4, excise tax, property tax, wealth tax, personal income tax, purchase tax, direct taxes, indirect taxes, progressive tax, regressive tax, and proportional tax.

Activity g:  Lesson 1 (PAYCHECK)
Taxation and Money Management – Supplemental Resources:

Good Jobs First: Find out more about corporate tax giveaways
GPO Access: This site has complete information on U.S. federal government expenditures for the fiscal year 2010. 

Tax Tips and Strategies
Introductory Activities
Goal: to get students interested in the upcoming lesson by personalizing the information. Pique their curiosity with the news that all of their income will not go directly to them. 

1. Open up a discussion of students who have collected a paycheck. Ask the students: 

· How many of you have a job, or are interested in finding one? 

· What kind of job would you like now? When you grow up? 

· How much money do you think you can earn in a week? 

· Has anyone collected a paycheck before? 

2. Discuss what kinds of jobs students would like when they grow up, and what kind of income they hope to earn. 

3. Lead the students into a discussion of how much tax is taken out of a paycheck and the factors that impact net income. Ask students the following questions: 

· Did you know that you won't be able to "take home" every dollar you earn? 

· How much do you expect to pay in taxes? 

· How many of you would like to learn how to save more money, and pay less in taxes at the same time? 

Learning Activities: 

Goal: to provide definitions of terms and a framework within which students can analyze taxes and deductions. 

1. Hand out the Pay Stub Example student organizer. 

2. On the board, define the following terms with the students: 

· Gross pay: The total amount of salary paid before any deductions are taken out. 

· Net pay: The amount of salary received after taxes and deductions have been taken out. 

· Taxes: Payments made to the Government that are withheld from income. 

· Deductions: Money taken out of a paycheck for retirement accounts and eligible medical and dental insurance plans. The deductions for those types of benefits are not taxed by the federal government, which means they are essentially excluded from federal taxable wages. 

3. Have the students identify the above-defined terms in numerical value on the paycheck example. 

4. Ask the students to provide an example of each type of deduction and benefit. Help them define what those terms mean. For example: 

Taxes 

· Federal Income Tax: Taxes taken out of a paycheck that go to the federal government. 

· State Income Tax: Taxes taken out of a paycheck that go to the state government. 

· City/Local Income Tax: Taxes taken out of a paycheck that go to the city/local government. Explain that not everyone pays city or local taxes; it depends on where you live and work. 

· Social Security: Withholdings that go into the federal government program that provides income support to people who are unemployed, disabled, or over the age of 65. 

· Medicare: Withholdings that go into the federal health insurance program for people 65 and older, and also for people with disabilities. 

Deductions 

· 401(k) - This is an investment account that is used for retirement. Income paid to this account is tax-deferred, which means that taxes generally are not paid until retirement. Sometimes the employer also makes contributions to this account, and they are also tax-deferred. 


Discuss the value of the deductions and benefits. Explain that "Before-Tax Deductions" are a good value because they reduce the tax burden of the employee. Categorize the deductions as before-tax or after-tax. The amounts with an asterisk next to them on the paycheck are before-tax deductions which means they are excluded from federal taxable wages. These include: 401(k), dental insurance, HMO or medical insurance, and the dependent care spending account, which is money that can be set aside to pay for child care or care for the sick or elderly. 

The deductions on the Pay Stub Example that are not excluded from federal taxable wages are life insurance, and the any 401(k) loan repayment. 
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Culminating Activity/Assessment: 

Goal: for students to get a picture of how taxes can decrease take-home pay, and the extent to which deductions can lower the taxes you pay. This provides a basis for students to later analyze the value of different deduction scenarios. 

1. Hand out the Where Does Your Money Go? student organizer and ask students to compute the following on the first portion of the handout using the numbers from the Pay Stub Example: 

· The percentage of gross earnings paid in taxes (total taxes/gross earnings. The equation is $81.91/$452.43 = 18%). 

· The percentage of the federal taxable gross paid in taxes (total taxes/federal taxable gross. The equation is $81.91/$335.85 = 24%). 

· The percentage of gross earnings that is the net pay (net pay/gross earnings. The equation is $259.38/$452.43 = 57%). 

2. Use the tax rate, or percentage of income paid in taxes, calculated from the total taxes/federal taxable gross equation to compute the amount of taxes that would have been paid if there were no deductions. This would be the tax rate, just defined, times gross earnings. Compare those two numbers using the second portion of the Where Does Your Money Go? student organizer. 

· Tax rate with deductions (total taxes/federal taxable gross. The equation is $81.91/$335.85 = 24%). 

· Taxes paid without deductions (total taxes/federal taxable gross) x gross earnings. The equation is 24%*$452.53 = $108.60). 

· Compare the total taxes from the pay stub to the answer above. (The equation is $108.60-$81.91 = $26.69). 

3. Gauge opinion of the tax rate, and if students on a first look think it's fair or excessive. 

Back to Index
--Lesson 2 (DEDUCTION COMPARISONS)--
Introductory Activities:
Goal: to recap the previous day's lesson, and to introduce the concepts of saving, the need to save for retirement, and the options for creating the most net gain out of a paycheck. 

1. Continue discussion of previous day with a talk about who has a savings account. 

2. Discuss who might have a savings account from jobs worked or gift money, or who might have a savings or investment account for college savings. 

3. Ask students at what age they want to retire, and the lifestyle they hope to live when they do retire. 


Learning Activities: 

Goal: to provide definitions of terms, and a framework within which students can analyze different deduction options. 

1. Review the paycheck that was analyzed in the previous day's lesson. 

2. Identify and define the different types of before-tax deductions listed on the paycheck. These are the deductions with the asterisk next to them that are excluded from federal taxable wages. 

· 401(k): This is an investment that will go toward the employee's retirement. This investment is "tax-deferred" which means the employee will not pay taxes until the contributions and earnings are distributed (generally upon retirement). Not paying taxes means that your investment will increase in value much more quickly. An added benefit is that most people will pay less tax on income when they retire as they will be earning less money in which case they will probably be in a lower tax bracket. Deferring the tax payment until a person is retired means that they will likely pay less tax. 

· Dental: Contribution to an eligible dental insurance account. 

· HMO: Contribution to an eligible medical insurance account. 

· Dep Care FSA: Contribution to the employee's spending account for child care or care for the sick or elderly. This is non-taxed income put aside in a "spending account" to use to pay for those expenses. 

3. Discuss the concept of a retirement investment plan, like a 401(k). Explain to the class that many people would like to save money for retirement in addition to what the government provides via social security. There are different ways to do this, and employers can help out. Some investment plans are tax-advantaged (they are made from pre-tax earnings) while others are not. Some examples are provided below. Write the following terms on the board and define: 

· 401(k): An employer-sponsored retirement savings plan funded with money deducted from pre-tax salary, up to an annual cap established by Congress. The employer may match some or all of the employee's contribution. 

· Mutual fund: A professionally managed investment that pools the capital of thousands of investors to trade in different securities, like stocks and bonds, depending on the investment objectives of the fund. Because most mutual funds hold a large number of securities, they offer investors the opportunity to diversify, as well as the benefits of portfolio management. 

· Compound interest: The interest earned on interest already earned from an investment. It can be figured annually, monthly, or daily. 

Back to Index
4. Compare the following figures from the equations that the students computed on the Where Does Your Money Go? student organizer. 

· The net pay after the deductions. ($259.38) 

· The net pay without the deductions (apply the tax rate to the gross earnings. The tax rate computed is 24%). 

· The taxes paid given the pre-tax deductions. ($81.90) 

· The taxes paid without the pre-tax deductions. (total taxes/federal taxable gross) x gross earnings. The equation is 24%*$452.53 = $108.58). 

5. Then compare the taxes paid in the two cases. Be sure that students understand that the lower the taxable income you make, the less taxes you pay. This means that deductions which lower income save money in taxes paid. In this example the amount saved in taxes is $26.69. 

Activity 7 Supplemental Resources

www.italladdsup.org/ 
www.msnbc.msn.com/id/16381935/
www.myfirstpaycheck.com/
Where does your money go
Back to Index
WHERE DOES YOUR MONEY GO STUDENT ORGANIZER

1. Do the following computations based on the information about taxes and earnings in the Pay Stub Example. Write your answers in the space provided. 

· The percentage of gross earnings paid in taxes = total taxes/gross earnings 







· The percentage of the federal taxable gross paid in taxes = total taxes/federal taxable gross 







· The percentage of gross earnings that is the net pay = net pay/gross earnings. 







2. Based on the tax rate from the 1.a. total taxes/federal taxable gross equation, compute the amount of taxes that would have been paid if there were no deductions. Write your answers in the space provided. 

· Tax rate with deductions = total taxes/federal taxable gross 









· Taxes paid without deductions = (total taxes/federal taxable gross) x gross earnings 







· Compare the total taxes number from the pay stub to the answer you got in the previous question. 

3. Create a spreadsheet with different scenarios that calculate a) taxes paid over 30 years with deductions; b) taxes paid over 30 years without deductions; and c) how much an investment account can grow over 30 years. Write your answers in the space provided. To create the spreadsheet do the following: 

· Column A, Rows 1-30: Multiply the "total taxes" number by 52 (since the payments are weekly) to get the full-year amount. Put that number in each of the 30 cells. Compute the total (the formula to put in cell A31 is "=sum(A1:A30)." 







· Column B, Rows 1-30: Number from 2.b. above, multiplied by 52, in each of the 30 cells. Compute the total (the formula to put in cell B31 is "=sum(B1:B30)." 







· Column C, Rows 1-30: Multiply the 401(k) deduction total by 52 to get the full-year amount. Put that total in the first cell (1C). Then copy the following formula through the following 29 cells in that column: "=(C1*1.05)+1560." The final cell will have the culminated investment earnings from 30 years of 401(k) savings with a 5% return, or interest rate. 







NOTE: The above equation adds 5% to the previous cell's total, representing a 5% gain in interest in the 401(k) account. Then it adds that year's contribution to the previous year's contribution plus interest gain.

Back to Index
Personal Financial Literacy – Income and Careers – Activity 8
Applies to Standards: 9.2   Personal Financial Literacy:  All students will develop skills and strategies that promote personal and financial responsibility related to financial planning savings, investment, and charitable giving in the global economy.

Brief Description:   
Students will research government agencies in New Jersey.  They will identify three government agencies describing in detail the services and taxation.  The students will research and list the responsibilities and develop a job description for the following government positions:
· Social Security Administration – Social Security Advisory Board

· Public Health Department – Public Health Program Specialist

· Unemployment Offices – Workman’s Compensation Claims Examiner 

How to Teach It:
1. Discuss the function of government agencies

2. Explain profit, non-profit and government organizations

3. Give examples of these agencies and discuss with class the clients that may seek and the services requested
4. Students could present what services they found online that they know people in their communities need and explain how the service works.

5. OPTIONAL – groups could be assigned a particular social service to research and present to the class.

Activity 8 Supplemental Resources:

www.govbenefits.gov/
www.GiveSpot.com
www.ssa.gov
www.SocialSecurity-Disability.org.
Back to Index
Personal Financial Literacy – Income and Careers – Activity 9
Applies to Standards: 9.2   Personal Financial Literacy:  All students will develop skills and strategies that promote personal and financial responsibility related to financial planning savings, investment, and charitable giving in the global economy.

Brief Description:    
Students will discuss collective bargaining and how it protects teenagers in the workplace.  They will discuss the operations and educational practices of a school system as it relates to collective bargaining, workplace conditions and fair labor practices.

How to Teach:

1. Discuss workplace environment – what conditions should not be tolerated by workers? 
2. Class will discuss working conditions in various places such as McDonald’s, and other fast food establishments


3. Describe and give examples of collective bargaining – discuss what a strike is and how the threat of strikes has been used in history (e.g. Pullman Strikes, Newark Teachers Union strike, etc.)

4. In-class debate – should current proposals to eliminate the right of public worker unions to collectively bargain be interpreted as illegal by the courts?  Why or why not?  (**This could be used as a mock trial project as well**)
a. Pros – should argue that public worker unions and unions in general have protected bad workers and contributed to the decreasing productivity of our economy, and that workers should have to compete for jobs like anyone else.  Competition in the workplace will create more productive employees and contribute to economic growth.

b. Cons – should argue that the right or workers to collectively bargain is key to preventing a 19th-century style wealth distribution and labor system, which saw workers making miniscule wages and being fired for anything from old age to work-related injuries.  Meanwhile, a few monopoly interests dominated wealth and politics of the age.  Destroying the ability of unions will cause workers to feel permanent insecurity in their jobs, and will cause more poverty, crime, etc. as a result.  Being able to negotiate for good working conditions is good to maintain a more equitable and stable society.

Group Activity:     The class will use websites to research well-known collective bargaining cases in the workplace and organizations.  Examples could include labor agreements between professional athletes and the team owners like in the NBA, NFL, or in Major League Baseball.  What are some pros and cons of these powerful unions being able to collectively bargain?  How do the consumers (fans) benefit and suffer from the labor processes of these leagues?
Back to Index
 Personal and Financial Goals – Income and Careers – Activity 10
Applies to Standards:  9.2
9.2 Personal Financial Literacy: All students will develop skills and strategies that promote personal and financial responsibility related to financial planning savings, investment, and charitable giving in the global economy.

Brief Description:
You are interested in business with two friends who are committed to working hard as a team.  List reasons for wanting to start a business.  Indicate the amount of time you are willing to spend developing the plan.  Include a timetable and any courses you should take to enhance your knowledge of the business.  Your product or service should be marketable.  Develop a plan, indicating a timetable and include courses you should take to enhance your business knowledge.  Document costs and possible debt.   Seek information from people who own a business. Consider a product you would like to improve.  Include with the plan any possible legal risks.  Visit and indicate the Websites that will be used as resources.

How to Teach It:



1.
Discuss creating and setting a timetable



2.
Discuss Websites and other resources 



3.
Discuss competitions and the demand for the business



4.
Discuss the implementation of the plan 



5. 
Explain financial costs

 Pre-Business Check List

1.
What is the product that will be marketed, and where will the business be located?

2.
List resources for starting the business.

3.
What skills and experience will be brought to the business?

4.
What will be the name of the business?

5.
What equipment and supplies will be needed to run the business efficiently?   

6.
Discuss the cost of the start-up business, insurance and financing.

7.
List all resources for your business plan. 

Activity 10 Supplemental Resources
www.careerbuilders.com
www.careerjournal.com
http://studentcenter.ja.org/pages/default.aspx
Back to Index
Activity 10 – Part 2: Discuss how economic and geographical considerations affect your business plan

Applies to Standards:    9.2
9.2 Personal Financial Literacy: All students will develop skills and strategies that promote personal and financial responsibility related to financial planning savings, investment, and charitable giving in the global economy.

Brief Description:  

Students will research starting a designer clothes business. Analyze how the current economy, social and political conditions, unemployment statistics will affect the plan for establishing such an enterprise.    

How to Teach It:



1.
Discuss the current economy, employment and social conditions.



2.
Research economic statistics in the area where you intend to start the business. 



3.
Take a survey of potential customers to determine their interest in the services 


4.
Discuss with your group the pros and cons regarding the establishment of this business 



5. 
Analysis the financial pros and cons


6.  
Document the results with full explanations of the facts and figures that determined your decision. 

Worksheet:

· After choosing your location for the business list the economic statistics of the location area

· Survey and document responses to the potential business in the community

· Develop a chart with detailed information including your business prospective.

Activity 10 Supplemental Resources

www.businessweek.com
http://www.thetimes100.co.uk/theory/theory--economic-conditions--362.php
http://www.smallbusinessnotes.com/small-business-resources/young-entrepreneurs.html 
Back to Index
UNIT 3 – CONSUMER AWARENESS
Back to Index

Activity1 -Analyze and compare credit cards.
Applies to Standards: 

                                    9.2 Credit and Debt Management: All students will develop skills and strategies that promote personal 

                                          and financial responsibility related to financial planning, savings, investment, and charitable giving

                                          In the global economy.

Brief Description:  **THERE ARE A VARIETY OF ACTIVITIES IN THIS LESSON.  CHOOSE WHICH MATERIALS AND ACTIVITIES TO USE AT YOUR DISCRETION.
      What is Credit? What are risks associated with credit? This lesson provides students with a review of credit and how credit is used to buy a lot of things and the risks involved in using credit irresponsibly.  As students start to shop for their first (or next) credit card, this lesson will make them aware of various costs and features. Students will develop skills to compare and evaluate the terms and conditions of various credit cards, the differences between credit cards and how to choose the right credit card to meet different needs.

How to Teach It:

1. Define credit: Begin the lesson by asking the students some open ended questions, and then generate a classroom discussion. Some examples to include:

· How can having credit benefit you? 

· How would you describe good credit? Bad credit? How has having this good credit helped you? 

· What are the risks of using credit cards or taking out a loan? 

· How can you minimize these risks? 

· Do you know your "credit worthiness"? 

· Why do people use credit?

Topics to guide lesson discussion , then guide students to activity 1 below.
· Credit is the ability to borrow money. 

· There are lots of situations where people borrow money: car loans, credit cards, student loans, etc. In each case, you’re borrowing money from a lender with a promise to pay it back. 

· The lender makes money by charging you an extra amount in interest and fees over and above the amount of the loan itself. 

· The cost of borrowing money mostly depends on three things: How much you borrow, called the principal; how long you take to pay the money back, known as the term and the interest rate you’re being charged. 

· Lenders will only loan you money if they have trust and confidence that you’re able to pay them back. Earning their trust is called establishing credit. 

· Every time you borrow money and keep your promise to pay it back, you strengthen your ability to borrow again the next time. That’s called building a good credit record, or a good credit history. 

· Using credit can help you reach your goals, but remember: credit has benefits and risks 

· People use credit for a variety of reasons including to establish a good credit history.

2. Discuss credit card risks with students. Explain that credit cards are a risky business these days, especially for students or those holding multiple cards. Interest rates on credit card balances have always been high relative to other rates, for several reasons. Despite this, there is still a demand for the “plastic money” that many people see as convenient and ideal for use in our increasingly technological world economy. .Discuss some of the risks that are associated with credit cards. Guide students to activity 2.
Back to Index
3. Discuss how costs and features can vary between credit cards. Direct the students top the following site glossary of credit card terms., they should be able to explain the following terms: APR, annual fee, finance charge, minimum payment, balance transfer, billing cycle, cash advance, grace period, late payment fee, classic card, gold card, platinum card, rebate card, secured card and unsecured card. They should define these terms on worksheet one Students will discuss how costs vary among various credit cards by comparing 3 credit cards.Activity 3.

4.  Examine the following website to examine different types of credit cards. http://www.cardtrak.com/cards/categories/student.html
What is Credit – Supplemental Resources:

http://www.cardtrak.com/cards/categories/student.html
http://www.bankrate.com/crt/news/advice/20040419a1.asp
http://www.practicalmoneyskills.com
http://www.pbs.org/wgbh/pages/frontline/shows/credit/view/
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Q: 1.                
Have students check a box on the chart if they think it is a smart idea to use credit to buy what is listed.
Ask students to discuss their answers and why they have chosen them. Remember there is no ONE right                                    answer as it is a matter of opinion and circumstance.

	Would you use credit to:
	YES
	NO
	MAYBE

	Buy a home or pay for college education?
	
	
	

	Buy appliances, furniture or other things for your home?
	
	
	

	Pay for bills you don’t have enough money for?
	
	
	

	Buy something that costs less than $10?
	
	
	

	Buy something that is on sale?
	
	
	

	Pay for a vacation?
	
	
	

	Pay for something you couldn’t save enough money for?
	
	
	

	Pay for something even if you had enough money to pay for it in cash?
	
	
	


Q: 2               
Divide the class into two groups—one group will list real-world examples of credit risks and the other will list examples of credit benefits.  Give the class five minutes to create their lists. When they are finished, write their examples on a whiteboard/chalkboard or large piece of paper, then lead a discussion by focusing on the key points  below.  
Benefits: 
· Having good credit makes it easier to rent an apartment and get service from local utility companies. 

· Good credit also gives the option of buying things now (like a sound system and cell phone) and paying the money back over time, rather than having to wait. 

· With good credit, it’s easier to buy what you want, when you want it. 

· You have the financial flexibility to make major purchases that take more money than you have on hand. 

· To avoid debt problems, never let your credit card debt exceed 20% of your yearly net income. Also, keep your credit card debt low enough so that your required payments are no more than 10% of my monthly income. 

Risks: 
· Credit makes it too easy to spend—it can become a struggle to pay it back, and if you pay a few things late, you can lose money on late fees too. 
· Not making loan payments can really hurt your credit record. You can miss out on an apartment or get turned down for a job because of it! 
· A low credit rating makes it tougher for me to get loans or credit the next time. Even if you're able to borrow you'll have to pay a higher interest rate
Q3: Define terms and compare credit cards.

Back to Index
(a) Name: __________________________ Worksheet #1 Date: _______________

Directions: Visit the following website: http://www.buzzle.com/editorials/1-13-2006-86282.asp  While

viewing the site think about the following and write your answers below.

1. What is debt to income ratio?

______________________________________________________________________________

______________________________________________________________________________

2. What is the DTI used for?

______________________________________________________________________________

______________________________________________________________________________

3. What is the usual standard applied to decide if you are loan worthy?

______________________________________________________________________________

a. What does the first number represent? ____________________________________________

b. What does the second number represent? _________________________________________

4. What does the acronym PITI stand for?

______________________________________________________________________________

View this website and define the following terms. http://www.creditcardcritic.com/advice/glossary.htm 
1. Annual Fee _____________________________________________________________________

2. Finance Charge _________________________________________________________________

3. Minimum Payment _______________________________________________________________

4. Balance Transfer ________________________________________________________________

5. Billing Cycle ____________________________________________________________________

6. APR __________________________________________________________________________

7. Grace Period ___________________________________________________________________

8. Late Payment Fee _______________________________________________________________

9. Classic Card ____________________________________________________________________

10. Gold Card ______________________________________________________________________

11. Platinum Card __________________________________________________________________

12. Rebate Card ____________________________________________________________________

13. Secured Card ___________________________________________________________________

14. Unsecured Card _________________________________________________________________

15. Cash Advance __________________________________________________________________

Copyright © Council for Economic Education Students compare and analyze credit cards 

(b) Students will discuss how costs and features vary among the 3 credit card examples. Which credit card would they choose? Discuss.
       http://www.cardtrak.com/cards/categories/student.html
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Q4:     Students will compare and evaluate the terms and condition of various credit cards in order to make  well informed decisions.
Shopping for Credit

www.practicalmoneyskills.com
 Credit cards student activity 8-1a

Credit card costs and features can vary greatly. This exercise will give you a chance to shop for and

compare the costs and features of three credit cards.

Directions

Using the attached form, research the costs and features of:

■ Two major credit cards; and

■ One credit card from a department store.

When you’re done, answer the following questions.

Back to Index
What did you find? Suggested questions...you can add more questions.

1. Which credit card has the highest annual percentage rate and how much is it?

2. What method is used to calculate the monthly finance charge for the first major credit card?

3. When does the finance charge begin to accrue on the credit card from the local

              Department store?

4. Do any of the cards have annual fees? If so, which one(s) and how much is the fee?

5. Is there a transaction fee on any card? If so, how much is it?

6. Is there a minimum finance charge on either of the major credit cards? If so, how much is it?

7.  Does the first major credit card charge a fee for late payments? If so, how much is it?

8. What is the grace period on the credit card from the local department store?

	Comparing Credit Cards Activity

Once you have decided on your credit cards (2 major credit cards ex Visa, Master Card) and (1 store credit ex Macy’s card), you can use this checklist to compare cards. Information about most of the features is given in the disclosure box that must appear in all printed credit card solicitations and applications. 


	Feature
	Card A
	Card B
	Card C

	What are the APRs?
     For purchases?
	___________ 
	___________ 
	___________ 

	     For cash advances?
	___________ 
	___________ 
	___________ 

	     For balance transfers?
	___________ 
	___________ 
	___________ 

	     If you pay late?
	___________ 
	___________ 
	___________ 

	  

What type of interest does the card have?
     Fixed or variable? Tiered?
	___________ 
	___________ 
	___________ 

	  

How long is the grace period?
     If you carry over a balance?
	___________ 
	___________ 
	___________ 

	     If you pay off the balance each month?
	___________ 
	___________ 
	___________ 

	     For cash advances?
	___________ 
	___________ 
	___________ 

	  

How is the finance charge calculated?
     One cycle or two?
	___________ 
	___________ 
	___________ 

	     Including or excluding new purchases?
	___________ 
	___________ 
	___________ 

	     Average or adjusted?
	___________ 
	___________ 
	___________ 

	     Minimum finance charge?
	___________ 
	___________ 
	___________ 

	  

What are the fees?
     Annual
	___________ 
	___________ 
	___________ 

	     Late-payment
	___________ 
	___________ 
	___________ 

	     Over-the-credit-limit
	___________ 
	___________ 
	___________ 

	     Set-up
	___________ 
	___________ 
	___________ 

	  

What are the cash advance features?
     Transaction fees
	___________ 
	___________ 
	___________ 

	     Limits
	___________ 
	___________ 
	___________ 

	  

How much is the credit limit?
	___________ 
	___________ 
	___________ 

	  

What kind of card is it?
     Secured? Regular? Premium?
	___________ 
	___________ 
	___________ 

	  

Does the card offer other features?
     Rebates
	___________ 
	___________ 
	___________ 

	     Frequent flier miles
	___________ 
	___________ 
	___________ 

	     Insurance
	___________ 
	___________ 
	___________ 

	     Other
	___________ 
	___________ 
	___________ 


  


Q:5
Case Scenario
Rafael wants to buy a new CD player that costs $450. According to his budget, he can afford

              payments up to $62.00 per month. Which of the three credit cards you’ve found would you

              recommend that Rafael use to purchase the CD player? Why?

Back to Index
Group Project: How Much Does Debt Cost?
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· Although 55 million Americans pay off their credit card balances in full each month, 90 million Americans carry an average of $8000 in debt from month to month.

· Credit card companies print a required minimum payment on the bill – usually 2-2.5 percent of the outstanding balance.

· Most Americans do not know what interest rate they are actually paying. Nor are they aware that their interest rate can change in the course of their payment.

[image: image8.png]



Directions for Figuring the Cost of an Average Debt:
Using the information you find at: [URL http://www.bankrate.com/calculators/managing-debt/minimum-payment-calculator.aspx   figure out how much repaying an $8000 credit card debt will cost at interest rates of 12 percent, 19 percent and 29 percent 

a) With only the required minimum monthly payment 
b) With a fixed payment of $250 (leave column for minimum payment blank)
c) With a fixed payment of $500 (leave column for minimum payment blank)
Note: Assume that your minimum payment is calculated at 2 percent. Be sure to choose EITHER "minimum payment" OR "fixed payment" before you click on "calculate." 

[image: image9.png]



Credit Card Repayment Chart
You are an American family determined to pay off your $8000 credit card debt. How long will it take? How much interest will you pay? (Remember: This chart is for debt you already have – it does not include any new debt you might incur during the period of repayment.) Be prepared to discuss your findings.

	Interest rate
	Minimum Payment
	Fixed Payment
	Number of months to pay off Debt
	Total Interest Paid on $8000

	12 percent
	 $160
	0
	 306
	 $7,544.97

	 
	 $160
	$250
	 39
	 $1689.92

	 
	 
	$500
	 
	 

	19 percent
	 
	0
	 
	 

	 
	 
	$250
	 
	 

	 
	 
	$500
	 
	 

	28 percent
	 
	0
	 
	 

	 
	 
	$250
	 
	 

	 
	 
	$500
	 
	 


Optional: Imagine that you have used a credit card to buy $900 in gifts for friends and family. Using the link below, calculate your repayment schedule.

[URL: http://www.bankrate.com/calculators/managing-debt/minimum-payment-calculator.aspx 
Back to Index
EXTRA ACTIVITIES

1. Making A Persuasive Statement
· Ask students to write a one-paragraph summary of what they believe is good or bad about credit cards

· Based upon this summary, information from the video and/or additional research, have students create a persuasive letter or cartoon that illustrates their viewpoint
VIDEO    http://www.pbs.org/wgbh/pages/frontline/shows/credit/view/
In "Secret History of the Credit Card," FRONTLINE® and The New York Times join forces to investigate an industry few Americans fully understand. In this one-hour report, correspondent Lowell Bergman uncovers the techniques used by the industry to earn record profits and get consumers to take on more debt.

"The almost magical convenience of plastic money is critical to our famously compulsive consumer economy," Bergman says. "With more than 641 million credit cards in circulation and accounting for an estimated $1.5 trillion of consumer spending, the U.S. economy has clearly gone plastic."

Video Activity:

Students will view the “Secret Life of the Credit Card” video  and then take the following credit card quiz base on the video.
Discuss answers in the class.

http://www.pbs.org/wgbh/pages/frontline/shows/credit/view/
1. How many credit cards does the average American family have?

a) 6.

b) 8.

c) 11.

2. Nearly 144 million Americans have general-purpose credit cards.^*

<#foot> Approximately how many of them pay off their bill *in full* each

month?

a) 55 million.

b) 90 million.

c) 115 million.

3 Approximately how many Americans pay only the *minimum* payment

required each month?

a) 15 million.

b) 35 million.

c) 50 million.

4. The industry jargon for someone who pays his or her bill in full

every month is:

a) a deadbeat.

b) a revolver.

c) a gamer.

5. The credit card debt that the average American family carries is

approximately:

a) $2,500.

b) $8,000.

c) $13,000.

6.How much notice must a credit card company give its customers when

changing the terms of the cardholder contract?

a) 60 days


b) 30 days.

c) 15 days.

7. Which of the following is likely to trigger the universal default

clause in a cardholder's contract (meaning the card issuer can raise

your APR automatically)?

a) You went over your credit limit on another card.

b) You failed to make a payment to another creditor.

c) You applied for and received a loan.

d) All of the above.

8). Who regulates the national banks which issue most of the credit

cards in the U.S. (banks such as Chase, MBNA and Citibank)?

a) The Office of the Comptroller of the Currency.

b) The Better Business Bureau.

c) The attorney general in each state.

9. If a person's credit card is stolen -- or the card number is stolen

-- and it is used by the thief to charge purchases (nothing else; this

is not a case of identity theft) the cardholder is obligated to:

a) Pay the credit card issuer $50 maximum.

b) Pay 5% of the purchases charged by the thief.

c) Pay the entire amount charged by the thief if the cardholder doesn't

notify the credit card company within three days of the theft.

10. What does a high FICO score indicate?

a) The individual is likely to pay his bills.

b) The individual is more likely to carry a debt.

c) The individual is more likely to cancel his credit card and seek a

better deal.

11). Why are there no legal limits on the amount of interest and fees

that banks can charge for a credit card?

a) Some states allow higher interest and fees than others.

b) Two U.S. Supreme Court decisions permit banks to charge what the

market will bear.

c) State usury laws permit them to do so.

* General-purpose credit cards include Visa, Mastercard, American

Express and Discover.

Answer to above quiz: 1.a 2.a 3.b 4.a 5.b 6.c 7.a 8.a 9.a 10.a 11.b

9-11 right: You probably have your FICO score memorized. You're a pro.

6-9 right: You clearly know your way around a credit card statement.

3-6 right: You need a crash course in personal finance. Thankfully we have a section just for you.

0-3 right: We suggest you dispose of your credit cards and use cash or barter as payment for the forseeable future. 

Extra Resources

Choosing a credit card | Complaints involving credit cards | Survey
Then have the students look at "Don't Jump at that Credit-Card Offer [3] " to read about things people should consider when they receive a new credit card offer.
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 Activity 2-Analyzing a Credit Report
Applies to Standards: 

9.2 Credit and Debt Management: All students will develop skills and strategies that promote personal and financial 

responsibility related to financial planning, savings, investment , and charitable giving in the global economy.

Brief Description:        **THERE ARE A VARIETY OF MATERIALS AND ACTIVITIES IN THIS LESSON PLAN – USE DISCRETION TO CHOOSE WHICH YOU WANT TO USE.                                                                                                                                                
Students will learn how important a good credit report is to an individual’s financial standing in the United States. A credit report summarizes an individual’s existing and past lines of credit. Credit Bureaus provide credit reports to potential lenders, employers and others upon request. It is a good idea to review your credit report now and then to make sure that it contains accurate information, because mistakes can hurt your financial life.

How to Teach It:
1. Discuss the information on a credit report
2. Teach the steps to correct an inaccurate credit report

3. Examine the importance of a good credit history

Example 1: Analyze information on credit report
Explain what a credit report is and what information is in your credit report. A credit report is a report about you the individual and your history in paying back money     that you borrowed. If you have borrowed money or if you have applied for a credit card, a personal loan or insurance, there is a credit report about you. A credit report contains the following information:

· Dates accounts were opened

· Types of accounts(revolving, installment loan, mortgages)

· Account balances and credit limits

· Payment history for each account, including late payments.

· Overdrawn checking accounts can also be listed. 

Start the Discussion 
To start a discussion with your students, ask some open-ended questions. Here are some examples you could use: 

• Have you ever looked at a credit report? Describe how you obtained it. Any surprises? 

• Why should you check your credit report? 

• Why would an employer or a landlord check your credit report? 

• How many times a year should you check your credit report? 

Discuss the basics about credit report with the students.
• Your credit report is the complete written version of your credit history. 

• You should review your credit report at least once a year to check for errors or fraud and definitely before making a big purchase like a house or a car. 

• You give others permission to look at your credit report when you do things like fill out a credit card application or apply to rent an apartment. 

• Many landlords do a credit check to decide if they can count on you to pay your rent. And some lenders study your credit report to decide whether or not to offer you credit. 

• An employer might check your credit rating when you apply for a job. If you have a good credit score it shows them that you’re responsible –- and more likely to be responsible on the job 

 Examine why it is important to check the information on your credit report regularly. Explain to students that a credit report may contain errors that may prevent them from getting loans approved. If the error is inaccurate they can take steps to correct the mistakes by contacting the three credit bureaus: Equifax, Experian and Trans Union. Individuals can request their free annual credit report online at www.annualcreditreport.com/.   

Back to Index
Credit Report – Supplemental Resources:

www.annualcreditreport.com
Credit & Debt Basics - About.com 

Credit & Debt - Young Money Magazine 

Debt Management- SmartMoney.com 

www.handsonbanking.com
Q:1                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            

Summary Questions: Have students complete the following questions to assess understanding of topic. Using sample credit report in next page, work together with students to explain each section of the credit report.

Understanding Your Credit Report and Credit History

	1. What is a credit report?
	

	2. What information is on my credit report?
	

	3. Who will look at my credit history?
	

	4. Name the 3 credit reporting agencies.
	

	5. Who will look at my credit history
	

	6. What are some of the advantages of a good credit report?
	


Back to Index
[image: image10.emf]
Section A shows information about you – your name, current and previous address, Social Security number, date of birth, and other information to identify you. 

Section B is called Public Record Information. In this area, you’ll see any information that is listed about you in the records of local, state, or federal courts. In this example you see a bankruptcy. 

Section C shows collection agency account information. If you fail to pay back one of your creditors, they may hire a collection agency to contact you. This is a company

 that specializes in collecting money to pay off debts

Section D shows your credit history. This is a list of all the places where you have credit – or used to have credit. These are called your accounts. The credit history section is divided into twelve columns. 

Section E, the last section of the credit report, is called Inquiries. This is a list of the companies that have requested a copy of your credit report for their review
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Example2-Correct an inaccurate credit report
Examine why it is important to check the information on your credit report regularly. Explain to students that a credit report may contain errors that may prevent them from getting loans approved. If the error is inaccurate they can take steps to correct the mistakes by contacting the three credit bureaus: Equifax, Experian and Trans Union. Individuals can request their free annual credit report online at www.annualcreditreport.com/.   To dispute an inaccurate entry on credit report, the following three major national credit reporting agencies offer online dispute processes on their web sites. Equifax    Experian   TransUnion. Review the following sample letter with students and direct them to the activity below. http://www.ftc.gov/bcp/edu/pubs/consumer/credit/cre21.pdf
Sample Dispute Letter 

	Date
Your Name 
Your Address, City, State, Zip Code 

Complaint Department
Name of Company
Address
City, State, Zip Code

Dear Sir or Madam: 

I am writing to dispute the following information in my file. I have circled the items I dispute on the attached copy of the report I received.

This item (identify item(s) disputed by name of source, such as creditors or tax court, and identify type of item, such as credit account, judgment, etc.) is (inaccurate or incomplete) because (describe what is inaccurate or incomplete and why). I am requesting that the item be removed (or request another specific change) to correct the information.

Enclosed are copies of (use this sentence if applicable and describe any enclosed documentation, such as payment records and court documents) supporting my position. Please reinvestigate this (these) matter(s) and (delete or correct) the disputed item(s) as soon as possible.

Sincerely, 
Your name 

Enclosures: (List what you are enclosing.)
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Q:2   Correct an Error on a Credit Report
Case Study: What will you do?

Directions: Groups will review the case and answer the questions that follow.

Joseph began applying for loans to go to vocational school to become an auto mechanic. He went to the bank to begin the process.

While there, the loan officer saw that there were problems with Joseph’s credit. It seems that the credit report showed that Joseph was behind by more than 60 days in payments on two credit cards.

The only credit that Joseph has is for his car, and he has been very good with payments. When he purchased the car, his parents said that if he ever got behind in payments they would take the car from him. Joseph is now worried about what to do to correct what is on his credit report. Can you help him?

1. What steps should Joseph take to make corrections on his credit?

2. What could have happened if Joseph had not found the errors in his credit report so soon?

3. What if more time had passed before he did a credit check? What would happen then?

4. What would you do to make sure your credit is good at this time?

5. Do you think that it is important for people over age 16 to check their credit reports?

Q:3
Scenario: Finding an error Activity 
Instructions: 
Read Rachael's story and select the best possible option. Then for each option, write a few sentences about why the option was right or wrong for Rachael's situation. 

Rachael's Story 
Two months from now, Rachael plans to move out of her sister’s house and rent an apartment of her own. She realizes that any potential landlord will probably review a copy of her credit report. So Rachael requests a free copy to review herself. As she studies the report, she sees that it contains a major error. It says that she’s 120 days late in paying $1,275 to a national chain clothing store … where she’s never shopped! Given Rachael’s situation, which decision do you think is best for her? 

1. Don’t worry about the error. The credit bureau will fix it. Meanwhile, she can explain it. 
Should she choose this option? Why or why not? 

2. Contact the manager of the local clothing store. Ask her for a letter to show potential landlords. 
Should she choose this option? Why or why not? 

3. Contact the credit bureau immediately! Also contact the billing department of the clothing company. 
Should she choose this option? Why or why not?

Example 3:Examine the importance of a good credit history
 Examine why a good credit history is important to an individual’s future. Ask students why a good credit history could impact an individual’s future. Discuss responses and advise students that people could be approved for mortgages, car loans, college loans etc. Advise students that someone with a negative history may be denied loans or in some instances may be approved for a loan with a very high interest rate.
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Q 5  :  Students will create a flyer to educate the school population about the steps that should be taken to correct an inaccurate credit report entry.  See rubric for evaluation.
Extra Activities:

1. Credit Law Research: Students research and report back on the Equal Credit Opportunity Act. This act prohibits a creditor from considering sex, race, marital status, religion or natural origin, when deciding whether or not to give credit. A creditor, under this law, must also evaluate public assistance in the same way as other income.

2. Pros and cons of buying on Credit: Students write a reflective essay on the pros and cons of buying on credit and present their ideas to the rest of the class. A classroom blog can be created to post these essays.
Savvy Shopping Quiz   So how savvy are you at the mall? Take the Savvy Shopping Quiz to find out.

http://www.consumerjungle.org/games/credit-card-simulator - Simulate using a credit card to find out typical costs and fee structures.
Teacher’s Resource: Finding an error activity/suggested solutions: Activity 3
Rachael's Story 
Two months from now, Rachael plans to move out of her sister’s house and rent an apartment of her own. She realizes that any potential landlord will probably review a copy of her credit report. So Rachael requests a free copy to review herself. As she studies the report, she sees that it contains a major error. It says that she’s 120 days late in paying $1,275 to a national chain clothing store … where she’s never shopped! Given Rachael’s situation, which decision do you think is best for her? 
1. Don’t worry about the error. The credit bureau will fix it. Meanwhile, she can explain it. 
Consequences: 
Rachael thought the credit bureau would fix this on their own, but they didn't. She should have taken more responsibility because now the landlord thinks she can't pay her bills. 
Feedback: 
It was a good idea for Rachael to request the credit report, and it was smart to review it carefully. But when she found an error, she needed to take personal responsibility for getting the mistake corrected by contacting the credit bureau and the creditor right away
. 
2. Contact the manager of the local clothing store. Ask her for a letter to show potential landlords. 
Consequences: 
It took Rachael two weeks to track down the local store manager in-person. Although she agreed she’d never seen Rachael shop there, a letter from her won't solve anything. Rachael could have saved time by just calling the credit bureau first. 
Feedback: 
Sorry, this wasn’t the best advice. It was great for Rachael to take personal responsibility for correcting the error, but the best choice when you discover a mistake is to contact the credit bureau and the creditor in question. 
3. Contact the credit bureau immediately! Also contact the billing department of the clothing company. 
Consequences: 
Rachael called the credit bureau and filled out the dispute form on their site. She called the national customer service number for the store and it turned out they had her account confused with someone else by the same name. Everything is straightened out now. 
Feedback: 
Great advice! Rachael took personal responsibility for correcting the error and took action right away. Your suggestion helped her solve her problem and protect her good credit history.
Back to Index
	Rubric : Steps to follow to correct an errors on a credit report
	Name: 

	Criteria
	Exceeds  Expectations 

5 pts.
	Meets expectations

4 pts.
	Almost meets expectations

3 pts.
	Below expectations

2 pts.

	Directions

(See below)


	Followed all directions exactly.
	Almost followed directions.
	One or more items missing.
	Many items missing and/or late.

	Layout
	Extremely neat and easy to read.
	Neat and easy to read.
	Somewhat difficult to read.
	Very difficult to read.

	Illustration
	Adds to the understanding of the text. 
	Good but does not add much

meaning to the text.
	Has nothing to do with the text.
	None included.

	Grammar & Conventions
	Flyer contains no errors.
	Flyer contains one error.


	Flyer contains two or three errors.
	Flyer contains four or more errors.

	Content
	Clearly explains all the steps people should follow  to correct errors on credit report
	Explains some of the steps people should follow to correct errors on credit report
	Explains how people should correct an error on credit report
	Does not clearly explain the steps people should take to correct errors on credit report..

	Criteria Scores
	
	
	
	

	Total Points
	
	

	Directions – 

1. Research and create a flyer that lists the steps one should take to correct errors on a credit report.

2. Include at least one graphic. 

3. Print this sheet and staple it behind your flyer in the upper left-hand corner.  Make sure to write your name in the space at the top of this page.

4. Scoring:      20 = 100

                16 = 80

     19 = 95


15 = 75

     18 = 90


14 = 70

                                     17 = 85


13 = 65
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Activity3. –Rights of Consumers
Applies to Standards: 

                                          9.2. Credit and Debt Management: All students will develop skills and strategies that promote personal 

                                          and financial responsibility related to financial planning, savings, investment , and charitable giving

                                          in the global economy.

Brief Description:      **THERE ARE A VARIETY OF MATERIALS AND ACTIVITIES IN THIS LESSON – CHOOSE AT YOUR DISCRETION.

Students will be able to summarize the rights of consumers under the Fair Credit Reporting Act (FRCA) that protect consumers from fraudulent and deceptive practices like fraud and identity theft.
How to Teach It:         
1. Define credit card regulations and

2. Summarize the rights of consumers under the Fair Credit reporting Act (FCRA).

3. Discuss tips and techniques to avoid losing money to scams, fraud and identity theft 

Example:                       Begin the lesson by asking the students what they think “fraud” means. After they give their responses, give them the definition. Fraud is a crime. It involves deception and misrepresentation in order to make money. Then say “Let’s talk about credit regulations and why they exist. Then inform the students that there are specific credit card regulations and consumer rights that protect consumers from fraudulent practices. Direct the students to activity 1 to complete the Credit card regulations table.

Consumer Rights and Credit – Supplemental Resources:

http://www.protectyouridnow.org/IdentityQuiz.cfm
http://www.protectyouridnow.org/videos_new.cfm
http://www.ftc.gov/bcp/edu/microsites/idtheft/video/avoid-identity-theft-video.html (protect against identity theft)

www.handsonbanking.org
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Activity 1.                     Define credit regulations. Have students complete the following table.

                                                                                                                          Credit Card Regulations

	Term
	Definition

	1. Fraudulent practices
	

	2. Fraud
	

	3. Fair Credit Reporting Act (FCRA)
	

	4. Credit Reporting Bureau
	

	5. Consumer Credit Counseling Service (CCCS)
	

	6. Consumer reporting agency (CRA)
	

	7. Equal Credit Opportunity Act (ECOA)
	

	8. National Foundation for Credit Counseling (NFCC)
	


  Activity 2:        After discussing the functions of the Fair Credit Reporting Act (FCRA), direct students to the following website

                          www.ftc.gov/privacy/privacyinitiatives/credit.html . Direct them to summarize the rights of consumers under this act. Students will read, analyze and discuss aspects of the Fair Credit Reporting Act that will be important to them in the future.

Example: Discuss tips and techniques to avoid losing money to scams, fraud and identity theft

To start a discussion with your students, ask some open-ended questions. Here are some examples you could use: 

· What sorts of scams or frauds have you recently heard about? Have you ever been a target of one? 

· How do you currently protect yourself again fraud, scams and identity theft? 

· What would you do if you thought your identity had been stolen? 

Then, use these key points to help guide the group discussion. 

· You also need to understand fraud – the many ways in which dishonest people may try to take your money. 

· If criminals get their hands on your credit, debit, or ATM cards, or your personal financial information such as account numbers, passwords, or Social Security number, they can drain your bank accounts or make charges to your credit cards

· They might also commit a crime called identity theft by taking out loans and obtaining credits cards and even driver’s licenses in your name. 

· Millions of people have been identity theft victims in the United States. 

· Identity theft can seriously damage your credit and financial reputation, and it could take years to restore your good credit and name. Don’t let it happen to you! 

· To be a responsible consumer, learn to identify deceptive practices, follow wise buying habits, stay informed and seek redress for consumer problems.
Guide students to the following activity to test tips for keeping finances safe.

Back to Index
Activity 3:

Instructions: Have students read the list of tips (in the left column) for keeping their finances safe at home and online. Have them decide whether or not it is a good idea. Write "Yes" or "No" in the right column. Use answers for an open market discussion about financial safety tips.

	Tips for Keeping Your Finances Safe 
	Good idea? 

	Be wary of strangers you allow in. Keep sensitive data, credit cards, and checkbooks out of sight. 
	

	Keep credit offers you receive in the mail for one year – or until they expire. 
	

	Safely store copies of your driver’s license, credit cards, car registration, I.D. cards, etc. 
	

	Shred old and unnecessary financial documents, statements, and unwanted credit offers. 
	

	After you pay your taxes each year, be sure to shred all of your cancelled checks. 
	

	Don’t send personal information such as account numbers, credit card numbers, or PINs via email. 
	

	Select one credit card with a low credit limit to use for all your online purchases. 
	

	Immediately after you make a Web transaction, completely close your browser. 
	

	Each time you make an online purchase, use a different credit card to limit your risk. 
	

	Store your new and cancelled checks securely. 
	

	Turn off your computer when you’re not using it – don’t leave it in “sleep” mode. 
	

	Never download files or click on hyperlinks in emails from people or companies you don’t know. 
	

	Install a firewall, virus protection, and spyware on your computer and update them regularly. 
	

	Keep copies of your Social Security card, passport, and driver’s license next to your phone. 
	


Back to Index
Answers: y,n,y,y,n,y,y,y,n,y,y,y,y,n

Activity4: Instructions: Print an activity sheet without the answers and have students work in groups to brainstorm answers. Have students fill in tips and techniques they can use to keep safe while using the ATM, and their credit, debit and ATM cards. Have an open market discussion with students.

	At the ATM 
	Suggested Answers

• Example: Be alert and aware of your surroundings. 

• Avoid using an ATM in out-of-the-way or deserted areas. Use ATMs located inside banks or supermarkets in well-lit public areas. 

• If someone has tampered with the ATM, don’t use it. (A criminal may have attached a “skimmer” to steal your financial information.) If a suspicious person offers help with an ATM, refuse and leave. 

• Put your money and ATM card away before you leave the ATM. Always avoid showing your cash. Always verify that the amount you withdrew or deposited matches the amount printed on your receipt. Shred or destroy your ATM receipts before you throw them away. 



	Deal with loss and theft 
	• Report lost or stolen credit cards immediately to the issuing card company and report a lost debit card to your bank. 

• To respond quickly if your cards or ID are lost/stolen, make a chart that lists the credit card name, the financial institution, the account number, and the 24-hour customer service number. Be sure to store the list in a safe place. Never carry it with you. 



	Care for your card 
	• Sign your card on the signature panel as soon as you receive it. 

• Keep cards away from magnets (they can erase information on the cards' magnetic strip) 



	Treat cards like cash 
	• Protect cards as if they were cash – never let them out of your possession or control. 

• Don’t leave your credit cards in your car’s glove compartment. 

• Don’t lend your cards to anyone, even family or friends. You are responsible for their use. 

• Always be sure to take your ATM card out of the ATM. 



	PIN safety 
	• Never write down your PIN, especially on the back of your card. 

• Memorize it. Don’t write it down and carry it with you in case your wallet is ever stolen. 

• Never tell anyone your PIN. No one from a financial institution, the police, or a merchant should ask for your PIN. You are the only person who needs to know it. 

• When selecting a PIN, avoid picking a number that is easy for others to guess – for example, your name, telephone number, date of birth, or any combination of these. 

• When entering your PIN at the ATM or when making a point-of-sale purchase, cover the number pad so no one near you can see your PIN. Change your PIN from time to time. 


 Optional Activity-Credit Score
Applies to Standards: 

                                          9.2. Credit and Debt Management: All students will develop skills and strategies that promote personal 

                                          and financial responsibility related to financial planning, savings, investment , and charitable giving

                                          in the global economy.

Brief Description:
This lesson will show students how their credit score can affect their life and financial options. They will learn how their 

Credit score is determined and what they can do to help improve it. Since a credit score is a number that helps lenders and others predict how likely you are to make your credit payments on time, each score is based on the information then in your credit report

How to Teach It:

1. Describe how credit scores can affect their lives and financial options 

2. Understand how credit scores are determined 

3. Discuss tips and techniques to improve credit score 

4. Discuss what is predictive modeling and how it impacts credit scores . Explain how Scoring models process a customer’s credit history, loan application, customer data, etc., in order to rank-order individuals by their likelihood of making future credit payments on time.
FICO Score – Supplemental Resources:

www.vantagescore.experian.con
http://www.handsonbanking.org/
www.myfico.com/CreditEducation/ImproveYour Score.aspx
http://www.myfico.com/CreditEducation/WhatsInYourScore.aspx
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Example:
Start the Discussion 
To start a discussion with the students, ask some open-ended questions. Here are some examples you could use: 

· Do you know what your credit score is? 

· How can you check your credit score? 

· How do you know if your credit score is excellent, very good, good, or poor? 

· Which is better a low credit score or no credit history at all? Why do you think that way? 

· Name some ways that you have—or could—improve your credit score 

The Basics 
· In addition to your credit history, almost all lenders look at your credit score. 

· This is a number that indicates how reliable you are at paying back your debts. 

· A computer program analyzes your entire credit history and generates a single number or score, usually ranging from 300 to 850. 

· This score helps lenders decide if you’re a good credit risk or not. The higher the score, the lower the risk. 

· The higher your credit score, the better the interest rate lenders are likely to offer you – which could mean more money in your pocket! 

· The three largest credit bureaus in the United States are Equifax, Experian, and TransUnion.
Equifax (www.equifax.com) 

TransUnion (www.transunion.com) 

Experian (www.experian.com) 

Central credit report site is www.AnnualCreditReport.com 

· Here’s how credit scores might be grouped. 

              720 - 850= Excellent 

               680 – 719 = Good 

               640 – 679 = Fair 

               350 – 639 = Poor 

                    < 349   = No Credit

Additional Resources: http://whatsmyscore.org/downloads/pdf/credit_score_brochure.pdf
Supplemental Activity1. : How are credit scores determined? Students will go to website http://www.pueblo.gsa.gov/cic_text/money/creditscores/your.htm and research 5 parts of the FICO credit score . They will then prepare a pie chart to represent this information.   
Activity2: Tips for keeping credit score strong http://www.practicalmoneyskills.com/personalfinance/creditdebt/history/scores.php
      Discuss Tips to keep credit strong

· Monitor your credit report often.
· Pay down high balances on credit cards.
· Have 3-4 open credit card accounts.
· Don’t make late payments, and if you must be late, communicate with your lenders in advance
· Avoid obtaining new credit accounts 
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Activity-4- True Cost of credit
Applies to Standards: 

                                9.2:  Credit and Debt Management: All students will develop skills and strategies that promote personal 

                                            and financial responsibility related to financial planning, savings, investment , and charitable giving

                                            in the global economy.

Brief Description:      **THERE ARE A VARIETY OF ACTIVITIES IN THIS LESSON PLAN.  CHOOSE MATERIALS AT YOUR DISCRETION.

What do credit cards really cost? What are the factors that determine the cost of credit? Students will learn that using credit differs from paying in cash, by check, or by debit card.  Paying only the minimum due could mean you never pay off your credit cards for your entire life. In this lesson, students will also compute the cost of credit for a credit card and or for a mortgage using an online calculator

How to Teach It:        
· Discuss factors that determine the cost of credit and reasons why credit cost vary 

· Explain how to calculate the cost of credit using APR
· Compute the cost of a mortgage using an online calculator.
· Explain how credit standing can  impact the cost of credit

Cost of Credit – Supplemental Resources:

http://www.njcfe.org/
http://www.extension.org/pages/Credit_Card_Rules_for_Young_Adults
http://www.practicalmoneyskills.com/foreducators/lesson_plans/lev_3/L3Activities8.pdf
http://www.pbs.org/teachers/connect/resources/548/preview/
Example: 

Explain to the students that several factors determine how much you will pay for the use of credit. Explain each of the factors to the students using examples that they will be able to relate to. Some of these factors include:

                                Factors that contribute to credit costs and reasons why credit costs vary

	1. Method uses to compute finance charges
	Simple Interest Formula

APR formula

	2. Amount financed and length of time
	Longer to repay loan = more  you will pay in finance charges

	3. Source of credit
	Some lenders offer better credit plans than others

	4. Ability to repay debt
	High creditworthiness  gets you credit at reasonable rates

	5. Collateral
	When you buy an item that serves as collateral (security) you are taking out a secured loan. Secured loans have lower interest rates.

	6. Interest Rates
	Often affected by prime rates which are the rates that banks offer to their best customers, such as large corporations. Individuals pay higher rates since risk is greater to the lender. 

	7. Economic Conditions
	Lenders charge higher interest rates during inflationary economic periods.

	8. Type of credit or loan
	Fixed and variable rates. Lenders can raise rates for variable rates
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Activity1: Explain why credit costs vary

Students will answer the following questions

1. Explain how economic conditions affect the cost of credit

2. Explain the difference between a fixed-rate loan and a variable-rate loan. Which is better for most purchases? Why?

3. Research credit card billing methods and answer the following question.

If two credit card offers were identical except for the billing method, which of these would you choose: adjusted balance

 method, previous balance method, or average daily balance method? Explain.

Example: 

Start the lesson by asking the students if they have ever borrowed money from a friend or family member. Ask if they paid interest. If not, explain that the cost of borrowing was zero, but in the real world, borrowing has costs.. After evaluating their responses, explain that the cost of credit depends on the following factors:

· How much you borrow  (Principal)

·  How long you take to repay it (Time).
· The rate of interest

· Any fees and other charges

Explain that credit card interest rates, also called APR, can take the "deal" out of any purchase if you don't pay your bill in full each month or just pay the minimum balance. The minimum payment due is about 2 to 4 percent of the total balance. Think about this: even with a 10 percent interest rate, a comparatively favorable APR, your minimum monthly payment wouldn't cover all the interest charged on that balance. 
Review the following APR calculation with students

APR: To calculate the finance charge, use the following formula

Finance Charge = Total Price Paid – Cash Price

APR = 2 x n x f
            P (N + 1)

Where:

N= # of pmt periods in one year

F=  finance charge

P = principal or amount borrowed

N = total number of pmts to pay off amount 

Ex. The Smiths are buying a new sofa. The cash price is $800. They decide to pay for it with an installment loan rather than with cash. 

They put $100 down and borrow $700. They will pay off the loan in 12 monthly payments (in a year) of $66 each. To determine their APR,

You must first use the above formula to calculate their finance charge.

Total Price Paid =   (12 pmts x $66) + $100 D/pmt = $892

Finance charge - $892 Total Price - $ 800 Cash Price = $92

Then use the finance charge in the APR formula above.

APR = 2 x12 pmts x $92 finance charge  =   $2, 208  = .2426 – 24.26 %
             $700 principal (12 pmts +1 )             $ 9,109    
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	Activity 2. Calculate the cost of credit using APR.

After reviewing the above example, have the students try and solve for finance charge and APR in the following case:

Mark and Diane bought a new refrigerator. The cash price was $1,200. They paid $49 down and borrowed $1,151, which they will repay in payments of $49 per month for the next 27 months.

Answer: Finance charge =$172    APR = 121.81%


	
	


Activity4:

Have the students research and answer the following questions.

1. What are some things that you can do to maintain a good credit rating?

2. What can you do to improve your credit rating or score?

3. Explain the purpose of credit ratings and credit scores. Who uses them and why?

Example: Compute the cost of a mortgage using an online calculator. 

 Model how to compute the cost of a mortgage using an online calculator using the following example.
                                    http://www.practicalmoneyskills.com/personalfinance/creditdebt/cards/costofcredit.php
Back to Index
                                       [image: image11.png]The True Cost of Credit Card Purchases - Windows Internet Explorer,

Fle Edt View Favortes Took Help

G+ [22 et proctcsimaneysts,compersonalnanceredtebcarcsicostre.she

9 [uneThe True Cost of Credk CordPurchases ]

Credit & Debt The True Cost of Credit Card Purchases Fotiowus 3 B

Ifyou don'tpay offyour credit card balance every montn, the interest assessed on your account
Credit Cards

‘See how much extra you might pay on  $1,000 creditcard purchase with vanying nterest rales:  Understanding Cred Costs
Choosing a Cred Card

CreditHistory our Credt Report
HE “This is the annual interest rate on your credit card.

Identty Theft e T
Saving & Spending This includes paying just the minimum montly Credit Scores
payment,calculated in s example s $40.

CreditCard Calcultor
S5 Number of Months to Pay Off Purchase Amount®

Budgeting “This is how long itwill ake you to pay of the entire:
Banking balanee:

Life Events

The Three C's of Credi

‘Smart Money Quiz Show

Total Finance Charge Test Your Knowledge: Credi Cards.
Thisis the total amount of money you will payjust  $126  $207
‘Saving for College [zl

Buying a Car Total Cost
This is the final amount you will pay for your $1126  $1207

it o e e 0ot lesson plans?

Employer Provided Benefits
Renting an Apariment

Buying a Home Free Lesson Plans

L Teachers -find classroom
Divorce resources for all ages in our
e Educators section.

@ et

The True




Activity5.Using online calculator, students will calculate cost of loan or mortgage.
 Use an online calculator to determine for each scenario how long it would take to pay off the balance                                     and how much interest you would pay in the process. Class discussion.

	Amount Owed
	Monthly Charges
	Monthly payments
	Annual Interest Rate
	Annual Fee
	Total Interest Expense
	Time To Pay off Debt

	$ 2,000
	$150
	$350
	19%
	0
	
	

	$2,000
	$150
	$350
	7%
	0
	
	

	$2,000
	$150
	$450
	7%
	0
	
	

	$2,000
	$100
	$350
	7%
	0
	
	


Directions:           Go to www.creditcards.com. Then under Tools, click ”Credit Card Calculators.” .

                              Click “What Will it take to pay off my current balance?”

a. Input the information from the first two, click “calculate”. Note the total interest expenses and time to [ay off the debt.

b. Click “inputs”. Change the annual interest rate to 7%. Click “calculate”. Note the total interest expenses and time

to pay off the debt.

c. Click “inputs”. Change the monthly payments to $450. Click “calculate”. Note the total interest expenses

And time to pay off the debt.

d. Click “inputs”. Decrease the monthly payments to $350 and reduce the monthly charges to $100. Note the 

total interest expenses and time to pay off the debt.                                     
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Activity-5 Personal Bankruptcy
Applies to Standards: 

                                          9.2. Credit and Debt Management: All students will develop skills and strategies that promote personal 

                                          and financial responsibility related to financial planning, savings, investment , and charitable giving

                                          in the global economy.

Brief Description:
In this lesson students will learn that filing for personal bankruptcy grants the debtor debt relief, but affects the debtor’s creditworthiness negatively and that bankruptcies will remain on a credit report for up to ten years. Students will review the financial management skills that can help people avoid the path to bankruptcy. They will also be able to distinguish between chapter 7 and chapter 13 bankruptcy and  discuss the life situations beyond one’s control that provide few options other than bankruptcy protection..

How to Teach It:

1. Examine some of the “warning signs” of financial signs that could lead to bankruptcy. Explain that bankruptcy is a last resort solution to credit problems. Reasons for bankruptcy include job loss, failure to budget, injury/illness etc.
2. List strategies to help avoid bankruptcy.

3. Explain how credit counseling can help to avoid bankruptcy.

4. Differentiate between chapter 7 and Chapter 13 bankruptcy and how it affects the individual.

5. Help students to evaluate the impact of bankruptcy on one’s credit and financial goals. Explain that some of the consequences

Include damaged credit, loss of property; you may not qualify for liquidation etc.
Personal Bankruptcy – Supplemental Resources:

http://www.bankruptcyaction.com/chapter13.htm
http://www.uscourts.gov/FederalCourts/Bankruptcy/BankruptcyBasics/Chapter13.aspx
                      Activity 1:
1. Read the following scenario to the class:

“Emily and Greg came home after work one day to discover that their electricity and water had been cut off. To make matters  worse, their cell phones were disconnected and their car payments was overdue. Now, for the first time, they realized just how badly their expenses had exceeded their income.”

a. Ask students to discuss their interpretation of the scenario. What is the mismatch in the scenario (More debts than income to cover the debts). Do you think there were warning signs before the electricity, cell phone, water was cit off? Do you think that Emily and Greg realized that something was wrong in their financial life when they lost these basic services? Review with students how sometimes credit is used unwisely and people find themselves with more bills than their income will cover.
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b. Divide the students into small groups and have them list what could be seen as bad debt indicators or warning signs.

Then discuss the following sample indicators with them.

· Paying bills with cash advances(on credit cards)

· Paying only the minimum amount due on a credit card

· Missing payments on utilities or charge cards

· Bouncing checks

· Buying groceries and other basic needs on credit cards

· Depleting savings account or taking out retirement funds for day-to –day expenses

· Returning items to the store (to obtain cash)

· Looking for second income to pay down debts

· Missing work after sick day benefits have all been used (too depressed to work)

· Thinking about “debt consolidation”

· Borrowing money from family and friends

· Mounting and unpaid medical bills

· ATM card rejected

· Cell phone, cable TV, and Internet link cut off

Activity 2
Ask students to discuss in small groups credit repair for people whose level of debt cannot be reduced with their income. Ask students to research and list at least 5 solutions. A sample list of strategies to avoid bankruptcy should include:

· Watch spending and credit debt so problems don’t happen

· Contact creditors directly, explain the situation, and ask for reduced payment options

· Budget carefully so that creditors can be paid each month

· Contact a credit counseling service and ask for advice

· File for bankruptcy (last resort) Note Bankruptcy remain on credit reports for up to 10 years.

Activity 3
Inform students that credit counseling is a service tom help consumers manage their debt load and credit more wisely. Counselors provide budgeting advice and work with creditors to create a payment plan consumers can afford..

Have students visit the following site www.usdoj.gov/ust/eo/bapcpa/ccde/cc_approved.htm  and research the Important Questions to Ask When Choosing a Credit Counselor
Activity 4
Ask students to define chapter 7 and chapter 13 bankruptcy and be able to explain and give examples to classmates.
Answer: Chapter 7 Liquidation is a type of bankruptcy, also known as straight bankruptcy, in which the debtor gives up property and has debts discharged.). Chapter 13 Wage earner Plan, is a type of bankruptcy in which the debtor repays part or all of the unsecured debt over a set time period; then remaining debts are discharged.
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Activity 5

Provide time for students to research and report on the following four tasks. Although individual reports will vary in content, the key points below will help evaluate the work of students.

	TASK 1
	TASK 2

	Develop a list of credit repair services that could help people avoid bankruptcy. Use the list to prepare an oral report to present to the class.

Answer:

Paying down credit cards, debt counseling, tight budgeting, increasing income with additional employment, payment bills on time.)
	A “fresh start” is not always what happens after filing for bankruptcy. Describe the negative impacts that can follow a person after he or she files for bankruptcy.

Answer:

Bankruptcy appears on credit reports for up to ten years. People who have filed for bankruptcy can find it difficult to rent housing, get consumer loans, or buy property. It may even affect their employment status.

	TASK 3
	TASK 4

	One bankruptcy attorney uses the following statements to advertise services;”…The Congress of the United States passed bankruptcy laws because the economy benefits when people are given the opportunity to be free of excessive debts  and a chance to try again”. Do you agree with this statement? Provide reasons in your opinion essay.


	Research the difference between a Chapter 7 and Chapter 13 bankruptcy.

Be prepared to discuss the term “means test” and how it relates to bankruptcy filings.


Extra Activity

1. Students will research a famous person (sports, entertaining etc) who has filed for bankruptcy. How did bankruptcy affect his or her life?

2. Research the 20/10 Rule. Does it apply to all types of credit? Explain.

3. Explain how the 20/10 Rule is helpful as an individual manages his or her use of credit. Why is it important for consumers to consider credit management/
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Debt warning signs and tips 
Reducing your debt 
If the amount you owe others is at an uncomfortable level, you’re not alone. Millions of Americans have spent too much on credit and then learned – the hard way – how difficult it can be to pay it off. If you find you’re having difficulty making payments, here are some tips for lowering your debt and getting your finances under control: 

• Contact your creditors. Contact your creditors and discuss payment schedules that you can afford. Try to get your rate lowered or a different payment plan worked out. Creditors will want to work with you to find a payment solution. Follow-through on your commitment by making your payments on time, as agreed. 

• Don’t take on any new debt. Stop using your credit cards. Say no to offers for credit cards, debt consolidation, and second mortgages. 

• Make a written plan. Make a list of all your bills and their amounts. Review your budget and determine the total amount you can afford to repay each month. Set a date when each bill can be paid. Remember, even though it pays to get out debt quickly, keep sufficient savings to cover several months of living expenses in case of an emergency. 

• Pay off your highest interest rate debts first. To get out of debt more rapidly, first pay down the balances of loans or credit cards that charge the highest interest, while paying at least the minimum due on your other debts. Once the highest interest debt is paid off, start on the next highest, and so on. 

• Make more than the minimum monthly payment on credit cards. You will save lots of money on interest and reduce or eliminate your debt much sooner. 

• Be aware of credit card rates and fees. Educate yourself about the annual fees, current interest rates, finance charges, cash-advance fees, late fees, penalty pricing and any other fees tied to your card. This knowledge can help you make better decisions about which card to use and how to manage your card. 

• Cash advances can be trouble! Only get a cash advance when it is absolutely necessary. Higher interest rates (than you’re paying for card purchases) are usually charged, and the rates are put into effect immediately, without a 30-day grace period. Most banks also charge a service fee based on how much cash you’re withdrawing. The same applies to personalized “checks” some credit card companies may send you. 

• Transfer balances to cards with lower interest rates. Find credit cards that offer a low introductory rate (usually for six months), and transfer the balance from your previous credit card to that credit card. Before you take this step, however, make sure that, after the introductory rate has expired, the new card offers the same (or lower) interest rate as your current card. 

• Ask for help. Many nonprofit debt counseling centers across the country will advise you for a low fee or at no charge. Contact the Consumer Credit Counseling Service in your area. (Check the White Pages in your phone book.) They can often help you work out a repayment plan with your creditors. 

• Don’t give up. Reducing your debt is challenging, but don’t stop trying. It’s one of the most important things you can do for a better financial future.

DEBT WARNING SIGNS & TIPS 
Twenty warning signs of financial trouble 
1. You’re always late in paying your bills. 

2. Your checking account is frequently overdrawn. 

3. You race to deposit your paycheck because you’ve already written checks that require the money in your paycheck. 

4. A small reduction in your income or an unusual expense would make you unable to pay all of your monthly bills. 

5. Your credit accounts are usually at their maximum limits. 

6. You apply for more credit cards because you have reached the limit on the ones you have. 

7. You are spending more than 20% of your take-home pay on credit payments (not counting your rent or mortgage). 

8. Your loan or credit card balances stay the same or go up each month. 

9. You can make only minimum payments on your revolving charge accounts. 

10. It takes you 60 or even 90 days to cover bills you once could pay monthly. 

11. You don’t have a savings account, or have stopped making deposits to it. 

12. You are always worried about your debts. 

13. You argue with your spouse or partner over bills. 

14. You’re still paying off purchases you made a year ago. 

15. You use savings or credit cards to cover everyday living expenses, such as groceries. 

16. You sometimes wonder why you made certain purchases. 

17. You juggle payments to keep creditors satisfied. 

18. You ignore the mail or telephone to avoid dealing with creditors. 

19. You put off medical and dental visits because you cannot pay the bill. 

20. You feel free to spend more after clearing up a debt.
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Activity 6-Corporate Bankruptcy
Applies to Standards: 

                                    9.2 Personal Financial Literacy                                                                              

Brief Description:
Students will be able to understand that the fate of a corporation in bankruptcy  is determined by federal bankruptcy laws, whether it goes out of business or is reorganized in order to recover from crippling debt. The bankrupt corporation (i.e., "the debtor") can use Chapter 7 of the Bankruptcy Code to liquidate or Chapter 11 to reorganize the business in hopes of turning things around and becoming profitable again

How to Teach It:
1. Discuss what debts are discharged in corporate bankruptcy? http://smallbusiness.dnb.com/buying-exiting-businesses/exiting-a-business-bankruptcy/2975484-1.html 
2. Examine creditors rights in bankruptcy http://www.allbusiness.com/buying-exiting-businesses/exiting-a-business-bankruptcy/3852921-1.html
3. Explain that bankruptcy laws help people who can no longer pay their creditors get a fresh start by liquidating assets to pay their debts or by creating a repayment plan. Bankruptcy laws also protect troubled businesses and provide for orderly distributions to business creditors through reorganization or liquidation. Most cases are filed under the three main chapters of the Bankruptcy Code – Chapter 7, Chapter 11, and Chapter 13. Federal courts have exclusive jurisdiction over bankruptcy cases. This means that a bankruptcy case cannot be filed in a state
4. Discuss federal bankruptcy law. http://www.uscourts.gov/FederalCourts/Bankruptcy/BankruptcyBasics/Chapter11.aspx
5. Discuss the process of what happens when a corporation files for bankruptcy http://www.allbusiness.com/buying-exiting-businesses/exiting-a-business-bankruptcy/2976053-1.html
Business Bankruptcy – Supplemental Resources:

www.uscourts.gov/bankruptcycourts.html.

www.consumerfed.org
www.nolo.com
www.usdoj.gov/ust
http://www.allbusiness.com/buying-exiting-businesses/exiting-a-business-bankruptcy/2976053-1.html
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Activities                         
1. Students will compare debts that can be included and not included in bankruptcy and discuss in class.

             http://www.ehow.com/about_5192279_debts-can-included-bankruptcy_.html
             http://www.ehow.com/list_5946008_debts-cannot-included-chapter-bankruptcy_.html
Develop a list of creditor’s rights in bankruptcy and prepare an oral report to present to the class. See rubric
2. Students research where bankruptcy cases are filed in their Town.

3. Outline the steps that a person should take to file chapter 7, chapter13 and chapter 11 bankruptcies.

4. Present in an informational brochure or PP presentation.

5. Groups will read article on BP”S financial position in light of the oil spill from the NY times and based on their knowledge on  Bankruptcy, will advice them whether they should use Chapter 7 of the bankruptcy code to liquidate or chapter 11 bankruptcy code to reorganize the business in order to become profitable again. http://www.nytimes.com/2010/07/10/us/10bp.html
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Activity- Consumer Protection 

Applies to Standards: 9.2 Financial Literacy
Brief Description:
    Students will learn that financial fraud consists of crimes related to credit card accounts, electronic fund transfers, identify theft.    Financial fraud also includes other unauthorized uses of bank, credit, Social Security, or investment accounts.  Since the 1930s, Congress has passed many laws to protect consumers from unsafe products and unfair or deceptive business practices.  These laws help ensure that consumers get quality goods and services for their hard-earned dollars.

How to Teach It:

The teacher will discuss with the class: 

· How often do you receive spam or phishing e-mails? How do you handle these cases?

· What is identity theft?

· Do you know of anyone who has had his or her identity stolen?  What steps did the victim have to take to undo the damage?

· Name and explain at least three tactics used by identity thieves to obtain information. 

· Discuss steps you can take to safeguard your personal information.
Introduce

· Have students close their eyes for a moment. Tell them to imagine the following scene: It's the big day! You arrive at your state motor vehicle office, several forms of identification in hand, ready to get your driver's license. The official tells you that a driver's license has already been issued to a person with your name and Social Security number, so you cannot get one. 
· Have students open their eyes and ask: How are you feeling? (upset, depressed, scared, angry, disappointed, confused) 

· Tell students that today you will explore the problem called identity theft. 




Teach 1: Analyze the Problem

· Divide the class into small groups. Distribute one copy of “Identitiy Theft – Victim’s Stories” to each group and have students each read a story or read one in pairs. 

· Students should record how they would proceed in each situation.  They should write down how they think the victim should resolve their problem. 

· Allow the groups to present to the rest of the class their findings.  Students from different groups may have different opinions about how to proceed.  These differences should facilitate discussion. 
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Teach 2: Think About It

· Distribute “Get The Facts” sheet. Have students read and discuss each section. This sheet provides an overview of identity theft. 

· Have students refer to the questions they came up with in discussion and determine which ones were answered and which ones were not. 

· If groups have unanswered or additional questions, allow them to seek answers by planning and carrying out online research at the Federal Trade Commission's Identity Theft Site, the National Cyber Security Alliance's site called Stay Safe Online, or Bank of America's Helpful Tips: Identity Theft. 

· If any group completes its research before the others, have those students visit the Federal Trade Commission's Your Access to Free Credit Reports page to learn how to order a free credit report. Then have the students in that group present what they learned to the rest of the class. 

Teach 3: Find Solutions

Review with students the Be CyberSmart! tips. Then have them add more tips to the list based on what they learned in class and their research on their essential questions. 

Teach 4: Take Action

Have students brainstorm ways to communicate messages about online identity theft that they can use to remind themselves and their families when they go online. They may choose to make their own videos, posters, cartoons, or reminders on sticky notes. To inspire their creativity, allow students to view the popular Citibank Identity theft commercials.

The following items assess student mastery of the lesson objectives.

· Ask: What does it mean to have your identity stolen, and how does it happen online? 

· Ask:What are three ways that people can avoid online identity theft? 

· Ask: How can you remind family members about online identity theft prevention? 

Extend

For students who completed this lesson in a previous grade, have them play the online game from the U.S. government called ID Theft FaceOff! 

Consumer Protection - Supplemental Resources:

http://www.thirteen.org/edonline/lessons/fe_finance/index.html 

http://www.privacyrights.org/
http://www.consumersinternational.org/
http://www.cln.org/themes/protection.html
Flashcards:  Consumer Powers and Protections
www.Federalreserve.gov/pubs/brochure.htm
www.frbsf.org/consumer
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Identitiy Theft - Victims' Stories
Actual stories from ID Theft victims as reported through the Better Business Bureau’s online complaint form over the past 18 months. Personally identifying information has been deleted to respect the privacy of individual consumers. 
New York consumer 
On June 11th, I received a call at my home from a collection agency in Missouri. They stated that they were calling on behalf of (a phone company) and wanted to collect an outstanding bill due for services rendered. Upon questioning the caller, I soon realized I had been a victim of identity theft. I never lived at the address in question, nor had I ever known anyone who lived at the address. The next day, I contacted the New York State Troopers and Albany, New York, Police Department in an effort to file criminal charges. After filing formal charges, I was advised to contact (the phone company) in an effort to begin clearing my name of this outstanding balance. I left 5 messages with the Fraud Dept, all of which went unanswered. My husband then contacted the President's Hotline for (the phone company), a number provided by a customer service representative. We were then contacted by an 'Escalations Manager' from (the company). We were advised by this person that identity theft is becoming common. When we asked what the process was for establishing a phone line, we were told that a person could establish a phone line using someone else's social security number." (This story posted online on 06/06/05)
Louisiana consumer 
"I received a copy of my credit report and in 94 and 96 (a credit card issuer) has me down for having a... card with multiple late payments. I have never had a... card... I did not nor ever have had a card with this company. Either it is identity theft or they messed up somewhere. I want this removed from my record and a letter of apology from this company. Who ever was issued this card was not me. I was denied a credit card from my bank because of this issue." (This story posted online on 05/12/05)
Nevada consumer 
"On May 23, 2003 I gave my name, date of birth, social security number and address to (an individual) to run my credit report. Next day he called me and said that I'm qualified to buy a vehicle. I told him that I don't want to buy anything, that's why I didn't sign any applications and didn't give my picture ID. In June of 2002, I received a letter from (a bank) that I have a loan of (over $26,000) and I must make payments on it. I called (the company) and found out that the dealership sold a motorcycle to someone else using my personal information and credit. The other person is not making payments to the bank, and (the bank) ruined my credit report. I went to (the) Metropolitan Police Department on October 12th and filed a report of identity theft. (The) Police Department appointed a detective . . . to investigate this case. I phoned (the dealership) again in March, but (the employee) refused to talk about this case and referred me to (the) dealership manager. After I talked to (the dealership manager) April 2nd and explained the situation, she ended the conversation with the promise take care of it." (This story posted online on 04/25/05)
Pennsylvania consumer 
"(The company) alleges an (over $ 17,000) balance on a (bank) credit card. In July of 2000, (the bank) contacted me for suspected identity theft which proved to be the case. The theft of my personal information was reported to multiple credit bureaus and all was resolved until (a collection agency) began to contact me. Today (the collection agency) threatened to put a lien against me. I contacted (the bank) and confirmed that they are aware of the identity theft and they show no open balance associated with my personal information. (The bank) suggested that we contact the Better Business Bureau, because they did not know who (the collection agency) was and were concerned that this was a case of extortion. There is no balance, there will be no payments, I want to receive no more calls, but most importantly, I want my name cleared. Please contact me when this has been resolved. I want my credit restored and no further contact from (the collection agency)." (This story posted online on 04/06/05)
Nevada consumer 
"They reported inaccurate information to the credit bureaus and I was trying to get them to clear up my account, as I have been a victim of identity theft. Instead of being willing to help, their agent accused me of lying and tried to 'entrap' me with intimidation, leading questions and 'bullying' techniques over the phone. He refuted the evidence that I had faxed to him and was, overall, incredibly rude. He did not have complete information and was trying to make me admit to criminal activity! I was shocked at his behavior and told him so. I also told him that I expected better and would report his company to the BBB. He said, 'Oh, I'm really scared!' and continued to be offensive in his tone and accusations. I am already traumatized by the damage inflicted upon my character and credit as a result of having my ID stolen two years ago. I have had to deal with some very ugly phone calls accusing me of illegal activity and now this! It was neither professional nor efficient. I understand that collection agencies must do their job and collect; however, what ever happened to professional courtesy and innocent before proven guilty?" (This story posted online on 03/28/05)
North Carolina consumer 
"Within the last month I have received correspondence from (a bank) telling my wife about her account. My wife has dementia and does not have the mental capacity to open an account. I have contacted (the bank's) customer service by phone on two different occasions and once by writing. Each time they said they would correct the problem. This last time, I was totally blown off and hung up on. I believe my wife may be a victim of identity theft for which (the bank) must take some responsibility. I need this matter corrected, and her name removed from any (bank) account." (This story posted online on 03/15/05)
Florida consumer 
"...I have been involved in a identity theft case. My name has been used by (another person) to obtain several credit cards. I have been able to work with the people involved in this matter. (One bank) cleared me of the debt because I proved that the application submitted to obtain credit was not sent in by me. This lady used the wrong social security number, and forged my signature. (The account) has been closed and no more purchases (have) been made on this account. (A gasoline company credit card) has been notified of the fraudulent use of a credit card. My existing problem is with (a bank). They continue calling me to harass me and to threaten me and force me to pay this debt that is not mine. I have copies of (the bank), as well as a copy of the application of credit submitted by this lady to (the bank), using a wrong social security number, wrong maiden name, and forg(ing) my signature. The last I heard of this lady, she was arrested in (Florida) and transported to the state of New Jersey. This situation is really jeopardizing my credit, and I would like to resolve this as quickly as possible." (This story posted online on 03/07/05)
Tennessee consumer 
"I have been contacted by this collection agency numerous times on all hours of the morning as well as on Sundays. I am being harassed about an unpaid debt that does not belong to me. I have notified the company that the account was opened fraudulently and that the name on the account does not belong to anyone in my household, however they continue to call asking for this person. I have filed a complaint of identity theft with my local police department and have notified all three major credit bureaus for a fraud alert. Client Services has been rude and insulting to me over the phone and has used foul and degrading language. I have tried to complain to a supervisor, however they fail to take any action in my favor. I have offered to give them the name of the Police Department to contact for further information about the person they are looking for, yet they refuse. They insist that I must fax them this info. I cannot afford to pay for the faxing of documents and long distance calls every time a debt collector calls me asking for the wrong person. I have not opened an account with this company, nor have I ever done business with them. . . I would like the company reprimanded for its behavior and business tactics as well as the phone calls and harassment to cease." (This story posted online on 02/07/05)
Illinois consumer 
"On May 8th, I received a letter from (a credit card company) in which they said my... account had been closed as of May 4, the same day the letter was dated. They said it was due to negative information on a... credit report. I received no notification from them prior to their decision. The negative information appeared, because I have been a victim of identity theft, and this was clearly noted on my report as of April 7. I learned about the problem just the week before that. A formal dispute was filed with (the credit reporting agency) on April 18. (The credit card company) said I had only 30 days from the date of their letter to send an updated report and clear everything up, even though the dispute process generally takes longer than this, and that only after the credit report has been received. When (the credit reporting agency) sent me a new report, all the accounts I disputed had been deleted, but another one has appeared that is also identity theft. We are now working through that case. Police reports have been filed on this account and on one other we discovered earlier. I explained all this to (the credit card company) - with whom I've had an account for 11 years, with no late payments" (This story posted online on 01/25/05)
Ohio consumer 
"Following is a copy of the letter I sent to (a phone company) on 4/30/03. I have cancelled service for my above referenced account because I no longer wish to do business with (this company). In February of this year someone stole my checking account information and used it to pay two SBC bills over the phone. (The company) accepted both payments, indicating that (its) payment system does not require verifying the information provided over the phone. I am appalled that payments can be made over the phone with just a routing and checking account number. This information can be easily obtained, and with the increase of identity theft and stolen credit cards, businesses... have become 'accomplices' by providing yet another way for criminals to victimize persons such as myself. To make matters worse, (the company) has been issued two subpoenas by the... Police Department, both of which have not been answered. I do not understand why (the company is) not able to provide the police with the necessary information." (This story posted online on 10/15/04)
Florida consumer 
"Letter received on January 28th informing us we owed $770.00 to (a cell phone company) for cell phones we do not have...someone took out an account using my wife's soc(ial) sec(urity) #...identity theft! Letter from (the collection agency) was unsigned and contained errors in name, zip code and address. (The collection company) evidently made no effort to determine if my wife actually opened such an account. Account opened in Kansas... zip code, etc of account indicates a person in (a town in) Kansas executed a contract using the soc sec # of my wife. How that was obtained, we don't know. Problems are: 1) unsigned letter demanding payment of large sum of money, 2) no background check made on our name, address, zip code, 3) phone conversation led my wife to feel she was 'guilty until proven innocent', 4) reported to credit bureaus prematurely. We have notified (the) local Sheriff in . . . Florida and filed a report of identity theft. My wife has never been to Kansas. We had cell phones thru (a different cell phone carrier) at the time of this letter from (the credit bureau). The letter was postmarked January 21st from New York. My training was to disregard unsigned letters.... but this is identity theft and places my wife's soc(ial) sec(urity) account in jeo(pardy)" (This story posted online on 10/11/04)
Illinois consumer 
"I am the victim of identity theft and I would like to send this complaint to the BBB regarding First Premier Bank. A couple of months ago a criminal opened a credit card under my name, SSN and birth date at (a bank) and used the card illegally. I found out that this happened, because I received a letter from (a gasoline credit card issuer) that this criminal was also trying to do the same. I received my credit reports and immediately called (the bank) to have the account closed. I also sent a letter requesting that I get written verification from (the bank) that the account was closed. My reason for this complaint is that I have never received verification from (the bank) and it has been over 3 months. I have made numerous telephone calls and was promised not only verification but a fraud affidavit. On one call to (the bank), I was talking with a 'supervisor' who insisted on having my (social security number). I told her that I was the victim of identity fraud and she told me that she could not even tell me if the account was closed unless I gave that number. The other credit card companies that the criminal opened accounts with were very helpful to me." (This story posted online on 09/27/04)
Kentucky consumer 
"My 9 year old daughter was a victim of identity theft through this organization. Someone used my daughter's Social Security Number to obtain unauthorized utilities in her name. (The) utility was unwilling to assist in my daughter's case in bringing the perpetrator to justice. The (utility company) informed me that they do not run checks on identification showed to them to ensure validity. The (utility company) informed me that it is easier and cheaper to write off utility losses than to investigate and prosecute cases of utility fraud/identity theft. I feel that this exemplifies poor public security and displays an ineptness towards individuals rights. My daughter was a victim and I am sure there are many more that will be victimized as long as companies refuse to stand up for laws that protect us." (This story posted online on 09/22/04)
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Safety and Security: Private Identity Information Online Identity Theft: Information is Power
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GET THE FACTSITY THEFT:
What is identity theft?

Identity theft happens when someone uses your private identity information and pretends they are you in order to get money or buy things or services for themselves. Identity thieves steal money out of bank accounts, purchase goods on credit cards, and may even borrow money from a bank by pretending to be you.

What information do identity thieves want?

Your full name, address, date of birth (DOB), a Social Security number, or a driver’s license.  passwords and credit card numbers are also useful, as are cell phone numbers.

How do online identity thieves get my information?

Identity thieves can find your information offline or online. Offline, they may steal mail to get your bank account number or call on the phone and pretend to be from your bank. Online, they may use phishing. This is when you or a family member receives an e-mail that looks exactly like one from your bank or other Web site you do business with. It may say that someone is trying to get access to your account or report that the bank needs information about you. It provides a link to a phony site

and asks you to verify your private information. The same kinds of requests are made using text message scams.  

In another kind of scam called pharming, you might accidentally download a bit of malicious code that will direct your browser to phony Web sites. When you use peer-to-peer (P2P) file sharing software in order to share music or movie files, you may also put private identity information on your computer at risk.

Why should I care when I have nothing worth stealing?

Teens and young children are targets for identity theft because they have no credit history. Once the thief uses your name to take out credit cards and bank loans, a history is begun. It’s not only the thief’s history, it’s yours. 

How do I know my identity has been stolen?

Not being able to get a driver’s license is a clear signal. So is getting pre-approved credit cards in

the mail when you don’t have a bank account or your first credit card. When identity thieves run

up big bills and then don’t pay them, the result is a bad credit history, which is something that

will hurt you when you try to take out your first credit card or get a college loan. Obtaining and

checking a free credit report once a year is a good way to detect identity theft.

What about online shopping?

Shopping online is convenient and allows you to compare prices. When you are ready to shop, type the address of the store into your browser, rather than following a link from an e-mail or pop-up window. If you find the item you want but have never heard of the seller, look for a phone number and then call to see if they answer the phone like a real business. Next read the store’s privacy policy to make sure they will handle your information with care. Before submitting your

name, address, and debit or credit card number, make sure the page on which you type your information is secure by looking for the locked padlock symbol at the bottom and/or 

top of your browser. You should also be able to read the “https” (the s means “secure”) in the address bar. 

BE CYBERSMART TIPS:  Your Social Security number (SSN) may be your most precious piece of identity information.

􀁳 Don’t ever give out your SSN—online or in person.

􀁳 Keep your SSN in a safe place. Never carry it with you or put the number in your cell phone or computer. 
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Activity- Credit Advice 

Applies to Standards: 9.2 Financial Literacy
Brief Description:
    Students will be able to identify how a personal credit report affects future financial decisions.

How to Teach It:
Teacher will inform the students that credit matters. Teacher will let students know that credit relationships exist primarily among the user of credit, the lender, and the providers of goods and services who accept credit for payment. Students will learn that consumer reporting agencies (CRAs), also known as credit bureaus that are in business of gathering and selling personal credit information.
Activity a:

Discuss issues of privacy and inaccurate information from a specific consumer reporting agency.  Ask students to consider when and how a prospective employer (or present employer) might obtain this information. 

Activity b:

In groups, have students read, analyze, and discuss aspects of the Fair Credit Reporting Act (FCRA) that will be import to them in the future.  The FCRA law pertains directly to the credit reports maintained by consumer reporting agencies (CRAs) – usually referred to as credit bureaus. 

  Activity c: 

Ask students if they have seen ads for credit repair companies on television or the Internet and, if so, what are the promises they offer? 
 Do some of the claims sound too good to be true?  How does a consumer know that a company is legitimate? (These companies can be checked out through the Better Business Bureau.) 

  Activity d:

Describe the nonprofit National Foundation for Credit Counseling (NFCC), which has agencies with local offices across the United States.  The agencies are called Consumer Credit Counseling Service (CCCS).  They assist people (for free or at a very low cost) to 
budget, manage financial problems, and help negotiate with creditors.  They develop debt repayment plans – offering an alternative for consumers who might be considering bankruptcy proceedings. 
Credit Advice – Supplemental Resources:

www.debtadvice.org
www.usdoj.gov/ust
www.nfcc.org
www.nolo.com
www.feedthepig.org
www.360financialliteracy.org
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Activity- Minors and Contracts 

Applies to Standards: 9.2 Financial Literacy
Brief Description:
    Students will list and explain the elements of a contract, identify what contracts minors can and cannot legally cancel; and list 


                and explain the rules regarding minors and contracts.
How to Teach It:
Begin the class by introducing yourself, briefly telling a little about what you do, if this is your first class. Introduce today's class by 



indicating that it will be on minors and contracts. Explain to students there are special laws regarding minors and contracts. Today, the 


class will review the rules in New Jersey. Note: This lesson assumes the teacher has already taught the elements of a contract and the 



difference between void and voidable contracts.

Projects: 
Handout A
Contracts – Supplemental Resources:

http://kidscontracts.com/
http://www.seniormag.com/legal/contractelements.htm
http://dictionary.law.com/Default.aspx?typed=contract&type=1&submit1.x=68&submit1.y=14
http://www.courts.wa.gov/education/
Activity 1:

 
Materials Needed:  One copy of Handout A (Can the Minor Cancel this Contract?) for each student and the Internet. 
Procedures: 

Pass out Handout A. Tell students they have 10 minutes to work in pairs to answer hypothetical one through four. Before conducting this activity, make sure that students understand the terms "void" and "voidable." 

· Void means that the contract has no legal effect; it is as if the contract never existed. 

· Voidable means that the contract can be declared invalid if one party chooses to do so. Contracts by minors for items that are not necessities are voidable. This means that minors can disaffirm their contracts provided that the contracts are not for necessities. When minors disaffirm their contracts, the contracts become invalid in most cases.

Use of Handout A is to test for students' present knowledge of minors and contract law and to use the debriefing as a way to educate students about the law.  Debrief by getting all the pairs who answered hypothetical one to report their answers and their reasons. Then report the state of law in New Jersey on that particular hypothetical. Continue on with student answers to hypothetical two, and report on the state of the law in New Jersey and so on through the hypothetical situations. 
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Handout A
Can The Minor Cancel This Contract?

Directions: Read the hypotheticals that follow and decide whether the minor can void the contract (get out of the contract without a penalty). Give your reasons. 

1. Dan, who is 17 years old but looks like he is 20 years old, signs a contract for a $1,000 stereo system from Cascade Stereo. The contract requires him to put $300 down and pay $50 monthly. He puts his $300 down and after two weeks decides he wants out of the contract. Can he legally do this? Give your reasons. 
2. Judy, who is 13, ran away from home and took her mother's credit card. She had no food or place to stay. She paid for a motel and some food with the credit card. Now, she wants to get out of these contracts. Can she do this and get a refund from the motel and stores where she bought the food? Give your reasons. 
3. George, at 17, buys a used car on credit, agreeing to pay $50 each month for three years. When he turns 19, two years after signing the contract for the car, he decides to get out of the contract and get his money back. Can he do that? Give your reasons. 
4. Miriam, who is 17, set up her own business making T-shirts. She took and filled many orders for sets of T-shirts. She now wants to get out of the contracts she hasn't filled because she has spent the money on other things and doesn't have enough money to produce the T-shirts. Can she do that? Give your reasons. 
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Activity- Advertising 

Why do companies spend millions of dollars advertising their products? Provide an example of a product you purchased based solely on an advertisement.

Activity A: List three types of media that sellers can use to help create demand for a product. 
Activity B: List three things you can do before you shop to improve your buying power. 

Watch television for one-half hour.  During that period, write down every ad (commercial) you watch. For each ad, describe the people you think are in its target audience.  Then tell whether the appeal is logical (to meet real needs) or emotional (to convince people they need a product).  Tell whether or not you think the ad is effective, and explain why.

Activity C:  Analyze the use of propaganda techniques and other manipulative methods in advertising.  

· Introduction discussion – how does advertising shape our culture?  How does it shape what we perceive to be attractive, stylish, romantic, etc.?  How have ads shaped you and how you choose to dress or what you perceive as cool?
· Discussion question – is advertising dangerous to people?  Does it cause social harm?

· Create your own ad and analyze propaganda
OPTIONAL ACTIVITY:

· Debate topic – Should the US federal government ban advertising toward children under the age of 8?  

· Other countries like Belgium have instituted these bans

· Studies have shown that parents are little match for the thousands of images kids see daily through TV, billboards, advertisements on shirts, toys, Happy Meals, etc.
· Courts have consistently held that bans on advertising violate the First Amendment rights of corporations
· What are the implications of this interpretation of the law?
Supplemental Resources:

www.marketresearch.com 

http://www.marketingteacher.com/lesson-store/lesson-consumer-buyer-behaviour.html
http://findarticles.com/p/articles/mi_m1272/is_2650_128/ai_55149342/
http://www.cliffsnotes.com/study_guide/The-Role-and-Influence-of-Mass-Media.topicArticleId-26957,articleId-26946.html
Marketing Assignment

OBJ:  Students will recognize marketing techniques and use of propaganda techniques in marketing after picking and analyzing two advertisements.

Instructions:

· Find 1 advertisement that you think is at least somewhat deceptive

· Copy and paste the advertisement or the link to the advertisement into a document

· List and explain which propaganda techniques are used and how they are used

· Identify the target market – the audience you think the marketers are trying to reach

· Identify publications or television shows you might run this ad on to reach your target market

· Next, find 1 advertisement you think is somewhat straightforward and honest

· Explain why you think the ad is not deceptive

· Identify the target market – the audience you think the marketers are trying to reach

· Identify publications or television shows you might run this ad on to reach your target market
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PROPAGANDA TECHNIQUES

http://library.thinkquest.org/C0111500/proptech.htm
Assertion: 

Assertion is commonly used in advertising and modern propaganda. An assertion is an enthusiastic or energetic statement presented as a fact, although it is not necessarily true. They often imply that the statement requires no explanation or back up, but that it should merely be accepted without question. Examples of assertion, although somewhat scarce in wartime propaganda, can be found often in modern advertising propaganda. Any time an advertiser states that their product is the best without providing evidence for this, they are using an assertion. The subject, ideally, should simply agree to the statement without searching for additional information or reasoning. Assertions, although usually simple to spot, are often dangerous forms of propaganda because they often include falsehoods or lies.

Bandwagon:
Bandwagon is one of the most common techniques in both wartime and peacetime and plays an important part in modern advertising. Bandwagon is also one of the seven main propaganda techniques identified by the Institute for Propaganda Analysis in 1938. Bandwagon is an appeal to the subject to follow the crowd, to join in because others are doing so as well. Bandwagon propaganda is, essentially, trying to convince the subject that one side is the winning side, because more people have joined it. The subject is meant to believe that since so many people have joined, that victory is inevitable and defeat impossible. Since the average person always wants to be on the winning side, he or she is compelled to join in. However, in modern propaganda, bandwagon has taken a new twist. The subject is to be convinced by the propaganda that since everyone else is doing it, they will be left out if they do not. This is, effectively, the opposite of the other type of bandwagon, but usually provokes the same results. Subjects of bandwagon are compelled to join in because everyone else is doing so as well. When confronted with bandwagon propaganda, we should weigh the pros and cons of joining in independently from the amount of people who have already joined, and, as with most types of propaganda, we should seek more information.

Card stacking:
Card stacking, or selective omission, is one of the seven techniques identified by the IPA, or Institute for Propaganda Analysis. It involves only presenting information that is positive to an idea or proposal and omitting information contrary to it. Card stacking is used in almost all forms of propaganda, and is extremely effective in convincing the public. Although the majority of information presented by the card stacking approach is true, it is dangerous because it omits important information. The best way to deal with card stacking is to get more information.

Glittering Generalities:
Glittering generalities was one of the seven main propaganda techniques identified by the Institute for Propaganda Analysis in 1938. It also occurs very often in politics and political propaganda. Glittering generalities are words that have different positive meaning for individual subjects, but are linked to highly valued concepts. When these words are used, they demand approval without thinking, simply because such an important concept is involved. For example, when a person is asked to do something in "defense of democracy" they are more likely to agree. The concept of democracy has a positive connotation to them because it is linked to a concept that they value. Words often used as glittering generalities are honor, glory, love of country, and especially in the United States, freedom. When coming across with glittering generalities, we should especially consider the merits of the idea itself when separated from specific words.

Lesser of Two Evils:
The "lesser of two evils" technique tries to convince us of an idea or proposal by presenting it as the least offensive option. This technique is often implemented during wartime to convince people of the need for sacrifices or to justify difficult decisions. This technique is often accompanied by adding blame on an enemy country or political group. One idea or proposal is often depicted as one of the only options or paths. When confronted with this technique, the subject should consider the value of any proposal independently of those it is being compared with.

Name Calling:
Name calling occurs often in politics and wartime scenarios, but very seldom in advertising. It is another of the seven main techniques designated by the Institute for Propaganda Analysis. It is the use of derogatory language or words that carry a negative connotation when describing an enemy. The propaganda attempts to arouse prejudice among the public by labeling the target something that the public dislikes. Often, name calling is employed using sarcasm and ridicule, and shows up often in political cartoons or writings. When examining name calling propaganda, we should attempt to separate our feelings about the name and our feelings about the actual idea or proposal.

Pinpointing the Enemy:
Pinpointing the enemy is used extremely often during wartime, and also in political campaigns and debates. This is an attempt to simplify a complex situation by presenting one specific group or person as the enemy. Although there may be other factors involved the subject is urged to simply view the situation in terms of clear-cut right and wrong. When coming in contact with this technique, the subject should attempt to consider all other factors tied into the situation. As with almost all propaganda techniques, the subject should attempt to find more information on the topic. An informed person is much less susceptible to this sort of propaganda.

Plain Folks:
The plain folks propaganda technique was another of the seven main techniques identified by the IPA, or Institute for Propaganda Analysis. The plain folks device is an attempt by the propagandist to convince the public that his views reflect those of the common person and that they are also working for the benefit of the common person. The propagandist will often attempt to use the accent of a specific audience as well as using specific idioms or jokes. Also, the propagandist, especially during speeches, may attempt to increase the illusion through imperfect pronunciation, stuttering, and a more limited vocabulary. Errors such as these help add to the impression of sincerity and spontaneity. This technique is usually most effective when used with glittering generalities, in an attempt to convince the public that the propagandist views about highly valued ideas are similar to their own and therefore more valid. When confronted by this type of propaganda, the subject should consider the proposals and ideas separately from the personality of the presenter.

Simplification (Stereotyping):
Simplification is extremely similar to pinpointing the enemy, in that it often reduces a complex situation to a clear-cut choice involving good and evil. This technique is often useful in swaying uneducated audiences. When faced with simplification, it is often useful to examine other factors and pieces of the proposal or idea, and, as with all other forms of propaganda, it is essential to get more information.

Testimonials:
Testimonials are another of the seven main forms of propaganda identified by the Institute for Propaganda Analysis. Testimonials are quotations or endorsements, in or out of context, which attempt to connect a famous or respectable person with a product or item. Testimonials are very closely connected to the transfer technique, in that an attempt is made to connect an agreeable person to another item. Testimonials are often used in advertising and political campaigns. When coming across testimonials, the subject should consider the merits of the item or proposal independently of the person of organization giving the testimonial.

Transfer:
Transfer is another of the seven main propaganda terms first used by the Institute for Propaganda Analysis in 1938. Transfer is often used in politics and during wartime. It is an attempt to make the subject view a certain item in the same way as they view another item, to link the two in the subjects mind. Although this technique is often used to transfer negative feelings for one object to another, it can also be used in positive ways. By linking an item to something the subject respects or enjoys, positive feelings can be generated for it. However, in politics, transfer is most often used to transfer blame or bad feelings from one politician to another of his friends or party members, or even to the party itself. When confronted with propaganda using the transfer technique, we should question the merits or problems of the proposal or idea independently of convictions about other objects or proposals.
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UNIT 4 – 

SAVING AND INVESTING

Back to Index
Activity-What is an asset?-1
Applies to Standards: 

Standard 9.2 – Personal Financial Literacy

All students will develop skills and strategies that promote personal and financial responsibility related to financial planning, savings, investment, and charitable giving in the global economy
Brief Description:
This activity will be used to explain to students the basic vocabulary of investing – asset, equity, and liquidity.  The attached worksheet will teach and assess understanding and the ability to apply the vocabulary.

How to Teach It:

1. Introduce by reviewing some possible goals that students might have.  Emphasize that most goals are possible through diligence, planning, and some basic investment strategies.

2. Brief discussion – what is the difference between spending and investing money?  Key concept – investment is putting money into something that could potentially be worth more money in the future.  Investment accounts or properties are generally referred to as assets.  Items or services you buy to consume are not assets.

3. Introduce some different types of investments – house, car, a business, an education, stocks, bonds, etc.  Do all of these pay off immediately? Are all easily movable or transferable into cash?

4. Introduce concepts of equity and liquidity – how much an investment is worth and how easily movable it is.  Note that many investments take a long time to pay off and many are not easily converted into cash in the short term.

5. Hand out Worksheet.  Have the students test their understanding.

6. Review answers using the answer guide.

7. Possible homework assignment – have students look up 2-3 investment opportunities online or in a newspaper business section.  Who is a potential investor?  How long would it take for equity in the asset to rise considerably?  How liquid would the asset be?  Considering those factors, how would you rate the investment option on a risk scale (1 being most risky, 10 being least risky) and why?

Back to Index
What is an asset?


Worksheet

Asset – anything of value that a person owns that can be converted into cash.  Cash may also be considered an asset, unless you spend it on something that is not convertible to cash.

Equity – the cash value of a person’s assets

Liquidity – the ability of an asset to be easily and immediately exchangeable without losing any value.  Generally speaking, cash is the most liquid since it can be exchanged for anything else.

Check your understanding: Answer the following questions to demonstrate that you understand the above terms.
1. You inherit a house from a family member.  Is it an asset?

2. This house is worth $200,000.  How much equity do you have in the house?

3. There are a lot of similar houses for sale right now.  If you try to sell it, it may take a long time and you may not get the full $200,000.  Does the house have a high liquidity?  Why or why not?

4. You make $20 for helping a friend out.  Is this $20 an asset?  Why or why not?

5. Someone gives you a car that is worth $5000.  Is this an asset?  

6. A family member buys you a savings bond.  It is worth $500 today, but if you wait 10 years for it to mature, it will be worth $600.  Is this an asset?

7. You sell your most valuable possession from your childhood and use the money to buy candy and eat the candy.  Do you still have an asset?  If you plan to sell the candy for profit instead of eating it, do you have an asset?

8. You see a sign that a store is going out of business and must liquidate all of its assets.  What does this mean?  If they have to liquidate quickly, what should that mean in terms of the prices of their goods?

9. You make $150 per week from your job.  You take $25 per week for your cell phone, $20 per week for transportation, $65 per week for miscellaneous expenses like snacks, etc., and put the rest into a college fund that gains interest.  After a month, what is the value of your assets not including interest?

10. You get a gift of 3 shares of stock in Company X.  Each share is worth roughly $100 today.  The company’s stock has been on the rise for the last decade.  How much equity do you have right now in the stock?  If you keep it as an asset and the stocks grow 10% per year, how much could you liquidate the asset for in 10 years?
What is an asset?


Worksheet Answer Key

1. Answer – yes. A house can be sold for cash so it is an asset.

2. Answer - $200,000.  The house’s equity is based on its monetary value.  If a house is appraised (officially valued by an assessor) at $200,000, the equity is $200,000 (although expenses like hiring an agent, taxes, or other costs would reduce the actual amount of cash you would take in from selling the house).

3.  Answer – the house may not have a lot of liquidity.  Liquidity is a measure of the immediate exchange value of something, and if the house will sit on the market for a long time and you may have to reduce your asking price to sell it, the house is not highly liquid.

4. Answer – Yes.  Cash in your hand is an asset as long as you do not spend it on something that has no future cash value

5. Answer – yes.  If the car is worth $5000, you have an asset because you could sell it for cash.

6. Answer – yes.  You can cash in the savings bond so it is an asset.

7. Answer – part1 - no, part 2 - yes – if you eat the candy, you no longer have anything worth any cash so you have no asset.  If you hold the candy to sell, the candy becomes an asset because you can convert it into cash.

8. Answer – The store is, in all likelihood, desperate for cash and must sell everything it has to pay its liabilities.  Sometimes, a store will even sell everything in the store beyond its normal goods, like its shelves, its light fixtures, or even its cash registers.  Because of the need for immediate cash, liquidation sales often slash prices to move goods more quickly.

9. Answer – your cell phone service is not an asset since it cannot be sold for cash, nor are your miscellaneous and transportation costs.  Therefore, the only asset you have in this equation is the college fund.  After$110 per week on expenses, you are left with $40 per week to put into the fund.  After one month, you would have $160 in your fund, not including any interest accrued.

10. Answer – if you have 3 shares worth $100 each today, your equity would be $300 (although you would have to subtract any expenses for selling the stocks, like paying a licensed broker to sell it for you and taxes on your gains).  If you keep it for 10 years, you would have to compound the interest, so you must add 10% to 300, then 10% to 330, etc. for 10 years.  The total value after 10 years (not including the costs to sell the stocks) would be approximately $778.12.
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Activity-Compounding Interest – Investing for Financial Freedom-2
Applies to Standards: 

Standard 9.2 – Personal Financial Literacy

All students will develop skills and strategies that promote personal and financial responsibility related to financial planning, savings, investment, and charitable giving in the global economy.

Brief Description:
This handout will introduce students to reasons why they should consider investing, including the formula for compounding interest.  Students will use the formula to determine the potential growth of savings/investments over periods of time.

How to Teach It:

1. Introduce today’s topic by reviewing personal goals and why investing in assets is a tool many people use to meet them.

2. Introduce the students to the concept of interest gained over time.  Explain that assets often grow in value over time, meaning that putting aside a bit of money on a regular basis can pay off a lot over time.

3. Distribute the Handout - Introducing Compouding Interest.  Have students read the article, either in groups aloud to each other or have students take turns reading a part aloud.  Instructor must guide them through the formula and the charts.  Once completed with the reading, have students answer the questions on the Compounding Interest Worksheet using their calculators or using an online compounding interest calculator.

4. Closure – ask students if they recognize how even people who do not earn a huge income can create significant wealth in the long run if they are diligent about putting aside money and investing it into assets that will grow over time.

Compounding Interest and Investing – Supplemental Resources:

Compound interest calculator - http://www.moneychimp.com/calculator/compound_interest_calculator.htm
Motley Fool’s 13 Step Guide to Basic Investing - http://www.fool.com/how-to-invest/thirteen-steps/index.aspx?source=ifltnvsnv0000001
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Investing for Financial Freedom

So, why invest?

If you want to reach your financial and personal goals, investing your money wisely, while risky, has historically provided an opportunity for even low-income earners to build their wealth over a period of time.

Choosing to put money aside for the future instead of spending it on items you do not need, like candy, magazines, playing cards, or whatever luxury you do not really need but like to spend your money on, can make you more wealthy than you might think in the long run.  You could have the ability to live comfortably in the future, without having to worry if you are wise and disciplined.

One very important concept to understand regarding how wealth can build is compounding interest.  You should have already learned about how credit cards and other loans will charge you interest (a percentage of your balance). Investment options will pay you interest for keeping your money invested rather than spending it.  Let’s look at an example:

· Scenario A – you receive a gift of $1000.  You go out and buy yourself $1000 worth of stuff and are happy for a couple of weeks.

· Scenario B – you receive a gift of $1000.  You invest it in an account that pays %10 simple interest per year.  In 5 years, it is worth $1500.  In 30 years, it is worth $4000. 

That may not seem like a lot, but this scenario is a bit unrealistic.  An important idea to remember is that most investments do not have simple interest (where interest is only paid on the principal amount you invest – in this case, $1000), but rather pay compounding interest.  Compounding interest means that you earn interest on the interest that you are paid in addition to the principal.  So, in the scenario above, %10 compounding interest means you would earn $100 in the first year on your $1000 principal balance.  The second year, you would earn %10 on $1100, not just the original $1000.

· Scenario B – you receive a gift of $1000.  You invest it in an account that pays %10 compounding interest per year.  In 5 years, it is worth $1610.51.  In 30 years, it is worth $17,449.40.   

That sounds a bit better, no?

The formula to determine this is Principal x (1 + interest rate)Number of years invested 
So, in the above scenario it would read $1000 x 1.105 = 1610.51.

To better understand the possibilities, take a look at the following charts that track how an investment of one paycheck (in this case $1200) can grow over time:

How a single $1,200 investment grows 

	  
	Savings Account (0.5%) 
	Money Market Fund (2%) 
	Certificate of Deposit (5%) 
	Stock Market (9%*) 

	Initial investment 
	$1,200
	$1,200
	$1,200
	$1,200

	5 years 
	$1,230
	$1,325
	$1,532
	$1,846

	10 years 
	$1,261
	$1,463
	$1,955
	$2,841

	15 years 
	$1,293
	$1,615
	$2,495
	$4,371

	25 years 
	$1,359
	$1,969
	$4,064
	$10,348

	30 years 
	$1,394
	$2,174
	$5,186
	$15,921

	35 years 
	$1,429
	$2,400
	$6,619
	$24,497

	40 years 
	$1,465
	$2,650
	$8,448
	$37,691


*Based on the stock market's historical rate of return. 

Here, with compound interest, you can see the potential growth of one lump sum of $1200.

Now, realistically, with a decent job and some personal discipline and control, most anyone could probably afford to save $25 per week.  That would yield you $100 per month, or $1200 per year.  Let’s take a $1,200 contribution every year and add it into our table of compounding interest and see the magic of what your $25 per week can turn into:

A more compelling table than the previous one 

	 
	Savings Account (0.5%) 
	Money Market Fund (2%) 
	Certificate of Deposit (5%) 
	Stock Market (9%) 

	Initial investment 
	$1,200
	$1,200
	$1,200
	$1,200

	5 years 
	$7,321
	$7,695
	$8,494
	$9,674

	10 years 
	$13,596
	$14,865
	$17,803
	$22,713

	15 years 
	$20,030
	$22,782
	$29,684
	$42,775

	25 years 
	$33,390
	$41,174
	$64,200
	$121,136

	30 years 
	$40,323
	$51,829
	$88,899
	$194,211

	35 years 
	$47,432
	$63,593
	$120,423
	$306,646

	40 years 
	$54,721
	$76,582
	$160,656
	$479,642


Now that could be a lot of happy meals.  Up your input a bit - just save $2,500 a year (a mere $208 a month), and at 9% you’ve got a million dollars in 40 years.  Or, if you can wisely invest and beat the average return of the market, you could reach even higher even faster.

If you would like to play with the math of compounding interest, take a look at any website that offers a compounding interest calculator, like http://www.moneychimp.com/calculator/compound_interest_calculator.htm.  See for yourself what an amount of money can do over a long period of time.
Compounding Interest Exercise

Assume all of the following examples use compounding interest.  Using the formula for compound interest, calculate returns on potential savings/investments:

1. If you invested $10 per week into an account with %5 guaranteed interest, how much would you have in 10 years?

2. If you invested $3000 per year into an account averaging %7 return, how much would you have in 25 years?

3. If you saved $300 per month and invested it into an account with %4 return, how much would you have in 15 years?

4. How much money could you realistically save each week now?

5. Take the amount of money you could save now (it does not matter how small) and estimate if you put that amount into an investment every week, and earned %5 compound interest over the next 5 years, how much would you have?

6. How much would you have in ten years if you continued to save that same amount of money each week?

7. How much would you have in 25 years?
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Investing Basics/Calculating Interest – Supplemental activities:

***The following includes multiple options and materials for the lesson area of investing and calculating compounding interest.  Use discretion to select activities and materials.***
Activity- Rule of 72 

Brief Description:
   Students will estimate the amount of time or interest it will take for their savings to double in value by using Rule of 72. Students will also explore and research various ways to invest their revenue using the internet. Students will calculate interest on a savings account with compound interest.  Many students here and read about the stock market, investing and other related areas that they know little about, and certainly do not know how these things work.  Most students think these things are heard only in the news and are only important in far off places like New York City.
How to Teach It:       Teacher will invite a representative from a financial institution to discuss and explain different types of savings accounts and methods of calculating interest. 

Example:    
 
Consult a financial newspaper or magazine or search the Internet to find the current rate for each of the following securities:
a. Series EE saving bonds

b. One-year Treasury bills

c. Two-year Treasury notes

d. Thirty-year Treasury bonds

Conduct research on a famous person (past or present) who has invested wisely over his or her life, resulting in substantial wealth. Consult their biography (if available) and other sources and explain their investment strategies. Write a report on your findings.

Rule of 72/Interest for Investing Supplemental Resources:

Compound interest calculator
Articles on various financial topic 
http://www.investopedia.com/
Saving and Investing Supplemental Resources:

A video “Credit and Creditability”
http://www.practicalmoneyskills.com/
Family Life Cycle Supplemental Resources:

http://www.fdic.gov/consumers/consumer/moneysmart/young.html
http://www.calculatorplus.com/
http://www.moneychimp.com/
http://www.money-wise.org/
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How Fast Does Your Money Grow?

Would you like your savings to double?  If you invest $1,000 today, how many years will it take to double to $2,000?

The Rule of 72 is a quick way to calculate:

· How long it takes to double your money if you can earn a given rate of interest 


Or

· What rate of interest you need to earn if you have a certain number of years to double your money?
Here is how it works: Divide the interest rate your savings will earn, or the number of years you have to save, into the number 72.

For Example: 

How long will it take? If interest is compounded at a rate of 7% per year, your money will double in 10.3 years (72/7); If the rate is 6%, it will take 12 years (72/6). If college tuition cost are rising 8% per year, the cost of a college education would double in just over nine years (72/8).

What rate do you need to earn?  If you need $4,000 for a car in 3 years and you have $2,000 to invest now, you need to find an investment that will earn 24% (72/3), which is not a realistic goal in today’s market. If you have eight years until you need the car, the investment would need to earn 9% (72/8), which is more realistic but will mean accepting some risk in the stock market. You could lower the interest rate you need to earn by saving more money each month.

Practice problems

Would you like your savings to double?  If you invest $8,500 today, how many years will it take to double to $17,000?

· How long will it take? If interest is compounded at a rate of 2% per year, your money will double in ______ years. If the rate is 4%, it will take _____years. 

· How long will it take? If interest is compounded at a rate of 5% per year, your money will double in ______ years. If the rate is 10%, it will take _____years. 

· How long will it take? If interest is compounded at a rate of 15% per year, your money will double in ______ years. If the rate is 30%, it will take _____years. 

· What rate do you need to earn?  If you need $3,000 for a car in 3 years and you have $500 to invest now, you need to find an investment that will earn _____%.  If you have eight years until you need the car, the investment would need to earn ____%.

· What rate do you need to earn?  If you need $21,000 for a car in 6 years and you have $1,000 to invest now, you need to find an investment that will earn _____%.  If you have ten years until you need the car, the investment would need to earn ____%.

· What rate do you need to earn?  If you need $30,000 for a house in 10 years and you have $3,000 to invest now, you need to find an investment that will earn _____%.  If you have twenty years until you need the house, the investment would need to earn ____%.
Research

· Using keywords such as “investment,” “stock,” or some others you can think of, search the Internet for resources to help you make investing choices. List the names and URLs of three sites that you think would help you most. Briefly describe the types of investment information available at those sites.

· Consult a financial newspaper or magazine or search the Internet to find the current rate for each of the following securities:

· Series EE saving bonds

· One-year Treasury bills

· Two-year Treasury notes

· Thirty-year Treasury bonds

· Conduct research on a famous person (past or present) who has invested wisely over his or her life, resulting in substantial wealth. Consult their biography (if available) and other sources and explain their investment strategies. Write a report on your findings.

· Assume you would like to work as a broker some day.  Research the qualifications and skills required.  What are the educational requirements? Describe the work environment and characteristics of this occupation. What is the average salary? Compile your research into a “career profile” of a broker. 

· If you had some money to invest, what stock would you choose? Why? Explain how you would make your stock choice (s).  In other words, what criteria would you use to evaluate a potential stock purchase?

· Why should young people (just starting their long-term investment strategy) invest in growth stocks rather than income stocks? Explain how these two types of stock are different and what that means to you, as a young person.

· Ethics and Legal Issues In 2001, Enron Corporation and Arthur Andersen (accounting firm) were involved in a massive stock fraud scheme. Enron’s stock plummeted, and it filed bankruptcy. Stockholders lost their entire investment. Prepare a history of the Enron scandal.  What ethics issues were involved?  Discuss reforms that were put in place as a result of the Enron stock scandal, such as the Sarbanes-Oxley (SOX) Act of 2002. How does SOX enhance corporate responsibility and protect you as an investor? 
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Activity-Investment Options-3
Applies to Standards: 

Standard 9.2 – Personal Financial Literacy

All students will develop skills and strategies that promote personal and financial responsibility related to financial planning, savings, investment, and charitable giving in the global economy.

Brief Description:
Students will look at a spreadsheet comparing and contrasting some basic options for saving and investing money.  They will compare the risk, liquidity, and value of each type of investment.

How to Teach It:

1. Intro – you may want to ask students how many of them have a savings account or savings bonds.  You can ask them how much interest they are getting on their money and how much it will cost them in taxes to gain interest.  Use this to introduce the comparative chart on bank accounts and investment options.

2. Students and Instructor should review the handout (see below) aloud together.  Instructor should point out highlights of each form of saving/investment.

3. Students should answer the questions at the bottom to review.

4. Instructor should review their answers and review some key concepts involved in choosing saving and investment strategies – risk, timeframe, liquidity, etc.

Investment Options – Supplemental Resources:

Motley Fool’s Guide to Investment Basics – How to invest, different types of accounts/brokers - http://www.fool.com/investing/basics/index.aspx?source=ifltnvpnv0000001 
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Savings and Investment Options

What are the best tools for investing in your future?  There are some different options for investment.  The major difference is in the interest rate you can earn on your investment.  Interest rates can be very complicated. Also, some investments are more liquid and short-term, while others may take a long time to return any profit (like a savings bond) or to offer a penalty-free withdrawal (like an IRA or a CD).

Basic bank accounts like savings accounts determine interest largely based on the policy of the Federal Reserve, the central bank of the United States.  This bank works in tandem with the US government to try to encourage people to save or spend by raising or reducing interest rates.  Savings bonds also depend on how the issuer of the bond sets interest rates, as they are essentially the equivalent of loaning the government (or another institution) money to be paid off plus interest at a future date.

Other investments like stocks, commodities, currencies, and other market-based investments can vary depending on the state of the economy.  If the economy declines and markets lose value, you could lose your money, so these investments carry a much larger risk than any guaranteed interest account.
Tax Benefits

Many people end up paying a lot of money in income taxes every April.  Remember that money you make off of investments count as income to be taxed.  Some alternatives, however, can not only avoid taxes, but also reduce your overall taxable income.  Individual Retirement Accounts, or IRAs, are savings accounts created by the government to encourage people to save for retirement.  Deposits into these accounts are often tax deductible, meaning you can subtract them from your taxable income to reduce your tax payment.  Their earnings in interest are often tax deferred, meaning you will not have to pay any tax until you withdraw after you retire (but if you withdraw before retirement age, you will be taxed heavily!!).

There are many types of retirement plans that offer similar tax benefits – employer sponsored plans where the employer may even match contributions you make to the account, or annuities which take money from your check and put it into an account and will pay you a fixed or variable payment when you retire.  

These strategies can save you thousands of dollars per year in tax payments, which, over the course of time will make you a lot of money.

Let’s look at some options and the factors that affect them (this is not every savings/investment option):

	Savings or Investment Option
	Explanation
	Level of Risk
	Factors that Affect Interest Earned/Value of Asset
	Potential Difficulties or Problems with Option

	Basic Savings Account
	Your money stays in the bank; the bank can use it to loan to others and to invest.  You can withdraw it at any time.
	Low – they are guaranteed interest and are insured by the Federal Government up to $250,000 if the bank fails.
	National Banking policy will determine interest rates.
	Interest rates are generally much lower than any other option, meaning you make the least on your investment.  

	Certificate of Deposit (CD)
	Your money stays in the bank; the bank can use it to loan to others and to invest.  You are not allowed to withdraw money for a set time period.
	Low – they are guaranteed interest and are insured by the Federal Government up to $250,000 if the bank fails.
	National Banking policy will determine interest rates
	Interest rates are higher than regular savings, but lower than other options.  You cannot take your money out or put more in without paying a penalty.

	Money Market Account
	Must maintain a minimum balance, but pays interest even though you can withdraw at any time.
	Low – they are guaranteed interest and are insured by the Federal Government up to $250,000 if the bank fails.
	National Banking policy will determine interest rates
	Interest rates are higher than basic savings and you have flexibility, but must maintain a high balance or get charged high fees.

	Mutual Fund
	You deposit your money into an account managed by financial professionals who pool your money with others’ and invest it into markets.
	Medium – Carries the risk of market forces, but good professionals will spread your money into various investments to minimize losses and maximize returns. 
	Economic trends, investor fear and uncertainty, wars, politics, etc. can all affect worth of market investments.  Also, your earnings on these investments are taxed by government, lowering your returns.
	You must go through a licensed broker and pay commissions and fees to the professionals to maintain a mutual fund.  Also, they often require a minimum deposit.


	Savings or Investment Option
	Explanation
	Level of Risk
	Factors that Affect Interest Earned/Value of Asset
	Potential Difficulties or Problems with Option

	Individual Retirement Account (IRA)
	A type of mutual fund designed to secure your retirement.   They are not taxed heavily unless you withdraw money before a set age (usually 60 years old).
	Low to Medium – Carries the risk of market forces, but good professionals will spread your money into various investments, including guaranteed interest savings, to minimize losses and maximize returns.  Your employer will often contribute to your IRA as well.
	Economic trends, investor fear and uncertainty, wars, politics, etc. can all affect worth of market investments.  
	You must go through a licensed broker and pay commissions and fees to the professionals to maintain an IRA.  

	Stock Market
	You purchase an official share of ownership in a particular company.
	High – if the company fails, you lose your investment.  If the company grows, you could make huge returns.
	Company practices, market dynamics, government regulation, and investor uncertainty can all affect the company’s profits, which determine its overall value.
	You must go through a licensed broker to purchase stocks.  Also, your earnings are taxed by government.

	Bond Market
	You purchase a note that is worth a set amount of interest in the future.  You are essentially loaning money to the government or a company, etc. to be paid plus interest after a set period of time (5, 10yrs, etc.).  Interest rates are generally low.
	Low to Medium – Purchasing debt is seen as relatively safe, especially when you are purchasing government debt.  If the debtor institution you are purchasing a bond from fails, however, you could lose your whole investment.  You can also cash in your bond before its set “maturity” date, but it will not be worth its full potential amount.
	The bonding institution sets interest rates depending on how badly they need to borrow money and how much demand there is to purchase bonds.  If an institution goes too far in debt, they might not be able to pay out what they owe back to investors.  
	You may use a broker, but can also buy government bonds directly online.

Low interest may not keep up with inflation, so mature bonds may lose purchasing value over time.


What is the riskiest investment? 

What is the least risky?  

Why would people want to spread out their investments among a lot of different accounts?

Which options offer the most and least liquidity?  Which have the best timeframe of return?
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Activity-Bank Accounts-4
Applies to Standards: 

Standard 9.2 – Personal Financial Literacy

All students will develop skills and strategies that promote personal and financial responsibility related to financial planning, savings, investment, and charitable giving in the global economy
Brief Description:
Students will research the terms and options for various banks and the accounts they offer in order to find the best possible terms for a consumer.  

How to Teach It:

1. This assignment (see below) should be used in tandem with time in the computer lab.  Students should work individually or in groups to research various banks and the terms they offer.

2. Students could divide the assignment into different sections and share roles in a group setting.

3. Students should come together with about 15 minutes remaining in order to debate which bank or banks they felt offered the best terms.

4. Close with a class discussion about which bank students would select and why.  Review answers to questions on the following day.

Back to Index
Bank Account Research Assignment

In teams of 3-4, students should research rates of interest earned on Money Market accounts, Savings accounts, and Certificates of Deposit from various banks (e.g. Bank of America, Chase, Capital One, Wells Fargo, Sovereign, TD, PNC, etc.) and answer the following:

1. What is the general range of interest rate that you can find amongst the different banks for general savings accounts?

2. What is the general range of interest that you can earn on maintaining a Money Market account?

3. What are some unique features for a Savings or Money Market account that banks use to try to lure customers to their bank instead of another?

4. What is the general range of interest that Certificates of Deposit are yielding right now?

5. Which 3 banks, from your research, offer the best places to secure your finances?  Why?

Activity-Stock Market Investing-5
Applies to Standards: 

Standard 9.2 – Personal Financial Literacy

All students will develop skills and strategies that promote personal and financial responsibility related to financial planning, savings, investment, and charitable giving in the global economy
Brief Description:
Students will read about the stock market and engage in a virtual stock exchange and track their progress over time with weekly journal entries.  The subsequent activity from this lesson will require computers to engage in the virtual stock exchange.
How to Teach It:

1. Introduce this lesson by using some kind of KWL exercise about the stock market.  Find out how much students know about stocks and assess levels of knowledge. Instructor should find out how many students would like to invest in the future.

2. Distribute the handout (see below).  Complete the reading in groups, with different students assigned to read parts aloud, or use a guided reading with the class as a whole.

3. Check for understanding: interlude reading with guided questions – why are brokers necessary?  What is a dividend?  Why must government regulate the stock market?  How do financial professionals try to protect against the volatility of the stock market?

4. Students should use the computer to open an account with a virtual stock exchange.  They should research some stock investment strategies – tell students that they should aim to invest in companies from a variety of types of industry – technology, manufacturing, agriculture, mining, food service/grocery, etc.  They should do research to find out what companies have been growing and have good prospects for future growth and develop a strategy for how to allocate their fake money.

5. Students should keep a journal where they show their weekly results to the instructor.  Instructor should offer a prize to the student who has the most valuable portfolio at the end of the cycle.  Additionally, students could engage in any number of online competitions to see who can beat the market and make money with their virtual portfolio.

Virtual Stock Game:

Virtual Stock Exchange Game – try investing with fake money in real stocks and see what your portfolio will be worth - http://www.howthemarketworks.com/trading/index.php 

Stock Market Game (requires registration) – www.stockmarketgame.org 
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The Stock Market 101

A stock is a certificate that represents a piece of ownership in a company.  As a part owner, you are entitled to vote for members of the board of directors.  The reason it is an investment is that if the company increases in profitability and more people want to buy shares, the value of your share will rise.  Eventually, you could sell shares, hopefully making a large profit.

Example – you buy 1 share of ownership in Company X in the year 2000 for $10.00.  Over the next 15 years, the company grows and its stock price rises %1000.  You could now sell your share for $100, yielding a $90 profit (not including the tax and commission you would have to pay for selling your share).  

$90 may not seem like a lot for a 15 year investment, but if you had 100 shares instead of one, you now have made $9000.  Conversely, if the company failed, you may have lost your original investment.

Stock Exchanges
Companies will sell stock to raise money for their business.  When they first go public, they may offer an IPO (Initial Public Offering) which sometimes may be purchased directly from the company.  Most stock trades take place on a Stock Exchange, where professional traders bid to buy and sell shares.  The price of the bids will vary generally by a few percentage points a day, and depending upon how afraid or greedy investors are feeling on a particular day, the price of shares will change accordingly.

Not just anyone can buy and sell stocks at an exchange – you need to have passed exams and be licensed and certified.  For this reason, most people rely on brokerage firms like Merrill Lynch or even online firms like E*Trade to buy and sell on their behalf.  These brokers will charge fees for their services, and online traders will usually charge per trade.

Investor Types and Tendencies

There are many kinds of investors, some who are individuals, and others who trade on behalf of large groups of people who have their money pooled together into a fund.  By pooling your money with others into a mutual fund or a pension fund, you are giving financial professionals more resources with which to make decisions and diversify investment, or invest in many different types of business.  Diversification is important because if one area of business you are invested in takes major losses, you hopefully will gain in other places to offset your risk of losing everything.  For example, if you invest only in oil companies and there are many more drilling disasters that force oil companies to shut down drilling and pay for lawsuits, you may lose most of your money.  If you are invested in other things like maybe nuclear power, you may not lose as much and may even gain from the losses in the oil industry.

The markets go up and down and have roller-coaster rides quite regularly.  A bull market is slang for a time when investors are confident and optimistic and are buying (ready to charge ahead like a bull).  This trend will drive stock prices up.  A bear market means the opposite – that investors are scared and are pulling out of the market to wait for a safer time (going into hibernation like a bear) which will drive prices down.

Dividends

Some companies will pay their shareholders a percentage of profit on their shares to encourage reward them for staying.  This payment is called a dividend, and is usually paid in cash, but may be paid in additional stock.  The more you have invested, the higher the dividend you will earn on your shares.  Again, these are subject to tax by the government.

Government Regulation
Too often in history, overly risky or even criminal behavior has been perpetrated upon common investors by large companies or by brokers.  Companies like Enron, Worldcom, and many others, have been caught lying about how much profit they were making.  Executives even cashed out of their stock before the company failed, knowing that every common investor and employee would lose everything.  Also, certain brokers have created dangerous and sometimes criminal investment schemes that will invest in the demise of a group of people in order to make major profits from the disaster.  Because of this, the government uses the Securities and Exchange Commission to regulate the investment industry to prevent illegal behavior and people from being cheated.  The main job of the Commission is to make sure companies are providing accurate information and ensuring a fair environment for investors.

The Process
How do you buy a stock?  First, you should make sure you have your finances in order.  Then, compare the costs and benefits of different brokers.  There are many, many different options for investment, either online or through a brokerage house.  Before buying any type of investment, be sure to do your research!!!!!!!!!!!  Do not just buy a stock because you heard it would make money from someone you barely even know.  Find out what the business does, who its competitors are, and what they are getting into that might make them more profitable in the future.  Then:

Contact a broker, open an account, and request a purchase (
Broker contacts an exchange and matches your buy order to another’s sell order (
Exchange remits proof of sale to broker (
Broker gives you the confirmation of sale

Stock Options and Other Investments
Other alternatives include something called stock options.  This category of “derivative” investments can get tricky, as they are essentially bets that a stock will rise or fall in a particular period of time.  An investor enters a contract to purchase a stock at a particular future date at a particular price, planning to beat the market on that future day.  

For example, you might predict that a company like Verizon will introduce a new service that will make their stock value go up enormously and they will release this product around Christmas.  Verizon (VZ) is trading around $25 per share today.  You might enter into a contract (referred to commonly as a call option) to buy 100 shares of VZ at $25 per share, totaling $2500, on December 20th.  If all goes as planned, the shares may be worth $40 per share on that day and you could turn around and sell them for $4000.  You just made $1500 on that deal.

Conversely, if you predict that the stock will go down in value, you could purchase a contract to sell your VZ shares at a specified price (say $23 per share) if or when they go below a certain price (say if they drop down to $10 per share).  This is called a put option and acts a bit like insurance against stock prices going down.  The price of the put option will go up if the stock is known to be a big risk so the seller could still make money on the deal.

Or, you might even predict that VZ will crash and be down to $10 in 2 weeks. You could enter a contract with another broker to borrow 100 shares from them today to give back in 2 weeks, sell the shares today for $2500.  Then, in 2 weeks, when the stock is down to $10, repurchase the 100 shares for $1000 and return them to the other broker as per your contract.  You are ahead $1500 on this deal which is referred to as shorting the stock.

In addition, there are many other areas of investment.  You may invest in commodities, like Gold, Silver, Orange Juice Concentrate, Cattle, Pork Bellies, etc. hoping that their value goes up and you can sell them for a profit as well.  You may even invest in foreign currencies like the Yen, Euro, or the Renminbi, and hope that you can sell those for a profit over time.  There are many possibilities of financial investment and many people secure their futures (or sometimes lose everything) with these investments.

To practice this without having to invest any money, try a virtual stock exchange (e.g. http://www.howthemarketworks.com/trading/index.php ).  Open a fake account and begin looking at stocks.  Do some research and make some stock purchases with the fake money they put in your account.  

ASSIGNMENT – keep a journal in your notebook – check back once per week and see what your portfolio is worth.  How much money have you made or lost?  How often are you trading?

BONUS – Join an online competition and see how you fare against other fake investors.  Keep track of results in your notebook journal.
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Unit Assessment Ideas

1. Use regular short answer assessment.

2. Multimedia Project – Have students create a public service announcement video recording designed for either teenagers in general, teens in their community, or members of their community in general without age restriction.  Videos should be between 3-10 minutes in length and reflect the vocabulary and saving/investment ideas discussed and researched in class.  The purpose of the video is to educate the audience about setting financial goals and long-term financial strategies using saving and investment in order to achieve those goals.  See Rubric.

3. Debate Project – Students could take positions on which investment options are best for short-term and long-term needs.  Short debate rounds with 2 opening statements and 2 rebuttals could be run in class to debate the use of different investment strategies.  Sample debate topic – Resolved – the use of active aggressive investing in the stock market is the best way to secure long-term wealth.  One side could be affirmative and defend the use of aggressive investing in the stock market actively(picking your own stocks), while a negative team could argue that more conservative approaches, like investing in bonds or in a mutual fund are safer.  There are endless possibilities for debate topics.  Also, see the debate rubric and the writing rubric for guides to student self-assessment.

Back to Index
Unit 4 Assessment Questions – Short Answer

1.  What are some important steps you have learned about setting goals and future happiness?

2. What is an asset?  The liquidity of an asset refers to your ability to easily do what with it?

3. What is the definition of equity?

4. What is a stock?  How does one go about investing in the stock market?

5. What are the potential risks and rewards of investing in the stock market?

6. What is a bond?  What are bonds’ strengths and weaknesses as an investment strategy?

7. What is an IRA?  What are the tax benefits of having an IRA?

8. What is, in your opinion based on your research, the best bank to keep your money in?  What terms and conditions make it the best bank?

9. What is a Certificate of Deposit?  What are the benefits and the major drawback of putting your money into a CD?

10.  What is a mutual fund?  What are the advantages of a mutual fund, especially if you do not have time or interest in actively following and picking market investments?

	Back to Index
Multimedia Project : Public Service Announcement




	CATEGORY 
	4 
	3 
	2 
	1 

	Content 
	Covers topic in-depth with details and examples. Subject knowledge is excellent.  Vocabulary use and recommendations are appropriate and based on research.
	Includes essential knowledge about the topic. Subject knowledge appears to be good. Vocabulary use and recommendations are appropriate and based on research
	Includes essential information about the topic but there are 1-2 factual errors.  Vocabulary use and recommendations are mostly appropriate.
	Content is minimal OR there are several factual errors.  Vocabulary is frequently misused and recommendations are not based on research.

	Delivery 
	Interesting, well-rehearsed with smooth delivery that holds audience attention. 
	Relatively interesting, rehearsed with a fairly smooth delivery that usually holds audience attention. 
	Delivery not smooth, but able to hold audience attention most of the time. 
	Delivery not smooth and audience attention lost. 

	Originality 
	Product shows a large amount of original thought. Ideas are creative and inventive. 
	Product shows some original thought. Work shows new ideas and insights. 
	Uses other people's ideas (giving them credit), but there is little evidence of original thinking. 
	Uses other people's ideas, but does not give them credit. 

	Use of Class Time 
	Used time well during each class period. Focused on getting the project done. Never distracted others. 
	Used time well during each class period. Usually focused on getting the project done and never distracted others. 
	Used some of the time well during each class period. There was some focus on getting the project done but occasionally distracted others. 
	Did not use class time to focus on the project OR often distracted others. 
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Debate Project

Sample Debate Topics: research one of the following (or any others that the instructor creates) and prepare a 3 minute case to argue in either supporting the resolution (affirmative) or against the resolution (negative).

1. Resolved – the use of active aggressive stock market investment is the best strategy to achieve long-term financial wealth.

2. Resolved – working class people should choose to put disposable income into an emergency fund rather than in a long-term investment account like an Individual Retirement Account.

3. Resolved – the United States federal government should change the Social Security retirement system from a fixed payment system to a privatized Individual Retirement Account to be invested into markets.

4. Resolved – the bond market is the safest place to invest money as compared to investment in stocks and mutual funds.

5. Resolved – Individuals should only invest in companies they trust to be respectful of the environment, human rights, and other moral issues and not invest solely based on monetary concerns.

6. Resolved – Anyone could be a millionaire if they make smart decisions with their finances from a young age.

Opening Cases should be written in short essay format and will be graded according to NJ Holistic Scoring Rubric.

Debate Project Format

Debate Round Time Schedule:

1st Affirmative Constructive (Opening Case) – 3 minutes

Cross Examination by Negative – 2 minutes

1st Negative Constructive – 3 minutes

Cross-Examination by Affirmative – 2 minutes

Preparation Time – 1 minute

Affirmative Rebuttal (Closing speech) – 2 minutes

Preparation Time – 1 minute

Negative Rebuttal – 2 minutes
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Debate Rubric
	
	Excellent

4
	Good

3
	Satisfactory

2
	Needs Improvement

1

	Presentation Style
	You consistently used gestures, eye contact, tone of voice and a level of enthusiasm in a way that kept the attention of the audience
	You usually used gestures, eye contact, tone of voice and a level of enthusiasm in a way that kept the attention of the audience. 

	You sometimes used gestures, eye contact, tone of voice and a level of enthusiasm in a way that kept the attention of the audience
	You had a presentation style that did not keep the attention of the audience. 


	Information
	All information presented in the debate was clear, accurate and thorough. 

	Most information presented in the debate was clear, accurate and thorough. 

	Most information presented in the debate was clear and accurate, but was not usually thorough. 

	Information had several inaccuracies OR was usually not clear. 


	Use of Facts/Statistics
	Every major point was well supported with several relevant facts, statistics and/or examples.
	Every major point was adequately supported with relevant facts, statistics and/or examples.
	Every major point was supported with facts, statistics and/or examples, but the relevance of some was questionable.
	Every point was not supported.

	Respect for Other Team
	All statements, body language, and responses were respectful and were in appropriate language.
	Statements and responses were respectful and used appropriate language, but once or twice body
	Most statements and responses were respectful and in appropriate language, but there was one sarcastic remark.
	Statements, responses and/or body language were consistently not respectful.

	Rebuttal
	All counter-arguments were accurate, relevant and strong.
	Most counter-arguments were accurate, relevant, and strong.
	Most counter-arguments were accurate and relevant, but several were weak.
	Counter-arguments were not accurate and/or relevant


http://www.milforded.org/schools/simonlake/sherwood/cw/debaterubric.html 




(back to top)
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NJ Holistic Scoring Rubric

	In Scoring, consider the grid of  written
language
	Inadequate Command
	Limited Command
	Partial Command
	Adequate Command
	Strong Command
	Superior Command

	Score
	1
	2
	3
	4
	5
	6

	Content & Organization

	  May lack opening and/or closing 
	  May lack opening and/or closing 
	  May lack opening and/or closing 
	  Generally has opening and/or closing 
	  Opening and closing 
	  Opening and closing 

	.
	  Minimal response to topic; uncertain focus 
	  Attempts to focus 

  May drift or shift focus 
	  Usually has single focus 
	  Single focus 
	  Single focus 

  Sense of unity and coherence 

  Key ideas developed 
	  Single, distinct focus 

  Unified and coherent 

  Well-developed 

	.
	  No planning evident; disorganized 
	  Attempts organization 

  Few, if any, transitions between ideas 
	  Some lapses or flaws in organization 

  May lack some transitions between ideas 
	  Ideas loosely connected 

  Transition evident 
	  Logical progression of ideas 

  Moderately fluent 

  Attempts compositional risks 
	  Logical progression of ideas 

  Fluent, cohesive 

  Composi-
tional risks successful 

	.
	  Details random, inappropriate, or barely apparent 
	  Details lack elaboration, i.e., highlight paper 
	  Repetitious details 

  Several unelaborated details 
	  Uneven development of details 
	  Details appropriate and varied 
	  Details effective, vivid, explicit, and/or pertinent 

	Usage

	  No apparent control 

  Severe/
numerous errors 
	  Numerous errors 
	  Errors/ patterns of errors may be evident 
	  Some errors that do not interfere with meaning 
	  Few errors 
	  Very few, if any, errors 

	Sentence Construc-
tion

	  Assortment of incomplete and/or incorrect sentences 
	  Excessive monotony/ same structure 

  Numerous errors 
	  Little variety in syntax 

  Some errors 
	  Some errors that do not interfere with meaning 
	  Few errors 
	  Very few, if any, errors 

	Mechanics
 
	  Errors so severe they detract from meaning 
	  Numerous serious errors 
	  Patterns of errors evident 
	  No consistent pattern of errors 

  Some errors that do not interfere with meaning 
	  Few errors 
	  Very few, if any, errors 
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UNIT 5 – 

MANAGING PERSONAL AND FINANCIAL RISK

Back to Index
9.2      Risk Management  and Insurance – Activity 1: Property and liability Insurance

Applies to Standards:  9.2   Personal Financial Literacy: All students will develop skills and strategies that promote personal and financial responsibility related to financial planning savings, investment, and charitable giving in the global economy.

Brief Description:  Students will research property and liability insurance with regards to damages caused by perils and human error and how it impacts insurance coverage. Property Insurance is any type of commercial insurance that reimburses a party that has suffered a loss because property has been damaged or destroyed. “Property” is considered to be any item that has value, and is classified as real property, such a building; or personal property, such as someone’s computer. Basic property insurance policies typically cover explosions, fire, lightning, windstorm, hail, smoke, aircraft or vehicle damage, vandalism, sprinkler leakage and sinkhole collapse. Additional coverage can be added for water damage, damage from the weight of snow, ice or sleet, breakage of glass and coverage for falling objects. Property damage caused by persons is generally categorized by its cause: neglect (including oversight and human error), and intentional damage. 
Property Damage – Supplemental Resources:

http://www.financialsoccer.com/index.php
http://www.foolproofteacher.com
How to Teach It:

1. Show students video on property and liability insurance protection at http://www.videojug.com/interview/homeowners-insurance-2. Prepare a video response sheet for discussion.

2. Differentiate between damages caused by perils from weather and damages caused by human error and give examples.

3. Have students research the BP oil spill in The United States and discuss the type of liability insurance involved.

Activity: (a) Divide the class into five groups and assign one of these disasters to each group: floods, earthquakes, tornadoes, hurricanes and wildfires. Each group should (1) discover which states/areas in the United States are most susceptible to the disaster (2) find out what aid FEMA will provide (3) find out what typical homeowner’s insurance would pay (if anything). Groups are to prepare graphic displays and present them to the class.

Activity: (b) Divide the class into groups. Have groups do research to determine whether a homeowner would be liable in the following scenarios.

1. A child of the homeowner breaks an expensive lamp while playing at a friend’ s house

2. A visitor slips on ice on the sidewalk leading to the front door and breaks her wrist.

3. A spark from the backyard fire pit causes a fire on the neighbor’s roof.
4. A neighbor’s dog bites the mail carrier while he is in your yard.

5. Have groups create a list of things the homeowner might have done to prevent these injuries. Ask groups if they can come up with other scenarios in which the homeowner would not be liable.
Answer Activity (b).      (1)yes 2 (yes) 3(yes) 4 (No)
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9.2      Risk Management  and Insurance – Activity 2  Safety Measures To Reduce Insurance Costs

Applies to Standards:  9.2   Personal Financial Literacy: All students will develop skills and strategies that promote personal and financial responsibility related to financial planning savings, investment, and charitable giving in the global economy.

Brief Description:

Safety hazards in a house are red flags to insurance companies, and updating or eliminating safety hazards is an easy way to considerably lower the cost of homeowners insurance. For example, Alarm systems, such as the security systems that call for help when an unauthorized person enters the home, can save a lot of money on home insurance. Every insurance has its own set of special discounts to attract customers. Students will research ways to reduce insurance costs in the home to get the best insurance coverage at the lowest price. 
.

Read more: http://www.brighthub.com/money/home-buying/articles/79262.aspx#ixzz0xNaHHevq
Cost of Insurance – Supplemental Resources:

http://www.insuranceagents.com/home-insurance-claims.html
How to Teach It:

1. Research and discuss the most common types of house hold insurance discounts .

2. Discuss why property and liability insurance are necessary to protect a homeowner from financial loss.

3. Have the students look up Consumer Reports’ most recent insurance company ratings and find out the ranking of three large homeowner insurance companies.

Debate

4.  “Insurance is a waste of money. If and when you suffer a financial loss because of an accident or some other event, you can pay for it from your savings account. “Groups will pick a position and either agree or disagree with this position.
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9.2      Risk Management  and Insurance – Activity 3 Teenage Drivers and Insurance Premiums

Applies to Standards:  9.2   Personal Financial Literacy: All students will develop skills and strategies that promote personal and financial responsibility related to financial planning savings, investment, and charitable giving in the global economy.

Brief Description:

                                    Teenagers who get a new driver's license are probably aware, it’s illegal to hit the streets without auto insurance. They probably also know that insurance rates are based on how likely they are statistically to get into a crash. Unfortunately, as a first-time driver, the numbers aren’t on their side. The risk of crash per mile driven is three times higher for 16-19 year olds than for drivers age 65-69. But, there are some things teenagers and parents can do to save money on insurance rates.
. 

Car Insurance – Supplemental Resources:

www.onlineautoinsurance.com/teenagers/
How to Teach It:

1. Explain why teenage drivers pay the highest premiums for insurance.

2. Explain that teenagers looking for cheap auto insurance rates can complete a quotes comparison and sort out the companies which will offer low prices in a matter of minutes. Thanks to automated online technology, teens can answer a set of questions to get instant quotations from many recognizable brands offering a large variety and types of coverage. Have students research at least 3 insurance companies to compare rates for teenagers insurance using the following site http://www.onlineautoinsurance.com/teenagers/. Class discussion based on findings.

3. Have students research what kinds of auto insurance discounts they might be able to obtain. Ex What would be required for a student to get a good student discount?

4. Have students decide what their dream car would be if they could have any car they wanted. Then direct them to do internet research to find safety ratings for that car. Ask them to compare those ratings to other models in the same class and consider how the ratings affect the way they feel about the car and how the ratings would affect insurance for the car in NJ.

5. Invite a police officer to class to talk to the students about what they should do if involved in an accident. Prior to the officer’s coming, ask the students to write down questions they have. Direct the students to take notes during the presentation and discuss answers to the questions after the presentation.
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9.2      Risk Management  and Insurance – Activity 4: Analyze and Compare Insurance Coverage

Applies to Standards:  9.2   Personal Financial Literacy: All students will develop skills and strategies that promote personal and financial responsibility related to financial planning savings, investment, and charitable giving in the global economy.

Brief Description:
The top section of the provided worksheets has several different auto insurance plans and each plan's monthly premium, depending on the amount of insurance coverage. The student has to answer the random word problem questions related to the insurance questions.  You may choose to use the standard worksheet provided or customize the worksheet to your teaching needs. 

  

To customize the worksheet, you have several selections.  Choose number of questions.  Single question worksheets make for good reviews or introductions.  You may also want to customize this worksheet with the names of your students, or use random  names, or mix student names with random names. 

 

Supplemental Resources:

Money Skill from American Financial Services

http://www.moneyskill.org/about.cfm
How to Teach It:
Review with students standard car insurance coverage, and basic liability insurance (see below).  Use the car insurance worksheet to help students identify some of the factors when looking at car insurance coverage. 

  

Standard Coverage - Liability Insurance 

The most important auto insurance coverage to understand is standard coverage.  Standard coverage includes liability insurance, which is the type of insurance most often required by states.  Liability insurance insures the individual for the cost of any damage or injury that is caused to someone else during an accident.  The amount of insurance coverage required by states is often minimal, so it is often recommended to get additional insurance, depending upon your own personal circumstances and budget. 

  

How Liability Insurance is Described 

Liability insurance is often described by three numbers, such as 50/100/25.  These numbers refer to the amount of liability insurance coverage.  50/100/25 coverage includes $50,000 of bodily injury to a single individual, $100,000 of bodily injury caused to everyone in an accident, and $25,000 of property damage. 

  

Use the worksheet below to help compare different sample auto insurance monthly rates, and to reinforce insurance terminology. 

 

Discussion questions: 

What other factors may we look at when deciding on which auto insurance provider? (Company reputation, etc). 
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Car Insurance Review

Worksheet 1

	NAME:
	
	DATE:
	


Here are the monthly rates for auto insurance for the following providers. Answer the questions based on the information provided. Please make sure you show how you arrived at your answers.

	HRMC AUTO INSURANCE
	CIGMA AUTOCARE

	50/100/25

100/200/50

150/300/75
	$95.00

$178.00

$240.00


	50/100/25

100/200/50

150/300/75
	$71.00

$139.00

$189.00

	PREFERRED AUTO INSURANCE
	FEDERAL AUTO INSURANCE

	50/100/25

100/200/50

150/300/75
	$126.00

$243.00

$318.00
	50/100/25

100/200/50

150/300/75


	$83.00

$155.00

$203.00


1. How much will be the 150/300/75 monthly rate for CIGMA Autocare?

2. Which 50/100/25 provider is the most expensive per month?

3. Which 50/100/25 insurance provider is the least expensive per month?

4. Matthew wants 150/300/75 insurance coverage. How much less would Matthew pay per month for the Federal Auto than the HRMC Auto plan?

5. Which 50/100/25 provider payment is the most expensive per month?

6. Austin currently has 100/200/50 insurance coverage. Now Austin want s more insurance coverage. How much more will the HRMC Auto plan cost per month for the maximum quoted insurance coverage?

7. Matthew wants 50/100/25 insurance coverage. How much more would Matthew pay per month for the Preferred Auto Insurance than the CIGMAN Autocare?

8. What will the yearly rate be for the Preferred Auto Insurance 150/300/75 insurance coverage?

9. How much will the yearly rate be for the Preferred Auto Insurance 100/200/50 insurance coverage?

10. How much will the monthly rate be for 100/200/50 insurance coverage for Federal Auto?
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ANSWER KEY – INSURANCE WORKSHEET 1

1.           $189.00

2.           Preferred Auto Insurance

3.           CIGMA Autocare

4.           $37.00

5.           $126.00

6.           $62.00

7.           $55.00

8.           $3816.00

9.           $2916.00

10.           $155.00
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Car Insurance Worksheet – Activity 2
Car Insurance Review

Worksheet 2
	NAME:
	
	DATE:
	


Here are the monthly rates for auto insurance for the following providers. Answer the questions based on the information provided. Please make sure you show how you arrived at your answers.

	FAIRAUTO INSURANCE
	GREEN CROSS INSURANCE

	50/100/25

100/200/50

150/300/75
	$1221.00

$2267.00

$3236.00


	50/100/25

100/200/50

150/300/75
	$1261.00

$2485.00

$3475.00

	STATE AUTO INSURANCE
	COMMERCIAL AUTOCARE

	50/100/25

100/200/50

150/300/75
	$845.00

$1573.00

$2317.00
	50/100/25

100/200/50

150/300/75


	$719.00

$1371.00

$1893.00


1. How much will the 150/300/75 yearly rate be for Commercial Autocare?
2. Hunter wants 150/300/75 insurance coverage. How much less would hunter pay per month for the Commercial Autocare than the State Auto Insurance plan?

3. How much will the yearly rate be for the Green Cross Insurance 50/100/25 insurance coverage?

4. How much will the 50/100/25 monthly rate be for Commercial Autocare?

5. How much will the 100/200/50 monthly rate be for Green Cross Insurance?

6. Which 50/100/25 provider payment is the least expensive per month>

7. How much will the yearly rate be for the Commercial Autocare 100/200/50 insurance coverage?

8. Which 50/100/25 insurance provider is the least expensive per month?

9. Hailey wants 50/100/25 insurance coverage. How much would Hailey save per month for switching from the Commercial Autocare plan to the FairAuto Insurance plan?

10. Ashley wants 100/200/50 insurance coverage. How much more would Ashley pay per month for the Green Cross Insurance than the Commercial Autocare?
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ANSWER KEY – INSURANCE WORKSHEET 2

1.           $22,716.00

2.           $424.00

3.           $15,132.00

4.           $719.00

5.           $2485.00

6.           $719.00

7.           $16,452.00

8.           Commercial Autocare

9.           $502.00

10.           $1114.00
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Personal Financial Literacy – Activity 5 – Risk Management and Insurance – Renter’s and Homeowner’s Insurance
Applies to Standards:    9.2    Personal Financial Literacy:  All students will develop skills and strategies that promote personal and financial responsibility related to financial planning savings, investment, and charitable giving in the global economy.

Brief Description:   Homeowners insurance provides insurance protection for your house in the event of a tornado, fire, theft, or other property damage.  It also provides financial protection if someone gets injured at your house and sues you. Renter’s insurance protects personal assets from events such as theft, fire, vandalism, and smoke.  Condominium owner’s insurance protects personal assets from events such as theft, fire, vandalism, and smoke.  Homeowners and renters insurance can provide invaluable protection against loss.  Different policies, however, cover different things.

Renter’s and Homeowner’s Insurance – Supplemental Resources:

http://www.insure.com/articles/homeinsurance/renters.html 
How to Teach:   

· Discuss what is covered with home insurance

· Discuss what is covered with renter’s insurance

· Research policies to understand and learn about the various coverage

· Explore with the class the differences between home insurance and rental insurance

Class Project:

· Research insurance costs for a home in Wayne, New Jersey (flood area) and a home in Bloomfield, New Jersey

· Reference the National Flood Insurance Program and provide information for homeowners and renters

· Report on insurance companies will offer you the best coverage with an affordable price. 

· List items that you will be insuring such as jewelry, electronic equipment, artwork, antiques, musical instruments, etc.

· Be thorough in your research and present it with opinions and ideas that will better serve the insured.  (See Attached Worksheet)
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Homeowner’s and Rental’s Insurance Research Worksheet – Activity 6

Research the answers to the following questions:

1. Is a person required to have homeowner’s insurance?

2. Are all policies the same?

3. Does my homeowner’s policy cover property that my child took to his college dorm if it is stolen or damaged?

4. How can I tell if I’m covered for damages caused by storms, bad weather or other sever weather?

5. How is the replacement value of my belongings calculated?

Back to Index
9.2      Risk Management and Insurance – Activity 6
Applies to Standards:  9.2   Personal Financial Literacy: All students will develop skills and strategies that promote personal and financial responsibility related to financial planning savings, investment, and charitable giving in the global economy.

Brief Description:

Students will research two health insurance companies in New Jersey.  They will list and explain the benefits and indicate the cost of the services. After they complete the research on the two companies, they will research the cost of insurance in Canada.  The students should explain the process of acquiring insurance in Canada and document factors such as age, marital status, family insurance, employee insurance and group insurances.  Discuss hospital care and other medical care insurances such as dental and long care insurance.  After the research is completed, students will summarize and give oral presentations on how the major differences between insurance in the United States and insurance practices in Canada effects the population of each country positively or negatively. 

Health Insurance in Other Countries – Supplemental Resources:

http://en.wikipedia.org/wiki/Health_care_system
How to Teach It:

1. Research and discuss the insurance practices in Canada

2. Research the average cost for health care insurance for a family of four.  Compare Canada and the United States.

3. Discuss various insurance coverage options such as: emergency room care.

4.  Encourage students to read policies and understand conditions; to call and schedule appointments with their insurance representatives to understand conditions and policy language. 
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Personal Financial Literacy – Activity 7 – Risk Management and Insurance

Applies to Standards:   9.2
Personal Financial Literacy: All students will develop skills and strategies that promote personal and financial responsibility related to financial planning savings, investment, and charitable giving in the global economy.  

Brief Description:      In groups, students will locate and research two nursing homes.  One in Essex County and one in Bergen County.




They will research the following factors for class discussion.   

1. Does this nursing home provide long-term residency?

2. What type of services does it offer in addition to health services, i.e?  Counseling services for families, interactive activities for patients.

3. Compare the yearly cost of residency for each location 

4. List the amenities of each nursing home  

5. Document family support services

6. Research and list any advocacy groups that support families of nursing home patients.

7. What services does each nursing home provide after a patient leaves the facility?

Nursing Homes in NJ – Supplemental Resources:

www.carepathways.com/
www.medterms.com/script/main/art.asp?articlekey+24859
How to Teach It:
· Discuss why families would put a family member in a nursing home. 

· Group students to debate pro or con as whether they would put a family  member in a nursing home

· Discuss the comparison of nursing home care to a family member or members rotating care to an elderly relative

· Discuss  a local senior facility in Newark such as New Community and encourage students to think of ways high school students can provide community service to support senior residents them while they are confined to a nursing home.   
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Personal Financial Literacy – Activity 8 – Risk Management and Insurance
Applies to Standards:    9.2    Personal Financial Literacy:  All students will develop skills and strategies that promote personal and financial responsibility related to financial planning savings, investment, and charitable giving in the global economy.
Brief Description:      Self insurance is a risk management method in which a calculated amount of money is set aside to compensate for the potential future loss.  Self insurance is possible insurable risk that is predictable and measurable enough in the aggregate to be able to estimate the amount of needs to be set aside to pay for future uncertain losses.   Self insurance is less readily available for individuals because individuals rarely gain sufficient cost savings on small premiums to justify specialized self-insurance captives, interventions and negotiations with insurer.  The class will discuss self- insurance as it relates to professional entertainers and sports figures, and relate it to and understand the relationship with people in the workplace and risks they can incur.  

Possible Losses – Supplemental Resources:

www.finweb.com/insurance/personal-liability-insurance-101.html
How to teach:

· Explain and give examples of self insurance as a risk management method

· Discuss how losses would be paid by a company

· Discuss self insurance as it relates to catastrophes such as flood area, earthquakes 

· Give examples of workplaces that would warrant employees to request self insurance 

Class Discussion:   Understanding Self Insurance 

· Discuss self insurance as it relates to professional basketball players

· Discuss why an entertainer such as Tina Turner would insure her legs

· Name at least 5 people in visible careers who would acquire self insurance and explain why? 

· Name places of employment and positions where a person would want to be self insured.
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Personal Financial Literacy – Activity 9 – Risk Management and Insurance  
Applies to Standards:    9.2    Personal Financial Literacy:  All students will develop skills and strategies that promote personal and financial responsibility related to financial planning savings, investment, and charitable giving in the global economy.

Brief Description:   Health insurance provides payment to people who suffer a financial loss as a result of illness or injury.  Individuals covered by health insurance limit their potential liabilities and ensure that they will receive adequate medical care.  The federal government has two health care plans, Medicare and Medicaid that are available to some individuals.   Medicare is a government-sponsored health insurance plan that is funded largely by taxes that most working people pay.  It provides benefits to individuals who are at least age 65 and qualify for social security.  Medicaid is a government sponsored program that provides health insurance for low income individuals.  The program is administered on a state-by-state basis, so eligibility may differ for people from state to state.

Medicare and Medicaid – Supplemental Resources:

www.medicare.gov
www.medicaid.gov
How to Teach:        

· The class will discuss the recipients of Medicare and the recipients of Medicaid 

· Discuss the benefits and coverage provided by each of the health insurance programs.

· Why is health insurance likely to become a bigger and more complex issue in the future?

· Discuss why medical insurance is an important part of financial planning.

Class Project:

In groups, discuss analysis and research the following.  Document your answers and opinions in report form.  Use the internet to research health care insurance.  Identify the web sites and present the information in class with your report or PowerPoint presentation.

1.  Why do insurance companies want to know if a person smokes?

2. What is a group plan?

3. Why might someone purchase additional insurance on their own?

4. What kind of person might be a good candidate for high deductible health insurance policy? 

5. Why do you think the government provides insurance to older and poorer Americans?

Back to Index
UNIT 6 – CIVIC FINANCIAL RESPONSIBILITY

Back to Index
Activity-Financial Ethics 101-1
Applies to Standards: 




9.2  All students will develop skills and strategies that promote personal and financial responsibility related to financial planning, savings, investment, and charitable giving in the global economy.  
Brief Description:



Students will examine case studies in financial ethics to demonstrate the importance of ethical and civic considerations in economics. Students will use ethical decision calculi to test the rightness and wrongness of certain actions and decisions.

How to Teach It:

1. Introduce the lesson by asking if students have heard of the golden rule.  Have a discussion about whether or not they feel ethics are important.  Do they think that it is important to care about others?  What happens to humans when they only care about themselves and will hurt others for personal gain?  

2. Have students take turns reading a paragraph or two from the handout aloud.

3. Review the instructions with the students and break them into small discussion groups to work on the questions.  Students should discuss their answers and one member per team should record the answers.

4. Bring the groups together as a full class and review the answers.

5. Closure – ask students if they think that these decision-making criteria could be helpful in other areas of their life.  Did they find the activity helpful in defining their own values?  

6. Homework assignment – ask students to come up with an ethical quandary for class discussion (without violating anyone else’s privacy).  Is there a situation that you or someone you know has struggled with resolving?  How could the greatest good and golden rule tests help resolve this difficult situation?

Financial Ethics 101 – Supplemental Resources:

Additional resources for Some sources on Corporate Ethical Violations - http://www.globalexchange.org/getInvolved/corporateHRviolators.html 

http://www.corporatepolicy.org/issues/crime.htm
http://www.whistleblower.org/
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FINANCIAL ETHICS 101

“Those who stand for nothing fall for anything.” – Malcolm X

Ethics is the branch of philosophy concerned with determining if actions are right or wrong.  It is the essential study of morality and human values.

When thinking financially, many people seem to value money and only money.  Living a good life is about more than just growing personal wealth.  There are other things in life that are extremely important, like relationships, love, and feeling like your life is important.  Without these things, no amount of money will make a person’s life healthy and happy.

A crucial component in figuring out who you are and being the best person you can be is determining your personal values.  Once you can figure out what is really important to you, you can take actions with the best intentions, to maximize what is valuable to you.  Then, even if you fail, you can feel good knowing that you did your best to do what you thought was right.

Philosophers throughout history have struggled to figure the best ways of testing decisions to see if they meet your value criteria.  Below are two basic ways of approaching decisions in all walks of life, including in the area of how you spend your time, energy, and money.

1. Greatest Good – Does the action taken maximize the greatest good for the greatest number of people?  Even though the action may have made some sacrifices, was it to the overall benefit of my family, community, country, or world?

2. Golden Rule/Universability Test – If I were on the receiving end of the action, would I think the action was right?  If everyone in the world acted in this way, what would the world be like?

These ethical theories illustrate two basic approaches to decision-making.  The first is based on the works of philosophers like Niccolo Machiavelli, Jeremy Bentham, and John Stuart Mill.  It is also called utilitarianism.  It essentially argues that even though individual rights or interests might be sacrificed, a decision could be moral if it serves a greater good like that of your family, country, or world.  For example, it may be ethically justified to keep a secret or lie in a situation where the truth might destroy a family, or cause more pain than it would solve.

The second is based on the works of philosophers like Immanuel Kant, and is also called deontology.  It argues that you should evaluate actions without necessarily looking to the consequences to discover if they were ethical.  Simply ask if you would want it done to you, and if everyone did it, how would life be.  In the same example, would you want the secret kept from you?  If everyone in your family kept secrets or lied all the time, would your family really be a functioning, trustworthy and loving family?

Business Ethics is a field of study that involves taking business and financial situations and applying these principles.  The attached worksheet illustrates some examples.
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FINANCIAL ETHICS 101 WORKSHEET

Instructions – for each of the following example situations, use the greatest good and the golden rule tests to determine what the right course of action, in your opinion.  Write your answer and be prepared to discuss it with the class.

1. You buy something at the store and the cashier accidentally gives you too much change.  Should you point it out and correct the transaction? What is the greatest good you should consider?  What would you say if you applied the golden rule?  What do you think is the right thing to do and why?

2. You go shopping and are picking up items to purchase.  Because you can’t carry an item at the moment, you put it in your pocket to bring up to the register but forget that it is in your pocket when at the register.  Should you bring it back and pay for it before you leave the store? What is the greatest good you should consider?  What would you say if you applied the golden rule?  What do you think is the right thing to do and why?

3. You want to start a business.  You have the choice hiring a professional firm to do your accounting or hire your cousin, who claims to have a little bit of accounting experience.  What is the greatest good you should consider?  What would you say if you applied the golden rule?  What do you think is the right thing to do and why?

4. You have put aside money to buy yourself a car, something you have always wanted.  When you are about to purchase it, your best friend loses their job and will get kicked out of their house if they cannot pay the rent next month.  Should you help your friend, even though it might cost you the opportunity to buy the car you have always wanted?  What is the right thing to do and why?

5. You own a business.  Times are tough at the moment, the business is losing money, and one of your workers is having many problems in his personal life that are affecting his work (he is coming in late, messing up tasks, etc.).  You consider that firing him would probably be good for the business, but would destroy his life completely to the point where the pressure may even cause him to take his own life.  What is the greatest good you should consider?  What would you say if you applied the golden rule?  What do you think is the right thing to do and why?

6. You have made some money and are considering investing in some stocks.  You find out that some of the highest performing stocks have been accused of some horrible abuses to workers overseas, have destroyed the environment, and have supported some of the most brutal and oppressive regimes, even if they were at war with the United States and committing genocide.  Should you invest in those companies? What is the greatest good you should consider?  What would you say if you applied the golden rule?  What do you think is the right thing to do and why? 

FINANCIAL ETHICS 101 WORKSHEET TEACHER’S GUIDE

Allow students time to discuss these questions in groups or work on them individually.  Then, bring the class together for discussion.  Use the following guide to help supplement the discussion of each question:

Questions 1 and 2 - Answers will vary.  Many students might say that it depends on the amount of money or the value of the goods involved.  A true utilitarian may struggle to evaluate what the greater good is in this instance, often depending on what the person may use the money or item for if they decide to keep it.  A deontologist would certainly say that it would be unethical to be dishonest and that if you owned a business, you would want your customers to be honest as well.  Additionally, if everyone were dishonest about mistakes during business dealings, business transactions would be very difficult and fraught with mistrust.  This would prevent many economic exchanges which could cripple the economy.

Question 3 – This question could be tied into the article on why athletes go broke – one of the main reasons cited was that they had picked family and friends who were not always qualified as business managers or accountants.  This choice could be death for a business venture.  There is, however, the good of the family to be considered, and the value of family as a bond that may supersede the risks involved in the eyes of some students.  This decision will certainly vary from student to student and should spark interesting class discussion.

Question 4 – The question of whether to purchase a luxury item for yourself or give to someone in need is always a quandary.  Answers may depend on how reliable the student believes the friend to be.  Some may think of the golden rule and universability test as strictly forbidding a person from choosing luxury over helping someone in need, as most anyone who would put themselves on the receiving end would want their friend to help them.  This question may be very difficult to answer honestly, but it does put a person’s values to the test and could really call students to question what kind of person they want to be.

Question 5 – This question may be very difficult to resolve as well.  It is often difficult to fire someone, especially someone you feel bad for due to personal circumstance.  Student answers will probably vary.  This question certainly pits the health of the business as a whole (perhaps seen as the greater good) against the good of the individual, whom you may identify with if you engage in the golden rule test.  There are no perfect answers to this question and will be up to students to resolve for themselves.

Question 6 – Many of the most profitable companies that trade stocks have been implicated in various controversies, from war profiteering to labor exploitation, to environmental degradation, etc.  It is important that students do research on companies before investing in them blindly to make sure they are not contributing to some evil that the student really cares about.  For example, IBM was implicated in creating a custom punch card system for the concentration camps of Nazi Germany, Coca-Cola has been accused of kidnapping and murdering labor organizers at their bottling plants in Colombia, Disney has been exposed for exploiting child labor in Southeast Asia, Citigroup, GE, and many others have been accused of knowingly laundering drug money.  The list goes on and on.  Corporations are fined millions of dollars every year by the US government for safety, antitrust, environmental, labor, product quality, and other violations.  Students should consider how and where they want to invest their money before blindly looking to the stock ticker to determine how to invest.

Additional resources for Question 6 – 

IBM and the Holocaust - http://www.ibmandtheholocaust.com/ 
Corporate fines in the 1990s - www.corporatepredators.org/top100.html 

Info on Coca-Cola and many others - http://www.globalexchange.org/getInvolved/corporateHRviolators.html 

http://www.corporatepolicy.org/issues/crime.htm
http://www.whistleblower.org/
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Activity-Why should I care about the rest of the world?-2
Applies to Standards: 




9.2  All students will develop skills and strategies that promote personal and financial responsibility related to financial planning, savings, investment, and charitable giving in the global economy.  
.
Brief Description:



Students will examine brainstorm ways in which events and conditions in other parts of the community, country, and world can affect and are interconnected with their lives directly and indirectly.  Students will use these connections to justify philanthropic concern and action.
How to Teach It:

1. Introduce the lesson by reviewing homework assignments and lessons learned in the ethics lesson.  Why is it important to consider the concerns of others, even if you place the highest value on your own interests?  How can the suffering of others affect your life?  Brainstorm some ideas.

2. Have students take turns reading a paragraph or two from the handout aloud.

3. Give out idea web handouts.  Explain how the idea web works – that they should put their life in the center circle, some event that happened outside their personal life in an outer circle, and find a connection to put into the circles in between.  Students may also create their own idea webs.

4. Review the instructions with the students and break them into small discussion groups to complete activity.  Students may work on the idea web individually.

5. Bring the groups together as a full class and review the answers.

6. Closure – ask students if they feel that their own lives are interconnected with the lives of others.  Ask them to think about what they envision for their future – what people will they be interconnected with?  What issues that affect others will affect their personal futures?

Click here for idea web handout.

Importance of Attitude – Supplemental Resources:
Graphic Organizer Model for Activity 2

Quotes on caring for others debate - http://www.guardian.co.uk/notesandqueries/query/0,,-7193,00.html
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Why should I care about the rest of the world?

“No man is an island…” – John Donne

“The only thing we can do is play on the one string we have, and that is our attitude.” – Charles Swindoll

Whether we want to be or not, human beings are genetically and instinctually programmed with moral and emotional reactions to the experiences of others.  Although many people have experienced much pain and been trained to repress these feelings, we are by nature compassionate to the pain of others.  The question often arises: why?

While there are no perfect justifications, even philosophers who have argued for people to rise above conventional morality to value self-interest above all have admitted that in many circumstances, individuals depend on the welfare of others in order to live their own life to the fullest.  

Many of the luxuries we enjoy as a country, for example, are heavily dependent upon the lives of others throughout the world.  A substantial portion of the goods and services we consume in America are produced in other nations.  When a crisis happens in an oil-producing country, our gas prices may rise dramatically or we may even have gas shortages (e.g. the gas crisis of the 1970s after instability in the Middle East).  When people are starving and desperate for work, companies may move manufacturing jobs from the United States to those desperate places since they will work for less pay (as has been happening for several decades).  There are a number of ways in which the conditions in other parts of the world can affect our lives, opportunities, and quality of life here.

This interconnectedness is not just at the global level either.  There are many ways in which conditions in other parts of the country or the community can affect us directly and indirectly.  Can you think of some examples?

Instructions:

1. Use the idea web provided (or create your own) to connect some events to your own life.  The center circle should read “my life, opportunities, conditions, etc.”.  Outer circles might include social problems that happen elsewhere, like war, famine, poverty, natural disasters, pollution, etc.

2. Try to fill in circles between global events and your own life.  What connections exist between global affairs and your own life?

3. Once completed with the idea web, answer the following in writing:  Why is it important to remember the conditions of others?  How can the conditions of others affect your life, directly and indirectly?

Back to Index
IDEA WEB
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Activity 3 – Debating the Impacts of the Growth of Business

Entrepreneurship and commerce have been growing steadily in the last several hundred years.  Many creative people have found innovative ways of generating economic activity and growth, but the world remains dynamic and changing.  The innovation of new technology, from the cotton gin to the steam engine to the internet, brings about new opportunities and changing economics throughout the world.  More and more, business is being conducted on a global scale and the effects of entrepreneurship can be felt all over the world.  The effects of the growth of business entrepreneurship and global capitalism have been debated for many years.  Let’s look at some basic pros and cons:

What are some consequences of business growth and innovation throughout the world?

	PROS
	CONS

	New businesses create jobs and often help to reduce poverty
	New businesses may compete with others and take economic opportunities away from someone else

	Competition causes innovation of products
	New products may challenge certain traditional and cultural practices, causing some cultures and traditions to diminish over time

	New, innovative products and technologies, medicines, etc. improve the quality of life
	Some businesses do not treat workers well and may do harm to the natural environment

	More business and commerce tends to reduce crime and war by creating economic reasons to maintain peace
	The benefits of new business sometimes increase the gap between rich and poor, possibly causing anger and desperation among certain populations

	Small business ownership creates jobs and more opportunities for anyone with entrepreneurial spirit
	Many barriers exist to the success of small business, like the dominance of large, multi-national companies


These arguments are very complicated and obviously do not apply to all circumstances.  There are certainly many benefits and possible harms of any economic activity.  Ultimately, it is up to you to envision what the world should be like.  Should all parts of the world be promoting entrepreneurship and the growth of commerce?  Is it good to expand small business ownership into local and global communities?  Does this kind of growth create economic stability and a higher quality of life?

After research and group discussion, complete the activity on the following page.
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ENTREPRENEURSHIP – RESEARCH ASSIGNMENT
Do some internet research and try to come up with a solid answer with evidence and fill out the chart below:

Should all parts of the world be promoting entrepreneurship and the growth of commerce?  Is it good to expand small business ownership into local and global communities?  Does this kind of growth create economic stability and a higher quality of life?
List 3 reasons under each possible answer.  Below the chart, write your own opinion and state why you feel that way.

	YES
	MAYBE
	NO

	
	
	

	
	
	

	
	
	


Some suggested websites to look at:

Pros and Cons of Globalization:

http://www.buzzle.com/articles/pros-and-cons-of-globalization.html
http://www.articlesnatch.com/Article/The-Pros-And-Cons-Of-Globalization/823395 

Entrepreneurship is good:

Case Study – Brazil - http://www.entrepreneurship.org/en/resource-center/brazils-entrepreneurship-boom.aspx 

Entrepreneurship is founded on personal liberty - http://www.cato-at-liberty.org/2009/08/24/entrepreneurship-for-good/
Economic Growth/Capitalism is Bad:
Possible costs of Economic Growth

http://www.bized.co.uk/virtual/economy/policy/outcomes/gdp/growth2.htm
Website on various problems with global capitalism:  www.adbusters.org 
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Activity-Government Programs-4
Applies to Standards: 




9.2  All students will develop skills and strategies that promote personal and financial responsibility related to financial planning, savings, investment, and charitable giving in the global economy.  
.
Brief Description:



Students will read articles and analyze a chart and graph regarding the expansion of government services and taxation in the 20th century.  Students will answer questions about the readings and table as an assignment and discuss their answers with small groups and with the class.

How to Teach It:

1. Introduce the lesson by asking what the world would be like if we did not have to pay taxes at all.  What services do your taxes actually pay for?  Why does government use tax dollars to fund public projects?  

2. Introduce the reading assignment by having students take turns reading the introduction and instructions aloud.

3. Have students read the document in small groups.  They may divide the reading into sections, read to each other, or divide the reading assignment into group tasks like vocabulary secretary, note-taker, and group leader.

4. Students should answer the questions individually or in groups to stimulate discussion.

5. Group representatives should share their answers to the class.

6. Closure – revisit the introduction question – what would be the consequence of getting rid of all taxes?  Are government programs necessary for society?  Have student opinions changed at all after this research?

Government Programs Research – Supplemental Resources:

Great website for government programs - http://www.sharedprosperity.org/bp208.html 

Government Budget in real time - http://usdebtclock.org/ 

A welfare success story - http://www.nytimes.com/1998/03/08/books/a-welfare-success-story.html 

Has welfare reform worked? - http://www.aphsa.org/publications/Doc/PP/0603ART1.pdf 
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ACTIVITY – ANALYZING THE PUBLIC SECTOR

The two most famous examples of massive government program expansion to aid in solving social ills of the day both occurred in the 20th century during times of great difficulty in the nation (including the Great Depression, Civil Rights struggles, and the assassination of a president respectively).  Both were complicated by foreign entanglements that would cause war, yet both had significant impacts on American politics and society.  Their successes and failures are still contested today.

The “New Deal” of the 1930s was a series of measures created to help the country recover from the massive economic crash and ensuing Depression of the late 1920s.  The New Deal created various government agencies that hired unemployed people, provided safety nets for those in need (like Social Security for retirees), and built countless works projects (like roads, bridges, houses, etc.) to stimulate America and give people hope in times of great fear and uncertainty.

The “Great Society” of the 1960s was a series of programs created to combat poverty, promote arts, literature, and information, and deal with the growing turmoil of racial inequality that would tear America apart and bring cities to rioting by the decade’s end.  These measures included Civil Rights Laws, the “War on Poverty” welfare programs, endowments for arts and public broadcasting, and many others.

Both of these programs were funded by high rates of taxation.  An often overlooked statistic from this era is that federal income tax rates from the 1930s through the 1980s were far higher than tax rates today in America (as high as over 90% for the wealthiest Americans in the 1940s-1960s).  See the tax rate graph below for an idea of how this expansion of government services was funded.  
Instructions:

1. Read the articles below
2. Highlight key points of the reading

3. Answer – what programs do you think were most necessary for the good of the United States and why?

4. Answer – was the increase in taxation on the wealthiest Americans good for society?  Why or why not?

5. Answer – would you be willing to pay more taxes if the government could promise an increase in jobs for the unemployed, services to the poor and too struggling minorities, and programs to address other societal ills of today?  Why or why not?
The New Deal

1933-1938 (from http://www.u-s-history.com/pages/h1851.html )

The nation needed immediate relief, recovery from economic collapse, and reform to avoid future depressions, so relief, recovery and reform became Franklin D. Roosevelt's goals when he took the helm as president. At his side stood a Democratic Congress, prepared to enact the measures carved out by a group of his closest advisors — dubbed the “Brain Trust” by reporters. One recurring theme in the recovery plan was Roosevelt’s pledge to help the “forgotten man at the bottom of the economic pyramid.” 
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Birth of the “New Deal” 

The term New Deal was coined during Franklin Roosevelt’s 1932 Democratic presidential nomination acceptance speech, when he said, "I pledge you, I pledge myself, to a new deal for the American people." Roosevelt summarized the New Deal as a "use of the authority of government as an organized form of self-help for all classes and groups and sections of our country." 

At his inauguration in March 1933, Roosevelt declared in his lilting style, "Let me assert my firm belief that the only thing we have to fear is, fear itself — needless, unreasoning, unjustified terror which paralyzes needed efforts to convert retreat into advance." In his first 99 days, he proposed, and Congress swiftly enacted, an ambitious "New Deal" to deliver relief to the unemployed and those in danger of losing farms and homes, recovery to agriculture and business, and reform, notably through the inception of the vast Tennessee Valley Authority (TVA). The New Deal effects would take time; some 13,000,000 people were out of work by March 1933, and virtually every bank was shuttered. 

The New Deal programs were born in Brain Trust meetings prior to Roosevelt’s inauguration, and also were a grateful nod to Theodore Roosevelt's "square deal" of 30 years earlier. Members of the group included Raymond Moley, an American journalist and public figure; Rexford Tugwell, Adolf Berle of Columbia University, attorney Basil O'Connor, and later, Felix Frankfurter of Harvard Law School. Many of Roosevelt's presidential campaign advisors continued to counsel him after he was elected, among them Berle, Moley, Tugwell, Harry Hopkins, and Samuel I. Rosenman; but they never met again as a group after his inauguration. 

Herbert Hoover 

Opening the way for the New Deal, President Herbert Hoover was defeated by Franklin D. Roosevelt in the Election of 1932. Hoover, who had been blamed for the stock market crash and the Depression, strongly opposed Roosevelt's New Deal legislation, in which the federal government assumed responsibility for the welfare of the nation by maintaining a high level of economic activity. According to Hoover, Roosevelt had been slow to reveal his New Deal programs during the presidential campaign and worried that the new president would sink the nation into deficit spending to pay for the New Deal. Roosevelt never consulted Hoover, nor did he involve him in government in any way during his presidential term. 

The "Hundred Days" 
The president called a special session of Congress on March 9. Immediately he began to submit reform and recovery measures for congressional validation. Virtually all the important bills he proposed were enacted by Congress. The 99-day (March 9-June 16) session came to be known as the "Hundred Days." 

On March 12, 1933, Roosevelt broadcast the first of 30 "fireside chats" over the radio to the American people. The opening topic was the Bank Crisis. Primarily, he spoke on a variety of topics to inform Americans and exhort them to support his domestic agenda, and later, the war effort. During Roosevelt's first year as president, Congress passed laws to protect stock and bond investors. 

Among the measures enacted during the first Hundred Days were the following: 

  Emergency Banking Act (March 9), provided the president with the means to reopen viable banks and regulate banking;

  Economy Act (March 20), cut federal costs through reorganization of and cuts in salaries and veterans' pensions;

  Beer-Wine Revenue Act (March 22), legalized and taxed wine and beer;

  Civilian Conservation Corps Act (March 31). Three million young men, between the ages of 18 to 25, found work in road building, forestry labor and flood control through the establishment of the Civilian Conservation Corps (CCC);

  Federal Emergency Relief Act (May 12), established the Federal Emergency Relief Administration to distribute $500 million to states and localities for relief. Administered by Harry Hopkins for relief or for wages on public works, that federal agency would eventually pay out about $3 billion;

  Agricultural Adjustment Act (May 12), established the Agricultural Adjustment Administration to decrease crop surpluses by subsidizing farmers who voluntarily cut back on production;

  Thomas Amendment to the Agricultural Adjustment Act, permitted the president to inflate the currency in various ways;

  Tennessee Valley Authority Act (May 18), allowed the federal government to build dams and power plants in the Tennessee Valley, coupled with agricultural and industrial planning, to generate and sell the power, and to engage in area development. The TVA was given an assignment to improve the economic and social circumstances of the people living in the river basin; and the

  Federal Securities Act (May 27), to stiffen regulation of the securities business. 

The “Second Hundred Days" 
Congress also enacted several important relief and reform measures in the summer of 1935 — sometimes called the Second Hundred Days. 

During the Second Hundred Days, those measures enacted included: 

  Joint resolution to abandon the gold standard (June 5);

  National Employment System Act (June 6), to create the U.S. Employment Service;

  Home Owners Refinancing Act (June 13), to establish the Home Owners Loan Corporation (HOLC) to refinance non-farm home mortgages;

  Glass-Steagall Banking Act (June 16), to institute various banking reforms, including establishing the Federal Bank Deposit Insurance Corporation, that insured deposits up to $5,000, and later, $10,000;

  Farm Credit Act (June 16), to provide for the refinancing of farm mortgages;

  Emergency Railroad Transportation Act (June 16), to increase federal regulation of railroads; and the

  National Industrial Recovery Act (June 16), to establish the National Recovery Administration and the Public Works Administration.

Following Roosevelt's lead, the government launched a relief program, the Civil Works Administration (CWA), in winter 1933-1934. The CWA provided funds to such authorities as mayors and governors for public projects including road, bridge, and school construction, park restoration, and others. Critics castigated the CWA as make-work, much of it useless. 
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After a few months, Roosevelt terminated the CWA, but other programs enjoyed longer lives. The Civilian Conservation Corps (CCC) lasted from 1933 until 1942. Its members produced notable and lasting results with flood control, soil conservation and forestry programs. The Works Progress Administration (WPA) was established in 1935 to provide work for the unemployed. Between that year and 1941, the WPA employed an average of two million people a year. The WPA went on to spend billions on reforestation, flood control, rural electrification, water works, sewage plants, school buildings, slum clearance, student scholarships, and other projects. Their crowning achievement came in the completion of the Bonneville Dam on the Columbia in 1937. 

The New Deal also greatly influenced the American Labor Movement, especially through the following legislation: 

  Through the National Industrial Recovery Act of 1933 the National Recovery Administration (NRA) came into being. The NRA attempted to revive industry by raising wages, reducing work hours and reining in unbridled competition. Portions of the NRA were ruled unconstitutional by the Supreme Court in 1935; however, the Works Progress Administration (WPA), which was the second part of the NRA, was allowed to stand. The majority of its collective bargaining stipulations survived in two subsequent bills. The NRA — a product of meetings among such “Brain Trust” advisors as Raymond Moley, big business leaders, and labor unionists — illustrated Roosevelt's willingness to work with, rather than against, business interests. 

  Employees were guaranteed the right to negotiate with employers through unions of their choosing by the Wagner Act of 1935, and it established a Labor Relations Board as a forum for dispute resolution. The act bolstered the American Federation of Labor, and pointed to the inception of the Congress of Industrial Organizations (C.I.O.), another labor movement. 

  Workers were given the right to bargain collectively through the National Labor Relations Act of 1935. 

  The Fair Labor Standards Act of 1938 promulgated a 44-hour workweek with time-and-a-half for overtime and pegged a minimum wage of 25 cents an hour. The act also provided that the hours worked would drop to 40 and the wage would incrementally rise to 40 cents. In addition, the bill made child labor under the age of 16 illegal. 

The U.S. government could reach out in the widest way to alleviate human misery — such was an assumption that underlay the New Deal. Beginning in 1935, Congress enacted the Social Security Act of 1935 (and later amendments) that provided pensions to the aged, benefit payments to dependent mothers, crippled children and blind people, and unemployment insurance. Small businesses, homeowners and the oil and railroad industries were given help by other legislation. 

Who paid for the New Deal? 

The foregoing projects, and others, were expensive, and the government was not taking in enough revenue to avoid deficit spending. To fund all the new legislation, government spending rose. Spending in 1916 was $697 million; in 1936 it was $9 billion. The government modified taxes to tap wealthy people the most, who could take it in stride most easily. The deficit was made up in part by raising taxes and borrowing money through the sale of government bonds. Meanwhile, the national debt climbed to unprecedented heights. 
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Response in the U.S. Supreme Court 

Supreme Court Chief Justice Charles Evans Hughes provided a swing vote during the critical Depression and New Deal eras, although liberal senators had assumed that he would hold conservative positions when he was nominated by Hoover in 1930. Critics have suggested that some of Hughes’ pro-New Deal stances were prompted by a desire to weaken FDR's court-packing scheme, not by conviction. He supported Franklin Roosevelt’s decision not to pay government obligations in gold, provided a critical vote upholding collective bargaining rights under the Wagner Act and upheld the controversial Social Security Act. 

On other occasions, however, Hughes dealt severe blows to the New Deal, most notably in Schechter Poultry Corporation v. United States (1935), in which he voted with the majority to strike down the National Industrial Recovery Act. In 1937, Hughes publicly opposed Roosevelt’s plan to pack the Supreme Court with sympathetic justices and offered his opinion in writing to the Senate Judiciary Committee. 

Opponents of the New Deal 

By 1934, the New Deal was encountering opposition from both ends of the political spectrum. All around the country, brazen unions — some Marxist-influenced — sparked job actions, including a city-wide strike in San Francisco. Nevertheless, the most prominent left-wing threat to Roosevelt was a Louisiana senator, Huey P. Long, who railed at the New Deal for not doing enough. Conservatives argued that Roosevelt had done too much. Some of them organized the American Liberty League in August 1934 to galvanize the right. However, in the mid-term elections, the Democrats gained enough seats in both houses of Congress to enjoy veto-proof majorities. 

The nation saw measurable progress by 1935, but businessmen and bankers increasingly opposed the New Deal. The president's experiments alarmed them. The rich, conservatives, numerous businessmen — and those who were all three — vigorously opposed the New Deal. They were dismayed by his toleration of budget deficits and his removal of the nation from the gold standard, and were disgusted by legislation favorable to labor. 

Election of 1936 

The U.S. Supreme Court had been nullifying crucial New Deal legislation, but the president was re-elected by a wide margin in 1936. That nationwide endorsement of FDR, who carried every state except Vermont and Maine, convinced him that he had popular backing. To capitalize on it, Roosevelt introduced legislation to expand the federal courts, ostensibly as a straightforward organizational reform, but actually to "pack" the courts with justices sympathetic to his proposals. He was unsuccessful, but constitutional law would eventually change to allow the government to regulate the national economy. 

Conclusion 

As the free world geared up to fight the Axis powers, Roosevelt began to turn his attention away from domestic policies and toward helping the Allies, while maintaining an isolationist position towards entering the fighting of World War II. With America’s eventual entry into the war, that nation’s economy continued to improve. Large-scale production of military equipment and the draft turned America’s eyes toward a larger enemy than the beast of poverty that it had once known during The Great Depression, thus closing the chapter on the New Deal.

 THE GREAT SOCIETY (from www.pbs.org)

When John Gardner became the Secretary of Health, Education, and Welfare, he was joining President Lyndon Johnson not just as a cabinet member, but as the engineer of his ambitious agenda of social reform known as the "Great Society." 

In the wake of President Kennedy's assassination in 1963, a wave of sympathy and public support enabled President Johnson to pass a number of Kennedy Administration proposals including the Civil Rights Act of 1964. Building on this momentum, Johnson introduced his own vision for America: "the Great Society" -- in which America ended poverty, promoted equality, improved education, rejuvenated cities, and protected the environment. This became the blueprint for the most far-reaching agenda of domestic legislation since the New Deal -- legislation that has had a profound effect on American society. 

Perhaps driven by his own humble beginnings, Johnson declared a "War on Poverty" as central to building the Great Society. In 1960, despite the prosperity of the times, almost one-quarter of all American families were living below the poverty line, and entire regions of the country, like central Appalachia, were bypassed by the economic growth of the postwar years. Moreover, technological advances in industry were also changing job requirements for American workers. The good-paying, unskilled jobs of the past were disappearing, and those without education and skills were being left behind. 

The first piece of Great Society legislation, the Economic Opportunity Act 1964, tried to give people tools to get out of poverty. The bill created a Job Corps similar to the New Deal Civilian Conservation Corps; a domestic peace corps; a system for vocational training; and Head Start, a pre-school program designed to prepare children for success in public school. The bill also funded community action programs and extended loans to small businessmen and farmers. 

Johnson's landslide re-election victory over Republican opponent Barry Goldwater in 1964 added to the momentum of Great Society reforms. Over the next four years, Johnson enacted a flurry of legislation. One of the most ambitious efforts was the establishment of Medicare to provide health care for America's senior citizens. 

In 1964, 44 percent of seniors had no health care coverage, and with the medical bills that come with older age, this propelled many seniors into poverty. In fact, more than one in three Americans over 65 were living below the poverty line -- more than double the rate of those under 65. Medicare was an important and big change in American health care -- it was called the "biggest management job since the invasion of Normandy" -- and it was up to John Gardner to make it work. He helped shepherd Medicare to reality, and the results have been extraordinary: virtually all seniors now have health care, and the poverty rate for the elderly has fallen to approximately one in ten -- a rate lower than that of the general population. Along with Medicare, the Johnson Administration established the Medicaid program to provide health care to the poor. 

Education reform was also an important part of Johnson's Great Society, and a particular passion of Gardner's. In 1964, 8 million American adults had not finished 5 years in school; more than 20 million had not finished eight years; and almost a quarter of the nation's population, around 54 million people, hadn't finished high school. In 1965, Congress passed the groundbreaking Elementary and Secondary Education Act which for the first time provided federal funding for education below the college level passed the Higher Education Act, which created a National Teachers Corps and provided financial assistance to students wishing to attend college. 

Urban renewal and conservation was the third major component of the Great Society. Ever since the end of World War II, cities faced a shortage of good, affordable housing, At the same time, the suburbanization of America along with the changing economy meant that many businesses began to leave city centers, an exodus that was accelerated by urban rioting that began in earnest after the Watts riot in 1965 in Los Angeles, and continued throughout Johnson's term. As part of a response, Johnson signed the Housing and Urban Development Act of 1965 that established the Department of Housing and Urban Development (HUD) and expanded funding for public housing. In addition, he provided aid to cities to rebuild blighted areas. 

Johnson's ambitions for a Great Society were checked by his ambitions in Vietnam. The cost of the war in Vietnam along with the costs of his domestic programs strained the economy. Moreover, as the war became more and more unpopular, Johnson lost the political capital needed to continue these reforms. Critics of the Great Society also charged that these programs just created bureaucracies and threw money at problems without producing results. Still others rejected the notion that the federal government should be undertaking these tasks at all. Nevertheless, the impact of the Great Society in many areas is undisputed as political leaders today still wrestle with how to deal with these issues of poverty, health care, and education.
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Top US Marginal Income Tax Rates, 1913--2003

Introduction

This is a table of the top marginal tax rate faced by married couples for most of the last century in the US. 

Note that these are top marginal rates only, not average effective rates. That is, 

· the rate is not an average rate (total tax paid divided by total income), but a marginal rate (the rate paid on dollars of income over the "top bracket," listed below as "Taxable income over--"); 

· the rate does not take into account all possible exemptions and deductions, so taxes actually paid may have been lower than these nominal rates indicate. 

The table is limited to married couples merely to make the presentation simpler. 

Historical rates (married couples, filing jointly)

Table

	Tax year
	Top marginal
tax rate (%)
	Top marginal
tax rate (%) on
earned income,
if different<1>
	Taxable
income over--

	1913
	7
	 
	500,000

	1914
	7
	 
	500,000

	1915
	7
	 
	500,000

	1916
	15
	 
	2,000,000

	1917
	67
	 
	2,000,000

	1918
	77
	 
	1,000,000

	1919
	73
	 
	1,000,000

	1920
	73
	 
	1,000,000

	1921
	73
	 
	1,000,000

	1922
	58
	 
	200,000

	1923
	43.5
	 
	200,000

	1924
	46
	 
	500,000

	1925
	25
	 
	100,000

	1926
	25
	 
	100,000

	1927
	25
	 
	100,000

	1928
	25
	 
	100,000

	1929
	24
	 
	100,000

	1930
	25
	 
	100,000

	1931
	25
	 
	100,000

	1932
	63
	 
	1,000,000

	1933
	63
	 
	1,000,000

	1934
	63
	 
	1,000,000

	1935
	63
	 
	1,000,000

	1936
	79
	 
	5,000,000

	1937
	79
	 
	5,000,000

	1938
	79
	 
	5,000,000

	1939
	79
	 
	5,000,000

	1940
	81.1
	 
	5,000,000

	1941
	81
	 
	5,000,000

	1942
	88
	 
	200,000

	1943
	88
	 
	200,000

	1944
	94 <2>
	 
	200,000

	1945
	94 <2>
	 
	200,000

	1946
	86.45 <3>
	 
	200,000

	1947
	86.45 <3>
	 
	200,000

	1948
	82.13 <4>
	 
	400,000

	1949
	82.13 <4>
	 
	400,000

	1950
	84.36
	 
	400,000

	1951
	91 <5>
	 
	400,000

	1952
	92 <6>
	 
	400,000

	1953
	92 <6>
	 
	400,000

	1954
	91 <7>
	 
	400,000

	1955
	91 <7>
	 
	400,000

	1956
	91 <7>
	 
	400,000

	1957
	91 <7>
	 
	400,000

	1958
	91 <7>
	 
	400,000

	1959
	91 <7>
	 
	400,000

	1960
	91 <7>
	 
	400,000

	1961
	91 <7>
	 
	400,000

	1962
	91 <7>
	 
	400,000

	1963
	91 <7>
	 
	400,000

	1964
	77
	 
	400,000

	1965
	70
	 
	200,000

	1966
	70
	 
	200,000

	1967
	70
	 
	200,000

	1968
	75.25
	 
	200,000

	1969
	77
	 
	200,000

	1970
	71.75
	 
	200,000

	1971
	70
	60
	200,000

	1972
	70
	50
	200,000

	1973
	70
	50
	200,000

	1974
	70
	50
	200,000

	1975
	70
	50
	200,000

	1976
	70
	50
	200,000

	1977
	70
	50
	203,200

	1978
	70
	50
	203,200

	1979
	70
	50
	215,400

	1980
	70
	50
	215,400

	1981
	69.125
	50
	215,400

	1982
	50
	 
	85,600

	1983
	50
	 
	109,400

	1984
	50
	 
	162,400

	1985
	50
	 
	169,020

	1986
	50
	 
	175,250

	1987
	38.5
	 
	90,000

	1988
	28 <8>
	 
	29,750 <8>

	1989
	28 <8>
	 
	30,950 <8>

	1990
	28 <8>
	 
	32,450 <8>

	1991
	31
	 
	82,150

	1992
	31
	 
	86,500

	1993
	39.6
	 
	89,150

	1994
	39.6
	 
	250,000

	1995
	39.6
	 
	256,500

	1996
	39.6
	 
	263,750

	1997
	39.6
	 
	271,050

	1998
	39.6
	 
	278,450

	1999
	39.6
	 
	283,150

	2000
	39.6
	 
	288,350

	2001
	39.1
	 
	297,350

	2002
	38.6
	 
	307,050

	2003
	35
	 
	311,950


Graph

This graph is a plot of year (first column in the table) against the corresponding top marginal rate (second column in the table) (in blue). Where the top marginal rate on earned income differs (1971--1981), it is also plotted (in red).
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Activity-Charity Research-5
Applies to Standards: 

9.2  All students will develop skills and strategies that promote personal and financial responsibility related to financial planning, savings, investment, and charitable giving in the global economy.  

.

Brief Description:
Students will research and evaluate different charitable organizations to develop an understanding of what makes the charity rating system and how to be a critical philanthropist.  Students will select issues they care about and find the best paths for philanthropy in those areas.  **Computer lab time should be reserved (1-2 days) for research on this project.

How to Teach It:

1. Introduce the lesson by asking if students have ever donated to a charity.  What is involved?  Is it hard?  Why do people do it?

2. Give out the handout on why people donate to charity.  Have students take turns reading a paragraph or a reason aloud.

3. Briefly check for understanding.  Do students understand why donating to charity has tax benefits, among other benefits?

4. Assign the Charity Research assignment.  Ask students if there are issues that they care about.  Review the list of recommended topic areas below.  Also, inform students that some charities have been accused of wasting money on things like “administrative costs”. Charities are rated by independent organizations on how well they utilize resources.

5. Allow students ample time to research and develop a presentation on charities regarding issues they care about.  Students may work in small groups, as many of their interests may overlap.

6. Class time should be provided for student presentations.

Supplemental Group Activity:

In groups, create a non-profit agency that you feel is needed in your community.  This agency will benefit young adults who are continuing their education after high school and seek mentoring and employment while in college.  Consider advocating for part-time employment in the field of study that each student will choose.

Charity Research – Supplemental Resources:

Handout on Why Someone Should Donate to Charity
Charity Rating Websites

www.charitywatch.org
www.charitynavigator.org
www.guidestar.org/charity-ratings
www.chairtyguide.org
For businesses and charities

www.bbb.org (Better Business Bureau)
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Why Donate to Charity

Many people may ask, “Why should I donate to charity?  How does it serve me?”  This is a difficult question to answer, and one that is ultimately very personal.  Below are some reasons many have considered.  
“First of all, charitable donations are a direct reflection of my values and perspectives. Whenever I donate money, I’m contributing it towards something that I feel has importance. If I want to see food available to homeless people in my community, I can donate to the local food pantry or soup kitchen. If I want to fight global warming, there are plenty of organizations that are fighting for such change. The real question is whether you have found something with enough importance to you to speak out with your pocketbook.

Second, helping others improves your self worth in many ways. Once you’ve given something to a charity that you truly believe in, you feel good about it. The money in your pocket went towards a cause beyond what you can manage in your daily life; a cause that combined with the similar actions of others can actually bring about change in the world. That’s not something you can get from buying yourself a flat panel television.

Third, charitable donations have indirect benefits. Here’s an example: in the community where I grew up, there was a food pantry where people would donate food and others who were in need would eat it. My parents would often take fresh produce from the garden there in the summer. The family of one of my closest friends was extremely poor and without some food support from the pantry, my friend’s parents likely would not have been able to keep their house and would have had to move away. At a crucial point in my life, this friend pushed me to do something that I would have never done on my own. The result? I received a full scholarship to college that I wouldn’t have received otherwise.  Because my parents quietly donated to that pantry, a series of events occurred that ended up with their son having an opportunity to get a college education. When people talk about charity coming back around, this is exactly what they’re talking about.”
 

Other reasons include:

1. Tax benefits – donations to charity can be deducted from your taxable income, meaning you have to give less of your money to the government

2. Reduce clutter – donations to charity do not have to be money donations – many people donate items they do not need that are taking up space to organizations like Goodwill.  Donate 5 bags worth of goods to Goodwill and they will give you a receipt for a sizeable tax deduction.

3. Donate in the name of someone as a gift or memorial – if a loved one has passed away, many people donate in that person’s name to a charity the deceased cared about.  Some people even prefer donations in their name as holiday gifts as opposed to traditional gifts.
4. The state of the world affects us all – while it may not seem like social issues like the environment, war and genocide abroad, etc. may affect your daily life, the quality of life in the world has a direct effect on you.  For example, instability or unrest in the world may affect levels of output in oil-producing countries which may raise your gas prices.  Or, poverty elsewhere causes more immigration to the United States, perhaps increasing competition for jobs or causing more crowded schools and hospitals, etc.  There are many ways in which conditions for others may affect your life.
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Activity – Charity/Non-Profit Research

Step 1 – Pick an issue that you care about.  See the list below for some ideas.

Step 2 – Research what charitable organizations deal with the issue.  

Step 3 – create a Power Point, poster, or other multimedia presentation that outlines the following components:

· What charities are popular that work on your selected issue?

· What functions do the charities perform – what exactly do they do?

· What is each charity’s rating according to various organizations that rate the success and viability of the organization

· Recommend to the class which charity they should be donating to if they care about the issue and why

· Recommend which charities should be avoided and why

List of Sample Social Issues:

· Urban Blight

· Poverty – subtopics include underemployment, homelessness, food insecurity, rural poverty, lack of health care, lack of child care, etc.

· Alcohol and Drug Addiction

· The Mentally Handicapped

· Physically Disabled

· Helping Veterans of Military Service

· Disease – research and prevention, treatment

· Environment – subtopics include global warming, coral reef destruction, deforestation, pollution, chemical runoff, slash and burn agriculture, habitat destruction, oil spills, etc.

· Energy Scarcity – subtopics include renewable energy, oil depletion, 

· International poverty

· Natural Disaster Relief – helping victims of hurricanes, tsunamis, earthquakes

· War-torn countries – assistance for refugees in places like Darfur (or many others), landmine removal, promotion of peace, etc.
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Activity-Government vs. Charity Debate-6
Applies to Standards: 




9.2  All students will develop skills and strategies that promote personal and financial responsibility related to financial planning, savings, investment, and charitable giving in the global economy.  
.
Brief Description:
Students will use research to debate the effectiveness of government programs to combat societal ills vs. the comparative success of charitable giving and explore whether increasing taxation and government services trades off with charitable donation.

How to Teach It:

1. Introduce the lesson by asking if the students think that the government is better suited than the charity sector to handle social problems after doing some initial research.  

2. Assign the topic to the students.  Assign teams (affirmative, negative) to each debate topic and give out the instructions.

3. Students should divide tasks by assigning a team member one article each and by assigning others to external research.  Students should meet after 1-2 days of work to compile their cases and rebuttal arguments.

4. Students should have an assigned day to debate.  The class could vote for a winner and that winner could be assigned extra credit.  See debate rubric and rubric for written cases.

Additional resources included:

The think tank that defends charities over taxation and government programs – http://www.heritage.org
Long, Academic Article on Charity Crowd-Out

http://research.stlouisfed.org/wp/2007/2007-012.pdf
Articles on Charity vs. Government Services (Pro-charity)
Article defending New Deal
Think tank that defends government programs - http://www.sharedprosperity.org/ 
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Activity – Charity vs. Government Debate

Instructions – once you are assigned a team, research the arguments and find quotes and statistics to back up the arguments given.  Prepare an opening speech and rebuttal arguments for an in-class debate round.  The case and your performance in class will count as your assessment grade for this unit.

Topic 1 – Resolved – Charitable Organizations are better suited to solving societal ills than government programs.

Affirmative team will argue that government social services and foreign aid should be limited in order to lower taxes and rather use increased tax incentives to encourage people to use disposable money for charitable donations.  One of the best arguments against government service is that it is inefficient, corrupt, and creates dependency on the government, all of which charities can avoid.

Negative team should argue that charitable donations cannot be counted upon and government safety net programs like Social Security, Medicare, Affirmative Action, Public Works projects, etc., have transformed society in ways that charity could not (e.g. by creating jobs, building roads and infrastructure, etc.).  Negative should also argue that government can provide steady services unlike charities and that claims of inefficiency and dependency are exaggerated.

Topic 2 – Resolved - Taxation policy that supports government programs creates a trade-off with donations to charity and philanthropic investment.

Affirmative team should argue that the use of increased taxation and expanded government service programs like government health care, welfare, and others, trade off with donations to charity, as citizens have less money after taxes.  Also argue that government should increase tax incentives to encourage charitable giving and cut taxes and government programs otherwise.  Affirmative could also bring in financial considerations of the government, as the US federal government (as well as many state governments including New Jersey) are facing tremendous amounts of debt and must cut expenses.

Negative team should argue that the best way to save the United States economy is by expanding forced redistribution of resources through government services.  History proves that high levels of taxation (as occurred after the Great Depression through the 1970s) correlated with high economic growth and that the way to save people is through creating jobs and providing services through the government.  Encouraging charitable donations is no guarantee of a cure to social and economic problems.  Negative team should also argue that the idea of a trade-off is very debatable and exaggerated by the affirmative.

Back to Index

Articles to Read for Debate:
Free-Market Philanthropy: The Social Aspect of Entrepreneurship

Published on September 16, 2008 by Guinevere Nell , Paul Winfree and James Sherk Center for Data Analysis Report #08-07 

An enduring criticism of free markets is that they are based on self-centered greed. Commentators on the left deride American capitalism as "You're on your own" economics, in contrast to the social dem​ocratic vision of "We're in this together."[1]
Many observers admit that free markets create immense wealth and high standards of living, but also believe free markets encourage self-interest and reward greed. Seeking to earn Bill Gates's level of wealth can seem inherently selfish.

But the fact that the American economy rewards individual initiative does not signify that it pro​motes greed. In this paper, evidence is presented that supports that the philanthropic actions of entrepreneurs, measured by the size of their chari​table contributions as a portion of income, are 80 percent greater than the rest of the population. This suggests that those who benefit the most from the free market are motivated by more than narrow self-interest -- and give the most back.

Tradition of Philanthropic Entrepreneurs 

In America, entrepreneurship and philanthropy have always been closely linked. One prominent example is Andrew Carnegie, who first came to America as a poor immigrant and later earned hun​dreds of millions of dollars in the steel industry. He used his vast fortune to serve others, building 3,000 public libraries across the United States. By the end of his life, he had given away almost all his fortune. Philanthropic entrepreneurs are hardly a remnant of the past, having always had a place in American soci​ety and the economy. Today, Bill Gates is the classic wealthy entrepreneur, and few of his fellow Ameri​cans consider him greedy. The Bill and Melinda Gates Foundation is the largest charitable founda​tion in the world and has donated billions of dollars to prevent AIDS, offer college scholarships to minor​ities, and fight diseases in the developing world.

To determine whether charitable giving by entre​preneurs is exceptional or typical, The Heritage Foundation examined a sample of tax returns with reported charitable deductions that the IRS dis​closes through its Statistics of Income Division. This allows us to compare charitable giving of entrepre​neurs with the rest of the population.

For the purposes of this paper, entrepreneurs are considered tax filers who report more self-employ​ment or business income than wage and salary income. We exclude those with negative business income. Non-entrepreneurs are considered those who report no self-employment or business income. This allows for comparisons of those who run their own businesses -- a common understand​ing of an entrepreneur -- to those who remain in an employment relationship with an already-estab​lished business. Details of these definitions are in the appendix.

Entrepreneurs Give More to Charity 

Chart 1 examines entrepreneurial giving as a per​cent of adjusted gross income by income quintile. Entrepreneurs give substantially more of their income to charity than do non-entrepreneurs.



Interestingly, this is true at all income levels, not just for successful entrepreneurs. Even entrepre​neurs with low incomes give generously. Entrepre​neurs in the bottom quintile donate 0.6 percent of their income. This is more than six times the rate for non-entrepreneurs in the bottom quintile. Entre​preneurs in the middle quintile give 2.7 percent of their income to charity, triple the 0.9 percent that non-entrepreneurs give in the same quintile.

It is also true at the top. Entrepreneurs in the wealthiest fifth of the population contribute 3.1 percent of their income, compared to 2.2 percent among non-entrepreneurs. Overall, the typical entrepreneur donates 1.8 percent of his income, compared to 1 percent for the person not running his own enterprise. In other words, the average entrepreneur gives 80 percent more of his income than someone who does not work for himself or does not own his own business.

Entrepreneurs Give to Give Back 

Why do entrepreneurs give more to charity than their peers? The typi​cal entrepreneur is motivated to give by the same causes that drive giving by non-entrepreneurs. There are sev​eral important factors that especially motivate entrepreneurs to give. A recent survey of high net-worth phi​lanthropists showed that entrepre​neurs are significantly more likely to give to charity than their peers with comparable incomes and net worth in order to set a good example for their peers and children, or if they believe that nonprofits could provide a ser​vice that the government cannot.[2] Entrepreneurs are also more likely to give if they believe that a charity meets a critical need because they believe that giv​ing is a way to give back to society, or if they think that those with more should contribute to those with less.[3]
Who are the recipients of the donations from entrepreneurs? As Chart 2 illustrates, philanthropic entrepreneurs appear to be strong believers in the diversification of their charitable donations. Entre​preneurs contribute to educational organizations more often than to any other group; nearly 80 per​cent of their charitable donations are given to orga​nizations supporting art, culture, religion, or education, or to a foundation or charitable fund.[4] Similar to their peers, successful entrepreneurs rarely give to organizations that support basic needs, health care, or disaster relief.[5] Perhaps these are examples of government aid obstructing private assistance.
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When compared with their peers, entrepreneurs make substantially larger contributions to secular charities and educational organizations. Entrepre​neurs give, on average, about 81 percent more to secular causes and about 121 percent more to edu​cational organizations than do non-entrepreneurs.[6]
The evidence suggests that the typical entrepre​neur tends not to believe in a "You're on your own" society. Although policymakers do not need to cre​ate incentives to encourage entrepreneurs to give even more, they can encourage continued entrepre​neurial donations by eliminating taxes that con​strain charitable giving. In fact, of the 76 high net-worth entrepreneurs surveyed for the "Bank of America Study of High Net-Worth Philanthropy," more than 36 percent said that they would desig​nate more to charity in their wills, while more than 19 percent said they would designate "dramatically more" to charity, if Congress were to repeal the death tax.[7]
Conclusion 

Free markets rely on the entrepreneurial spirit, but that urge to create, innovate, and succeed is not grounded in self-centeredness. Entrepreneurs are no greedier than anyone else. On the contrary, the typical entrepreneur gives generously from the wealth he creates. Believing that government redis​tribution of wealth is harmful for the economy does not signify supporting a society where "You're on your own." Free markets enable entrepreneurs to become very wealthy -- and they often use this wealth to benefit others.

Guinevere Nell is Research Programmer, James Sherk is Bradley Fellow in Labor Policy, and Paul L. Winfree is a Policy Analyst in the Center for Data Analysis at The Heritage Foundation
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Proposed Decrease in Charitable Tax Deduction Crowds Out Civil Society

Published on April 10, 2009 by Ryan Messmore Backgrounder #2258 

Many nonprofit organizations are under severe financial pressure. They need donations more than ever, and the hurting people they serve have a stake in the unrestrained flow of those donations.

However, President Barack Obama's proposed budget for fiscal year (FY) 2010 moves in the opposite direction. It would raise taxes on those who can give the most and reduce their income tax deduction for charitable giving. This not only weakens one of the incentives to give, but also shifts perceived responsibility for social welfare from individual donors toward the state.

The Administration's Proposal

In February, the Obama Administration released its proposed federal budget for FY 2010. Included in the document are proposals to raise tax rates on high-income earners and to reduce their tax deduction rate on gifts to charities. These strategies are intended to raise funds for President Obama's health care plan.

American citizens in the highest marginal income tax bracket are taxed at a rate of 35 percent.1 If they donate to a charitable organization, they can receive a tax deduction at the same 35 percent rate. For exam​ple, if a couple in this bracket gives $10,000 to a hos​pital, they can write off $3,500 when filing their taxes. This write-off is not only an incentive to give to charitable organizations, but also a means for the couple to control more of their own money, from which they can potentially donate more to charity.

Under the President's proposal, beginning in 2011, families making over $250,000 per year would see their marginal personal income tax rate rise from 35 percent to 39.6 percent.2 Rather than keeping the charitable deduction rate consistent with the tax rate or even maintaining it at the present level, Obama proposes reducing it from 35 percent to 28 percent. At this reduced rate, the possible tax write-off for a $10,000 donation would drop from $3,500 to $2,800, a reduction of $700.[1]

HYPERLINK "http://heritage.org/Research/Reports/2009/04/Proposed-Decrease-in-Charitable-Tax-Deduction-Crowds-Out-Civil-Society" \l "_ftn2"[2]
The Obama Administration estimates that its proposed tax changes will provide $630 billion in additional revenue over 10 years.

The Likely Consequences

The President claims that his tax plan will have only a small negative effect on charitable giving. Measured as a percentage, this may be true, but the estimated reduction in giving means billions of dol​lars less each year for charities, especially if weak economic conditions continue.  Scholars at the Center on Philanthropy at Indi​ana University recently looked at how the Administration's tax proposals would have affected giving among the wealthy in 2006 (the most recent year for which itemized deduction data are available). In 2006, taxpayers earning more than $200,000 accounted for about 44 percent of all itemized char​itable gift deductions. The center estimated that if Obama's proposed changes had been in place, total itemized contributions from wealthy households would have been almost $4 billion lower.[3]
While this is only a small percentage of total annual charitable donations, it is more than the combined annual operating budgets of the Ameri​can Cancer Society, World Vision, St. Jude Chil​dren's Research Hospital, Habitat for Humanity, and the American Heart Association.[4] Moreover, other scholars estimate that under Obama's proposal, annual donations to charitable organizations would drop by more than $4 billion and possibly by as much as $9 billion.[5]
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The Obama tax plan will likely have the greatest effect on organizations that depend on donations from high-income Americans. Universities and medical centers could be hit particularly hard. The President has stated that he wants to increase the number of college graduates in America and pro​mote research leading to significant medical breakthroughs. However, his proposed tax changes will make it more difficult for wealthy donors to make the large financial gifts on which many educational and medical institutions rely.

Crowding Out Civil Society

In addition to receiving less money from wealthy donors, charitable organizations could face a more subtle yet significant challenge under the Obama plan: Government could crowd them out of social welfare provision. This phenomenon occurs when government claims increasing responsibility for tasks traditionally performed by civil society and absorbs a larger percentage of the resources dedi​cated to carrying out those tasks.

Studies have shown that government spending on charitable causes leads people to give less to charity. According to Arthur Brooks of the American Enterprise Institute, a dollar in government spend​ing on nonprofit activities displaces up to 50 cents in private giving.[6] One study, for example, reveals that:

Franklin Delano Roosevelt's New Deal programs sharply reduced churches' charitable giving to the poor: The researchers noticed a 30 percent drop in church-based charity from 1933 through 1939, as federal spend​ing to aid the needy went from zero to more than 4 percent of GDP. The researchers concluded that government funds were directly responsible for nearly all the drop in private church charity.[7]
This "crowding out" effect does not occur only when government actually spends money on social programs for the poor. Brooks found that merely endorsing such policies-simply believing that government should move in that direction-displaces giving:

The evidence...connects charity with beliefs, not policies. The data tell us that it matters little whether the government is actually redistributing income and lessening inequality-what appears to displace charity is a person's support for these policies.[8]
Such evidence demonstrates the subtle but significant power that policy proposals exert on citi​zens' assumptions, expectations, and actions.

Shifting Focus

President Obama defends his proposal as a way of "equalizing" tax breaks for donors in different tax brackets. In his news conference on March 24, 2009, he said it would not be fair to allow wealthy donors to write off more than can be written off by lower-income or middle-income donors who give the same amount: "[U]ltimately, if we're going to tackle the serious problems that we've got, then in some cases those who are more fortunate are going to have to pay a little bit more."[9]
However, the President ignores the fact that the less than 5 percent of workers who earn more than $250,000 annually pay 48 percent of all federal income taxes.[10] That they may use the deduction to redirect a portion of this to private charities does not change the simple fact that the wealthy shoulder a larger burden for social welfare under the present tax system. President Obama's statement about the "more fortunate" paying more is not the issue because they already pay more. The point, rather, is that he seems to believe that the federal bureaucracy can deploy the resources of the wealthy more effectively than nonprofit civil society organizations can.
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Furthermore, the concern for equalizing tax breaks for donors risks distracting attention from President Obama's stated concern for helping "folks who have fallen on very hard times."[11] The President admits that his plan will reduce charitable giving. Ironically, however, he seems to be letting his desire to equalize differences among donors undercut his desire to help the poor. To remain consistent with his rhetoric, he should instead create conditions in which individuals can maximize their voluntary donations to charity, especially in tough economic conditions.

The Wrong Message

Perhaps most important, President Obama's pro​posal sends the wrong message about the value of civil society and the role of government. Choosing to raise taxes while reducing charitable deductions for high-income earners indicates that the President thinks government can best determine how to dis​tribute people's money.

In their influential book To Empower People, Peter Berger and the late Richard John Neuhaus describe the importance of "mediating institutions" to a healthy democratic society. Such institutions include the family, churches, and nonprofit organi​zations, which stand between citizens and the large institutions of public life.[12]
Mediating institutions are essential for generating and maintaining the operative values of American society. They are also well equipped to provide a helping hand to people in the context of face-to-face relationships. They have intimate knowledge of those in need, and they understand social problems in up-close-and-personal ways. Driven by deep convictions and compassion, such organizations can provide loving forms of assistance and care that government programs cannot offer, and often for less money. Smaller and more flexible than most government bureaucracies, local church congregations and charities can also spawn creative social innovations that benefit those in need.

Berger and Neuhaus argue that public policy should "cease and desist from damaging mediating structures."[13] More than that, public policy should protect mediating institutions and, where possible without co-opting them, empower them in their efforts to promote the common good.

The tax plan in President Obama's budget blue​print runs counter to the basic philosophy underlying these propositions. The President's proposal conveys the belief that government can decide bet​ter than individuals how their dollars should be spent. It also implies that the state should assume responsibility for people's needs even at the expense of vital mediating institutions. Ultimately, it communicates the notion that America is better off with expansive and intrusive government than it is with limited government.

In short, President Obama's proposed tax plan would weaken the role of the local, the personal, and the voluntary. It would penalize those who can give the most, shift dollars from citizens and local private charities to distant government bureaucra​cies, and prioritize mandatory taxation over volun​tary tithing and charitable giving.

Such messages are important-perhaps more important than the amount by which charitable giving would decline in the short term. These messages say that people should look more to government for help in times of need. They direct people's assump​tions and expectations about how the common good should be pursued in society.

Regrettably, President Obama's proposed tax changes move the dial of social responsibility one more notch in the direction of the state. This sets a course for adopting many future policies that could chip away at local, personal, and mutual obligations and increase dependence on government. The Pres​ident's vision of expanding government control of health care exemplifies this mindset, and his objec​tive of government-controlled health care is driving the plan to raise taxes and reduce charitable deduc​tions for wealthy citizens.

Conclusion

President Barack Obama should use his presiden​tial authority and influence to encourage voluntary giving and protect nonprofit groups, especially during tough economic times. President Obama speaks articulately and often of the important roles that charitable institutions play in America. He should send an equally clear message in his policy. Recon​sidering the proposed tax changes regarding charitable donations would be a good place to begin.

Ryan Messmore is William E. Simon Fellow in Religion and a Free Society in the Richard and Helen DeVos Center for Religion and Civil Society at The Heritage Foundation.
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The Shortcomings of Government Charity – Private Charities Offer the Best Cure for Poverty

The Freeman Online, May 2007, Volume 57, Issue 4; by Jude Blanchette

Jude Blanchette is a freelance writer living in China.
In their book, Myths of Rich and Poor, W. Michael Cox and Richard Alm observe, “Some part of human nature connects with the apocalyptic. Time and again, the pessimists among us have envisioned the world going straight to hell.” To be sure, “pessimists” apparently run most national newspapers. Headline after headline screams about the brutality, avarice, death, and inequality that infest our world. Be it violence in the Middle East, droughts in Africa, drug wars in South America, or airplane crashes across the globe, there seems to be little to celebrate in our modern world.

Because it lacked the typical journalistic flair for the dour, a story appearing on the website of the Examiner last December 18 might have been passed over by most casual readers. “Charitable giving in ’06 predicted to outpace ’05 record,” was the headline. It reported that “total donations in 2005 hit a high of $260 billion and 2006 should top that.” For those who noticed the article, it provided a perhaps brief pause in the bad news, but little more. To more-interested parties, however, it was a simple reminder of the longstanding crusade by America’s private charities and individual philanthropists to mitigate one of the world’s oldest social ills: chronic poverty.

For large charities such as the Salvation Army and smaller local charities run by churches and other private organizations, the fight against poverty has been going on for the past 150 years. Tragically, standing in their way has been the federal government. Besides an effort to wage “war” on poverty beginning in the 1960s, the federal government has attempted to intercede and dole out aid since the beginning of Franklin Roosevelt’s New Deal. These interventions have proven costly and yielded disastrous results. By continually siphoning funds away from the private sector, lawmakers and bureaucrats further diminish the ability of civil society to deal with the problem of poverty. (As Charles Murray shows in Losing Ground, poverty was declining steadily through the 1950s and 1960s up until the Great Society programs kicked in during the early 1970s.)

If the plight of the poor is to be truly addressed, Americans should study the lessons of the past. Earlier in the twentieth century, private charities offered a more effective cure for chronic indigence, and it was through mutually beneficial activities and voluntary funding that the spirit of American compassion was unleashed. In the best interests of the poor, the government should withdraw itself completely from all activities designed to help them and allow civil society its full range of motion.

Unfortunately, most social commentators see increased state action as the best (indeed, the only) way to fight poverty. With apologies to Ian McEwan, the welfare state has become “the repository of collective fantasy.” Private charities, they often argue, financed by volunteers and private donations, cannot meet the immense burden of welfare provision. Advocates of public assistance see “private enterprise” as an economic system that functions on Hobbesian self-interest and that would leave the poor to suffer if profit could not be squeezed from their labor.

Many proponents of laissez faire recognize these common protestations, but are unable to provide cogent rebuttal. On the surface it would seem that only government, with its vast infrastructure and immense financial resources, can improve the plight of the poor. Private charities, subject to the vagaries of voluntary donations, are a far less reliable source of income.

Yet if this were the case, how is it that after more than 40 years since the Great Society and more than $8 trillion spent (in 2000 dollars) so little headway has been made by the government in alleviating poverty?

This is not to say that poverty has not diminished in America. Indeed, the market economy has virtually eliminated extreme poverty in the United States. The average poor American lives a lifestyle that would be envied by most of the world’s citizens. But this is a product of the market economy not government handouts. It is only through wealth creation, not wealth distribution, that we see the wellspring of human progress.

Most Americans today were born after the New Deal and therefore have no memory of American social policy before the 1930s. Those then alive will recall that before the policies implemented by Roosevelt, there effectively were no social-welfare programs provided by the federal government. State and local government programs in place during that time, such as soup kitchens and state-run orphanages, were meager affairs in comparison to the welfare programs of today. The question must then be asked: If the government wasn’t helping the poor, who was?

To put it simply, neighbors and religious communities helped the less fortunate, and members of different races, ethnicities, and occupations expressed solidarity to improve their financial independence. In effect, it was private voluntary cooperation that came to the aid of the poor. In the absence of government assistance, the social net cast by private charities, organizations, and businesses reached farther and remained much stronger than federal welfare programs.

According to Merriam-Webster’s Collegiate Dictionary, poverty is “a lack of money or material possessions,” and on the surface money would seem to be the obvious remedy. But if reducing poverty were simply a matter of transferring funds from rich to poor, then the “War on Poverty” should have been won years ago. In Losing Ground, Murray chronicles the failures of federal social policies from 1950–1980, concluding, “The first effect [of government policy] . . . was to make it profitable for the poor to behave in the short term in ways that were destructive in the long term. Their second effect was to mask these long-term losses—to subsidize irretrievable mistakes. We tried to remove the barriers to escape poverty, and inadvertently built a trap.” The “trap” was built through the largess of the federal government, which exacerbated the dependency of the poor on handouts, and supported decisions that furthered damaging behavior.

Observing the English Poor Laws in 1835, Alexis de Tocqueville wrote in Memoirs on Pauperism: “Man, like all socially-organized beings, has a natural passion for idleness. There are, however, two incentives to work: the need to live and the desire to improve conditions of life.” In effect, the government destroys both of these incentives. By receiving food, shelter, and most other necessities, welfare recipients aren’t faced with the need to provide for themselves. Likewise, by supporting all lifestyle decisions, both good and bad, government insulates the poor from having to face the consequences of unfavorable choices. Tocqueville was prescient in his critique of government welfare, forecasting, “I have said that the inevitable result of public charity was to perpetuate idleness among the majority of the poor and to provide for their leisure at the expense of those who work.” By traditionally allocating the bulk of its resources as cash payments, the government increased dependency and neglected to address the causes of perpetual poverty.

Welfare Reform

The idea of entitlement has been rectified to some extent by the federal government’s 1996 welfare reform. Officially named the Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (PRWORA), it has succeeded in decreasing the federal welfare caseload. Individuals are no longer “entitled” to receive aid now that states must choose among its population who is to receive cash payments. According to a Department of Health and Human Services (HHS) news release in 2002, “Between PRWORA’s enactment in August 1996 and December 2001, the welfare caseload fell nearly 57 percent from 12.2 million recipients to fewer than 5.3 million. This is the largest welfare caseload decline in history and the lowest percentage of the population on welfare since 1965.”

Yet in many ways PRWORA has failed. HHS can claim success since its enactment because of statistical chicanery. Fewer and fewer individuals are now eligible for cash assistance, and since only those receiving monthly payments are counted on the welfare roles, the program is deemed a success. Yet as Michael Tanner of the Cato Institute concludes, “[W]elfare reform has done little to make individuals self-sufficient. Even after leaving welfare, most former recipients continue to rely on a wide variety of noncash government assistance programs.” At the same time that cash assistance has decreased, noncash handouts have increased markedly. According to the New York Times (2003), “[F]ederal and state welfare money spent on cash assistance declined 44 percent in 2002, from 77 percent in 1997. The proportion allocated to various types of noncash assistance shot up to 56 percent, from 23 percent in 1997.

And the Associated Press reported in February,

· The welfare state is bigger than ever despite a decade of policies designed to wean poor people from public aid. 

· The number of families receiving cash benefits from welfare has plummeted since the government imposed time limits on the payments a decade ago. But other programs for the poor—including Medicaid, food stamps and disability benefits—are bursting with new enrollees. 

· The result, according to an Associated Press analysis, is that nearly one in six persons rely [sic] on some form of public assistance, a larger share than at any time since the government started measuring two decades ago. 

How, Not How Much

The primary reason private charity is more effective and more humane in providing for the poor lies in how aid is given, not simply how much is given. If administered indiscriminately, any type of aid renders the recipient in a worse predicament than before, for now he is dependent on the handouts of others. As Isabel Paterson wrote in The God of the Machine: “[T]ake the case of a truly needy man, who is not incapacitated, and suppose that the philanthropist gives him food and clothes and shelter—when he has used them, he is just where he was before, except that he may have acquired the habit of dependence.” Economist and Freeman columnist Walter E. Williams comes to a similar conclusion in More Liberty Means Less Government, labeling indiscriminate aid “animal compassion.” Writes Williams: “Compassion towards animals includes making sure the animal has adequate food and water, medical attention and when needed, suitable shelter, and a toy or two for entertainment. . . . Animal compassion bears none of the hardships and complexities of human compassion. You don’t have to instill lessons of independence. In fact, independence is a negative.”

Like any other government monopoly (public schools, the post office), public charity is insulated from competition and financial loss, and thus inefficient spending is inevitable. Indeed, bureaucrats have an incentive to recruit recipients in order to justify bigger budgets. With the need to control costs diminished, aid can be handed out regardless of conditions or situations facing potential recipients. By way of comparison, private charities, churches, and mutual-aid societies are faced with economic realities and must attempt to decide who truly merits aid, as well as how to best bring about the recipient’s economic independence. An admittedly subjective process, this helps to eliminate freeloaders, thus allowing more resources to be directed to the deserving poor. As law professor Richard A. Epstein writes in Principles for a Free Society: “Since charitable budgets were—as they are today—limited, if not fixed, a primary concern was how to maximize the benefits over all the indigent: that is, how to prevent scarce resources from being drained off by those who were not really needy or who had, in fact, resources of their own; and then to channel those resources to those who were most in need.”

Only private institutions, however, can turn down aid applicants using self-imposed criteria. Conversely, government programs often operate under the belief that humans have a “right” to aid. Marvin Olasky, author of The Tragedy of American Compassion, believes that this entitlement is the problem. He writes: “The War on Poverty of the 1960s was a disaster not so much because of its new programs but because of their emphasis on entitlement rather than need. Opportunities to give aid with discretion disappeared as welfare hearings became legal circuses and depersonalization triumphed. Freedom came to mean governmental support rather than the opportunity to work and move up the employment ladder.” Over 150 years ago, Tocqueville reached the same conclusion:

I am deeply convinced that any permanent, regular administrative system whose aim will be to provide for the needs of the poor will breed more miseries than it can cure, will deprave the population that it wants to help and comfort, will in time reduce the rich to being no more than tenant-farmers of the poor, will dry up the sources of savings, . . . and the indigent, no longer being able to take from the impoverished rich the means for providing for his needs, will find it easier to plunder them of all their property at one stroke than to ask for their help.

Values Stressed

In stark contrast to the “cookie-cutter” approach of government, private charities such as that maintained by the Mormon church stress personal responsibility, spiritualism, and good character as the most effective combatants of indigence. In its 1936 “Church Welfare Plan,” the Mormon church formulated the guidelines that underpinned their policy on charity. The plan was “a system under which the curse of idleness would be done away with, the evils of a dole abolished, and the independence, industry, thrift and self-respect be once more established amongst our people. The aim of the Church is to help the people to help themselves.”

Likewise, Olasky points out, during the end of the nineteenth and the beginning of the twentieth centuries, a multiplicity of Jewish- and Christian-run charitable activities arose in America’s major cities as populations began to urbanize and poverty became more visible. Organizations such as the United Hebrew Charities, the Society of St. Vincent de Paul, and the Olivet Helping Hand Society stressed the importance of self-help, family ties, and living a prudent lifestyle if the individual wanted to regain self-reliance. They believed that aid given without nourishment of a man’s character would accomplish little except to demean him. As the founder of New York City’s Charity Organization Society, Josephine Shaw Lowell, wrote (quoted by Olasky), “Nothing should be done under the guise of charity, which tends to break down the character. It is the greatest wrong that can be done to him to undermine the character of a poor man.”

Perhaps the most extraordinary example of self-help and social cooperation during the late nineteenth and early twentieth centuries was the mutual-aid movement characterized by fraternal, or friendly, societies. As historian David Beito has shown, until the onset of the Great Depression and the resulting increase in government assistance, fraternal societies played a vital role in the welfare of the poor. It is estimated that by 1910, over one-third of the American adult male population were members of or had some affiliation with a fraternal society. The primary role of fraternal societies was to provide sickness and death benefits, which served as forms of health and life insurance. The function of the fraternal system is best characterized by a spokesman for one such fraternal society, who wrote (quoted by Beito): “[A] few dollars given here, a small sum there to help a stricken member back on his feet or to keep his protection in force during a crisis in his financial affairs; a sick Neighbor’s wheat harvested, his grain hauled to market, his winter’s fuel cut or a home built to replace one destroyed by a midnight fire—thus has fraternity been at work among a million members in 14,000 camps.”

Through a system of local lodges where charitable and social events were held, fraternal societies represented a plethora of races, religions, ethnicities, and occupations, according to Joseph P. Blanchette, my father, in The View from Shanty Pond. The Ladies of the Maccabees, for example, was a white, all-female society that provided health benefits, Beito writes. The Independent Order of Saint Luke was a black fraternal society that, in addition to providing for the sick and the survivors of its members, founded the Saint Luke Penny Savings Bank of Richmond, Va. Tired of the racist attitudes exhibited by some white merchants, the order went on to found the Saint Luke Emporium, which provided an opportunity for blacks to spend their paychecks in a black-owned store.

In addition to the financial services provided by fraternal societies, the individual lodges made it possible for immigrants to socialize and participate in activities together. When a member was sick or near death, his “brothers” or “sisters” felt a social obligation to help the victim’s family by either providing medical care or paying for burial. Blanchette quotes the motto of the Irish Benevolent Society, “We visit our sick, and bury our dead.” When members needed to borrow money during rough times, they were obliged to regain financial stability as quickly as possible. Much of the fraternal society’s appeal was due to its being one of the few avenues through which immigrants and the poor could assure themselves some financial stability. Not surprisingly, the demise of the fraternal society as a primary provider of mutual aid corresponded to the rise of the New Deal era of federal welfare policies.

If this voluntary social safety net was so wide and so pervasive, why did government step in? Ludwig von Mises’s analysis of interventionism accurately describes the rise of the welfare state: programs that were originally instituted to fill the “gaps” in the private safety net eventually exacerbated the problem at hand. This in turn produced a call for more intervention to fix the new problem. The latest round of intervention created its own unintended consequences, thus creating yet another demand for a “solution.” And on and on. Roosevelt’s New Deal and Lyndon Johnson’s Great Society propelled the welfare state to even greater heights (or depths, depending on how you view the issue).

History shows that it is only through private voluntary solutions that we see true human compassion. Organizations and individuals, in the spirit of compassion, provided poverty relief that embraced generosity, but recognized the dire consequences of haphazardly given aid. Most social workers of a century ago understood that good character, self-reliance, and strong social ties were virtues that must be instilled in the poor if there were to be any gains made in alleviating poverty. Before the Depression private solutions played an important moral and material role for the poor. Whereas government relies on coercion, charities and fraternal societies embody the qualities that make volunteerism socially advantageous.

Conversely, the past 70 years have shown that government has not prudently handled, and cannot prudently handle, the plight of the poor. Rather than help those in need of assistance during times of trouble, the federal government has imprisoned them in a political power game, resulting in increased dependence. Only abolition of the government dole will allow the private sector to once again achieve the levels of social welfare seen in the past.
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How (and Why) Athletes Go Broke

Recession or no recession, many NFL, NBA and Major League Baseball players have a penchant for losing most or all of their money. It doesn't matter how much they make. And the ways they blow it are strikingly similar

PABLO S. TORRE

What the hell happened here? Seven floors above the iced-over Dallas North Tollway, Raghib (Rocket) Ismail is revisiting the question. It's December, and Ismail is sitting in the boardroom of Chapwood Investments, a wealth management firm, his white Notre Dame snow hat pulled down to his furrowed brow.

In 1991 Ismail, a junior wide receiver for the Fighting Irish, was the presumptive No. 1 pick in the NFL draft. Instead he signed with the CFL's Toronto Argonauts for a guaranteed $18.2 million over four years, then the richest contract in football history. But today, at a private session on financial planning attended by eight other current or onetime pro athletes, Ismail, 39, indulges in a luxury he didn't enjoy as a young VIP: hindsight.

"I once had a meeting with J.P. Morgan," he tells the group, "and it was literally like listening to Charlie Brown's teacher." The men surrounding Ismail at the conference table include Angels outfielder Torii Hunter, Cowboys wideout Isaiah Stanback and six former pros: NFL cornerback Ray Mickens and fullback Jerald Sowell (both of whom retired in 2006), major league outfielder Ben Grieve and NBA guard Erick Strickland ('05), and linebackers Winfred Tubbs ('00) and Eugene Lockhart ('92). Ismail ('02) cackles ruefully. "I was so busy focusing on football that the first year was suddenly over," he says. "I'd started with this $4 million base salary, but then I looked at my bank statement, and I just went, What the...?"

…
What happens to many athletes and their money is indeed hard to believe. In this month alone Saints alltime leading rusher Deuce McAllister filed for bankruptcy protection for the Jackson, Miss., car dealership he owns; Panthers receiver Muhsin Muhammad put his mansion in Charlotte up for sale on eBay a month after news broke that his entertainment company was being sued by Wachovia Bank for overdue credit-card payments; and penniless former NFL running back Travis Henry was jailed for nonpayment of child support.

In a less public way, other athletes from the nation's three biggest and most profitable leagues—the NBA, NFL and Major League Baseball—are suffering from a financial pandemic. Although salaries have risen steadily during the last three decades, reports from a host of sources (athletes, players' associations, agents and financial advisers) indicate that:

• By the time they have been retired for two years, 78% of former NFL players have gone bankrupt or are under financial stress because of joblessness or divorce.

• Within five years of retirement, an estimated 60% of former NBA players are broke.

[image: image22.png]



• Numerous retired MLB players have been similarly ruined, and the current economic crisis is taking a toll on some active players as well.  

…
Why? Where do they go wrong?

I. THE LURE OF THE TANGIBLE
OVER THE YEARS Rocket Ismail's portfolio has contained a passel of dubious inventions and risky investments. After mentioning that he once poured money into a religious movie, the gregarious father of four goes uncharacteristically mum about the details. "I don't really want to go over that agony," he says, smiling thinly.

Ismail played two years in Canada and 10 in the NFL, estimating that he earned $18 million to $20 million in salary alone. He made an abortive NFL comeback attempt in 2006, never getting beyond workouts with the Redskins, and then navigated the reality-TV circuit (Pros vs. Joes, Ty Murray's Celebrity Bull Riding Challenge). Today he does a Cowboys postgame show on Fox Sports Net. … Yet he lost several million dollars, he admits, through "total ignorance."

It began in the winter of 1991 when he sank $300,000 into the Rock N' Roll Café, a theme restaurant in New England designed to ride the wave of the Hard Rock Cafe and Planet Hollywood franchises. One of his advisers pitched the idea as "fail-proof, with no downsides," Ismail recalls. He never recouped his money and has no idea what became of the restaurant.

Lesson learned? If only. After that Ismail squandered a fortune funding not only that inspirational movie but also the music label COZ Records ("The guy was a real good talker," says Rocket); a cosmetics procedure whereby oxygen was absorbed into the skin ("We were not prepared for the sharks in the beauty industry"); a plan to create nationwide phone-card dispensers ("When I was in college, phone cards were a big deal"); and, recently, three shops dubbed It's in the Name, where tourists could buy framed calligraphy of names or proverbs of their choice ("The main store opened up in New Orleans, but doggone Hurricane Katrina came two months later"). The shops no longer exist.
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You might say Ismail had a run of terrible luck, but the odds were never close to being in his favor. Industry experts estimate that only one in 30 of the highest-caliber private investment deals works out as advertised. "Chronic overallocation into real estate and bad private equity is the Number 1 problem [for athletes] in terms of a financial meltdown," Butowsky says. "And I've never seen more people come to me about raising money for those kinds of deals than athletes."

For the risk-averse investor, an adviser such as Butowsky would suggest allocating 5% to private equity, 7%--12% to real estate, 50%--65% to a mix of public securities (stocks, mutual funds and the like) and the rest to alternatives such as gold and hedge funds. Yet with athletes, who are often uninterested in either conservative spending or the stock market, those percentages are frequently flipped. Securities are invisible, after all, and if you don't study them, they're unintelligible. Not to mention boring. Inventions, nightclubs, car dealerships and T-shirt companies have an advantage: the thrill of tangibility.

Many players, consequently, are financial prey. "Disreputable people see athletes' money as very easy to get to," says Steven Baker, an agent who represents 20 NFL players. …. "It's always so predictable," Butowsky says. "Everyone wants to be the next Magic Johnson."

But Johnson is the rare, luminous exception of tangibility gone right. In 1994 he started a chain of inner-city movie theaters and diligently built a business empire. Today Magic Johnson Enterprises includes partnerships with Starbucks, 24 Hour Fitness, Aetna and Best Buy, and its capital management division has invested over a billion dollars in urban communities.

The rule, unfortunately, is a mogul manqué like McAllister. According to a civil suit filed on Feb. 20 by Nissan, the running back owes the car company more than $6.6 million plus almost $300,000 in interest on his car dealership. Or Muhammad, whose Cleveland music company, Baylo Entertainment, is being sued by Wachovia for allegedly failing to pay back $24,603.24 on a Visa Business Rewards credit card. Muhammad's 8,200-square-foot lakeside estate, which boasts a custom spa and the "largest residential aquarium in the Southeast," can now be had on eBay for $1.95 million, $800,000 less than he initially asked for.

…
Then there are the unnamed athletes and team personnel who pawned 400 title rings to the online reseller championship-rings.net over the past three months, a spike of about 33% from the same period last year. (A 2008 Giants Super Bowl ring was among them.) "It's mostly younger players who've been selling," says Tim Robins, the site's owner. "It's the economy. Selling these items is always embarrassing, a last resort."

II. MISPLACED TRUST
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SALARY ASIDE, the closest analogue to a pro athlete is not a white-collar executive. It's a lottery winner—who's often in his early twenties. "With athletes, there's an extraordinary metamorphosis of financial challenge," says agent Leigh Steinberg, who has represented the NFL's No. 1 pick a record eight times. "Coming off college scholarships, they probably haven't even learned the basics of budgeting or keeping receipts." Which then triggers two fatal mistakes: hiring the wrong people as advisers, and trusting them far too much.

…
Says Hunter, "They'll say, 'I got this guy, a cousin who's an accountant.' But he's usually an accountant in the 'hood. You hire him, you're doing him a favor."

Strickland realized that all too late. In 2001, when a "friend of a close friend" of the nine-year NBA vet proposed a real-estate deal in Georgia, Strickland turned to his business manager: his dad, Matthew, a retired lieutenant colonel in the Air Force. The paperwork on the plot of land, which was on sale for $1.8 million but supposedly had been appraised at as much as $3 million, appeared legitimate, and Strickland bought it. "I trusted my father to help look it over for me because I was hooping and didn't have time," Erick says. "He checked it out. But he didn't go that extra length."

The land wasn't worth anything close to what Strickland was told. "I had to take that hit," he says. "I wish my dad hadn't been put in that position. He just didn't have the knowledge." As for his close friend? Strickland says the man secretly got a cut of the deal, and the conflict caused a permanent "falling out" between them.

Relatives are not the only ones foolishly trusted with athletes' money. One up-and-coming guard in the NBA allows his entire fortune to be managed by his former AAU coach, who has the player's power of attorney. In a meeting with Butowsky in December, the guard's dad admitted that he has no idea who the son's accountant is and said he wanted a financial "intervention."

The NBA player's ignorance of his own affairs is not unique. According to Bob Young, the managing director of Apex Wealth Management in Doylestown, Pa., "You'll say to a player, 'How are you doing?' A lot of the time they'll respond, 'I have no idea.' All the bills are paid by someone else, and none of the statements go to [the athlete]."

…
On a much smaller scale, Torii Hunter and Astros pitcher LaTroy Hawkins recall the story of a former major leaguer from the Dominican Republic whose adviser took care of all his financial matters. One day the player's mail came to the clubhouse and Hunter playfully asked to see it. "It turns out he was paying this guy $5,000 a month on insurance for two cars in the Dominican Republic," Hunter says. "I got three cars, and I only pay $250 a month. He'd been with and trusted this guy [for almost 18 years]!"

Advisers warn that such overcharging is the most common form of financial bloodletting for athletes. "It's basically large-scale shoplifting," Butowsky says. "Athletes don't know industry standards, so virtually every one of them is being robbed." Brokers will encourage them to buy bonds with longer maturities because the commissions on them are often larger. Or they'll overcharge on portfolios—2% or 3% instead of the customary 1%.

A few years ago, Butowsky recalls, he met with a former high-round NFL pick whose adviser, also a former player, said that he couldn't reveal how much he was charging to manage the athlete's tax-exempt municipal bonds "because of the Patriot Act." According to Butowsky, he was taking $146,000 every year.

III. FAMILY MATTERS
IN 1996, when Panthers owner Jerry Richardson—a former NFL flanker turned businessman—addressed his players, one of them asked, What's the most dangerous thing that could happen to us financially? "Without blinking an eye," Ismail recalls, "Mr. Richardson said, 'Divorce.'"

Players today would not disagree. In a survey reported by the financial-services firm Rothstein Kass in December, more than 80% of the 178 athletes polled—each with a minimum net worth of $5 million and two thirds under the age of 30—said they were "concerned about being involved in unjust lawsuits and/or divorce proceedings." By common estimates among athletes and agents, the divorce rate for pro athletes ranges from 60% to 80%.

In divorce proceedings, of course, husbands routinely lose half of their net worth. But for athletes there is an aggravating factor: when the divorce happens. Most splits occur in retirement, when the player's peak earnings period is long over and making a comparable living is virtually impossible. Such timing is no accident. "There's this huge lifestyle change," says former NBA center Mark West, a licensed stockbroker who is now the Suns' vice president of player programs. "You and your wife are suddenly always at home, bugging each other. Before, you'd always say, 'I gotta go to practice.' Now you don't have to practice. You have to finish conversations."

…
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Given all the pressures on a pro athlete's marriage, one safety valve might be the prenuptial agreement—something "very strongly" recommended by agent David Falk, who surged to prominence representing Michael Jordan (who did not have one). "The percentage of prenups amongst athletes is appreciably lower compared with nonathletes at the same economic level," says celebrity divorce lawyer Raoul Felder, who has represented the ex-wives of Patrick Ewing, Jason Kidd and Mike Tyson.

…
Children almost always complicate the issue. How to limit paternity obligations is a challenge for pro athletes. Former NBA forward Shawn Kemp (who has at least seven children by six women) and, more recently, Travis Henry (nine by nine) have seen their fortunes sapped by monthly child-support payments in the tens of thousands of dollars. Last month Henry, who reportedly earned almost $11 million over seven years in the NFL, tried and failed to temporarily reduce one of his nine child-support payments by arguing that he could no longer afford the $3,000 every month. Two weeks later he was jailed for falling $16,600 behind in payments for his child in Frostproof, Fla.

An aversion to family planning goes hand in hand with neglect of other forms of financial foresight, which can affect what happens to athletes' fortunes even after they die. Hall of Fame linebacker Derrick Thomas, who died at 33 following a January 2000 car crash, had ignored the urging of his financial adviser to make a will, and his entire estate was left for the court to divide, touching off a legal battle among the five mothers of his seven children. (Of the estimated $30 million Thomas had earned in the NFL, he had only $1.16 million in valued assets at the time of his death.)

"Derrick didn't care about meeting with his planner, and we tried to set him up to do it 10 times," says Steinberg, who was his agent. "The sad truth is that there was a certain group of athletes who actually believed that if they ever sat down to write their wills, they were going to die."

IV. GREAT EXPECTATIONS
THE THORNIEST question for a pro athlete, however, isn't how he handles himself and those closest to him. It's "how you handle the new people suddenly emerging in your life," says Richard Lapchick, director of the University of Central Florida's DeVos Sport Business Management program. "They'll be expecting help or money or jobs. Often players don't know how to say no."

It's all part of that ossified notion of how a pro athlete should live and provide for those around him. If he isn't consuming conspicuously, then he hasn't made it. "When I was a young buck," says Hawkins, "I was trying to spend all my money. Now I try to preach to young guys in the clubhouse who are like that. I've got all this stuff from 10 years ago—jewelry, rims—that I think, Why the f--- did I even buy this?"
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As soon as an athlete goes pro, people in search of handouts tend to stretch the definitions of family and friends. When Hunter went to his hometown of Pine Bluff, Ark., for his grandmother's funeral last August, he found Old St. James Baptist Church packed, the line of cars outside stretching for blocks. "But my grandma didn't know anybody," Hunter says. "She just lived at home." When he stepped outside the church, people "came running, all dressed up, chasing after me," Hunter says. "They were throwing CDs, projects, letters.... They were yelling, My sister's brother went to school with you!"

A different but equally potent pressure operates in the workplace—the clubhouse, the locker room and the team plane. "For rookies, it's like an unspoken initiation," says Strickland. "You're trying to get in good with the veterans, so you go beyond your means. You drive the nice car, splurge on a house."

…
When former NBA guard Kenny Anderson filed for bankruptcy in October 2005, he detailed how the estimated $60 million he earned in the league had dwindled to nothing. He bought eight cars and rang up monthly expenses of $41,000, including outlays for child support, his mother's mortgage and his own five-bedroom house in Beverly Hills, Calif.—not to mention $10,000 in what he dubbed "hanging-out money." He also regularly handed out $3,000 to $5,000 to friends and relatives. (Along with Ismail, he enlisted as both a Slamball coach and a Pros vs. Joes participant last year.) Former big league slugger Jack Clark filed for bankruptcy in July 1992 while still playing, listing debts of $6.7 million and ownership of 18 cars—17 of which still had outstanding payments.

Financial advisers have come to call it "the problem of the $20,000 Rolex." If a 22-year-old spends $20,000 on a watch or on a big night out at a nightclub, that money is either depreciating or gone. "But if they invested in a five percent, Triple A insured, tax-free municipal bond for a period of 30 years," money manager Seymour says, "that $20,000 would be worth $86,000 at that tax-free rate of return. And needless to say, they buy more than one $20,000 Rolex."

…
SOMETIMES, THOUGH, a jock just can't shake the temptation to try to hit the jackpot. Butowsky believes that "there's something in an athlete's mentality" that drives him to swing for the fences financially—usually at his own peril. "The solution to the problem is, without a doubt, education," the adviser says. "Change won't happen until grown men start wanting to learn."

…
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Answer the following questions about the article:

1. According to the article, what are the 4 main reasons athletes go broke?  Summarize each one.

2. What are 3 examples of risky business investments made by athletes mentioned in the article?

3. How can trust in friends and family members with money management or investment be dangerous?  Give an example mentioned in the article that shows the danger of trusting friends and family with financial investments.

4. Why does the article state that players can be “robbed” due to their “financial igonorance”?  What are some examples of players being schemed out of their money, or letting someone else manage their money (to their own loss) without even knowing what was going on?

5. How can divorce ruin a player or former player’s finances?  What should pro athletes consider before getting married?

6. How has reckless sex and impregnating of multiple women ruined players like Travis Henry or Shawn Kemp?

7. What kinds of financial pressures do young professional athletes face?  Describe the pressure to spend and the idea of “dealing with emerging people”, as the article discusses.

8. What commonly happens to pro athletes when they spend too much money on cars, etc.?  What happened to Kenny Anderson?

9. What is the problem of the $20,000 Rolex, as called by financial advisors?  Why is it smarter to invest your money into a long-term security, like stocks, bonds, mutual funds, etc. than to spend it now on an item or a night out?

10. What is the author’s point when he says that “change won’t happen until grown men want to learn”?  Explain what this means to you.
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