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Introduction

In this workbook we will be examining the different factors that affect how people earn money through work – and what they do with it once they have it.  Specifically we will be looking at:

· The factors which affect a persons choice of job

· Why some jobs pay their workers more than others

· Why some people spend more money than others

· Why some people buy different goods and services than others

· Why some people save money and others don’t

1)
What factors affect a person’s choice of occupation?

Think about the jobs you would like to do when you leave education.  Write them down in the table below:

	Job I’d like to do
	Features of the job i.e. qualifications/training required, make important decisions etc


	Rewards for doing the job i.e. job satisfaction, good salary

	
	
	

	
	
	

	
	
	

	
	
	


Are there any common features of the jobs you have described?  Do they all pay high salaries?  Write the common features below.

	

	


Now fill in the table on the next page with jobs you COULD DO but don’t think you would like to do (being sensible – obviously not many people could be a trapeze artist!) 

	Jobs I WOULD NOT like to do
	Features of the job i.e. qualifications/training required, make important decisions etc


	Reason for not wanting to do that job

	
	
	

	
	
	

	
	
	

	
	
	


Are there any common features of the jobs you have described?  Are they all repetitive?  Or dangerous?  Write the common features below.

	

	


Just as you have reasons why there are some jobs you would like to do – and others that you wouldn’t, so everyone else has reasons for choosing a certain job or occupation too.  Here are the most common (you might have identified some of them already).

	Reason


	Explanation and/or examples

	Level of wages/salary


	

	Other benefits/perks


	

	Promotion prospects


	

	Job satisfaction


	

	Social status


	

	Historical reasons


	


2)
Why do some occupations gain bigger financial rewards than others?

As we saw earlier, people would like to be employed in certain occupations more than others.  This was for several reasons – one of which was because they paid better wages or salaries.  But why is this?  Why should one person working hard all day get paid more (or less) than someone working equally as hard?

Make notes from your textbook to explain each of the following reasons:

	Reason for difference in earnings


	Explanation

	Different abilities and qualifications


	

	‘Dirty’ jobs and unsociable hours


	

	Job satisfaction


	

	Lack of information about jobs and wages


	

	Immobility


	

	Fringe benefits


	


Even people doing the same jobs can earn different amount of money!  This could be because of the amount of experience they have in that job, because there is a shortage of workers in their area to do a particular job or, the cost of living might be higher where they live i.e. it costs more to live in central London than it does to live in the highlands of Scotland – therefore you get paid more.
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Draw a supply and demand diagram in the box to represent a drop in supply of workers.  Show that this pushes up the price of employing workers (or the wages they earn).  Make sure you label it correctly.

3)
What do people spend their incomes on?

When trying to decide if one person spends more of less money than someone else, it is difficult to get a clear picture from simply looking at the actual AMOUNT that they spend.  Obviously, someone with a well-paid job will spend more than someone who is unemployed.  What it would be more useful to do would be to analyse their PATTERN of spending money OVER TIME to see if it changes.

In the table below, give 4 items on which teenagers might spend their money and 4 items or occasions for which they might save. 

In the same table, give 4 items on which adults might spend their money and 4 items or occasions for which they might save.

	Teenagers


	Adults

	Spending


	Saving
	Spending
	Saving

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


You probably found that teenagers spent their money in smaller amounts, on such as going to the cinema, buying a new computer game, or eating at McDonalds.  However, you are likely to have found that adults probably spent larger amounts of money and on different things, such as paying the gas bill, doing the weekly shopping etc.

You might also have found that teenagers saved money to buy things for themselves (a new bike, game console etc) whereas adults would save for bigger things and not necessarily just for themselves (buying a house or car, going on holiday, paying school fees in the future).

As we grow older, our pattern of spending and saving changes.  We should be saving more as we get older as we might have to provide for a family and we will probably need some money to live off when we retire (a pension).   But we also need to spend more because there may be more people to provide for in our family.  We have to make a choice as to what proportion of our income is spent and what proportion is saved. 

4)
What other factors determine how we spend or save our money?

It is not just our age that determines what proportion of our money we spend or save.  There are other factors too. These could relate to the type of work you do and what sector you work in.

Complete the blanks in the table below.

	Factor
	Why does this affect our spending/saving patterns?


	Examples

	Gender


	
	

	Employed/unemployed


	
	We tend not to take luxury holidays or buy new cars when we are unemployed.  We might use up some of our savings



	Skilled/unskilled job


	
	

	Private/public sector job


	Workers in the public sector get paid less than those in the private sector.  This may mean that they do not save a big proportion of their income (see next section).  Also, they are less likely to buy luxuries on a regular basis.


	

	Primary/secondary/tertiary sector job


	
	


Your findings from the above table bring us nicely onto the last topic in the workbook.

5)
Why do different income groups have different patterns of spending, saving and borrowing?

Basically, it all depends upon what demands you have upon your income.  We can split ‘income’ up into different categories:

GROSS PAY
the money you earn from work before any deductions have been taken out.

NET PAY or

the money you receive after tax, national insurance and other items have been  

DISPOSABLE 

deducted from your gross pay.  This happens AT SOURCE (i.e. before you get

INCOME

your pay), so you don’t have a choice whether to pay them or not.  In the UK at



the moment, your at source deductions will typically be 35% of your gross pay. 

DISCRETINARY
the amount of money you have left over after you have paid for your immediate 


INCOME 

needs such as food, housing etc.  In theory can spend this on whatever you

want – it is at your discretion.

So, you can see that, by the time you have paid your taxes to the government, your rent and for food and the basic needs of everyday life – there may not be much of your wages left for you to spend as you would like!

Calculate the discretionary income of the three people below.
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Mr. Toff earns £16,000 a month as an investment banker in the City.  He pays – on average – 45% tax on that income.  He has a mortgage to pay each month of £1000 and spends approximately £500 a month on food.

	His net pay per 

month is?
	
	His discretionary income per month is?
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Mr. Middleman earns £2000 a month as a computer consultant.  He pays – on average – 35% tax on that income.  He has a mortgage to pay each month of £450 and spends approximately £250 a month on food.

	His net pay per 

month is?
	
	His discretionary income per month is?
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Mr. Small earns £900 a month as a fork lift truck driver.  He pays – on average – 30% tax on that income.  He has rent to pay each month of £225 and spends approximately £160 a month on food.

	His net pay per 

month is?
	
	His discretionary income per month is?
	


It is difficult to tell anything meaningful from these figures so lets put them into percentages so that we can compare them.  Calculate the percentage of the monthly income for each person that they receive as discretionary income.  The first one is part done for you.

	Name
	Gross monthly income


	Discretionary income
	Calculation
	Answer?

	Mr. Toff
	£16,000
	£7,300
	(£7,300/£16,000 ) x 100


	

	Mr. Middleman


	
	
	
	

	Mr. Small


	
	
	
	


So, from these figures you can see that even though those people on higher incomes pay more tax and spend more money on housing and food, they still end up with a higher proportion of their incomes as discretionary income.  This means that they can spend a bigger percentage of their salary on luxury goods.  It also means that they can save a bigger percentage of their salary.
PAST PAPER QUESTION – JUNE 1989
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a)
Does this information cover the majority of households?



[1]

b)
What is the connection between expenditure on ‘Transport and vehicles’ and income? 











[1]

c)
Can it be concluded from these figures that the poorer household must eat more than the richer household? Explain your answer.





[4]

d)
(i)  Identify one item on which the proportion spent increases as income increases. [1]

(ii)  Would you regard this item as a necessity or a luxury? Explain your answer.
[3]

e)
How might expenditure on other goods and services differ for the two income groups?











 [4]

f)
If the low income group received a 10% increase in their income, how do you think their pattern of expenditure would change? Explain your answer.


[6]
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