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Sooner or later – and probably sooner if you want to carry 
on studying full time after you leave school or need to make 
a major purchase like a car – you will think about borrowing 
money.

It goes without saying that it is better not to borrow if you 
can avoid it. But there are times when you may not be able to 
avoid it and even times when borrowing does make sense.

If you are going to borrow, keep the following in mind:

Don’t borrow more than you have to.
Pay it back as quickly as you can.
Make sure you take out the cheapest possible loan.

If there is one area of personal fi nance where consumers 
regularly get ripped off, it is that of borrowing. The easy way 
to make sure you don’t join them is to spend a few minutes 
reading this chapter.

It pays to shop around

Would you pay £30 for a CD if you could buy exactly the same 
thing in the shop next door for £10? Or £75 for a pair of jeans 
if you could buy exactly the same pair in the shop next door 
for £25?

I doubt it. But, believe it or not, there are people who pay 
up to THREE times as much interest to borrow money as they 
have to. Nothing proves this better than a quick comparison of 
some typical rates:
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Personal loan (secured) 7%

Personal loan (unsecured) 8%

Credit card 15%

Store card 25%

Remember, fi nancial institutions make enormous profi ts from 
lending money. You should never, ever be shy about shopping 
around or asking for a lower rate. You could save yourself a 
small fortune.

How to compare loan rates

So that it is easy for people to compare the cost of 
different loans, the government says that interest rates 
must all be shown in terms of an ‘annual percentage 
rate’, or ‘APR’.
 Confusingly, there is more than one way to calcu-
late the APR – but broadly speaking it is an accurate 
way of assessing how much a loan is going to cost you 
including all the hidden costs such as upfront fees.
 Clearly, the lower the APR, the cheaper the loan and 
the better it is for you.

When you borrow, you are kissing 
goodbye to ‘future’ income

When you borrow, what you are doing is giving away some or 
all of your future income. Let’s say you borrow £250 at 12% 

DON’T BECOME A LOAN RANGER

Teenage_BLUE _AS_CYAN_Pt2.indd   103Teenage_BLUE _AS_CYAN_Pt2.indd   103 4/10/07   15:48:134/10/07   15:48:13



104

interest and repay it over 36 months. What you are giving the 
lender is £9.44 of your monthly income for the next three 
years. What you are paying for this privilege is a grand total of 
£90 in interest.

The sooner you pay a loan back, 
the more money you will save

Keeping with the example above, if you borrow £250 and pay 
it back in six months instead of three years, you save £75 in 
interest. If you want to save money on your borrowing, it is 
important not just to shop around for the best rate but also to 
pay back your loan as quickly as possible.

Sometimes borrowing 
does make sense

There are times when it may make excellent sense to borrow, 
for instance:

to pay for education
to pay for a car or other necessary item
to start a business
to buy, build or improve your home.

There are also times when it may be diffi cult to avoid borrowing 
money – if you are temporarily unable to earn an income, for 
example, for some reason beyond your control.

➜
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There is no real harm, either, in genuine short-term borrowing 
for a luxury item. What is really dangerous, however, is short-
term borrowing that becomes long-term borrowing. For 
example, buying weekly groceries on a credit card and then 
not paying the total off immediately. If you only borrow for 
things that will last longer than it will take you to repay the 
loan, you can avoid this problem.

How loan rates are set

When you borrow money, you will usually pay a ‘variable’ rate 
of interest. This means that the interest rate will rise and fall 
with the rest of the market. The market itself will be strongly 
infl uenced by something called the ‘base’ rate. This is set by 
the Bank of England and is – broadly speaking – the rate at 
which it will lend money to other fi nancial institutions. The 
base rate can change several times a year, resulting in changes 
to the interest you may be charged. 

If you borrow money at a variable rate, 
remember that your repayments may go up (or 
down) until you repay the loan.

It is sometimes possible to take out loans on a ‘fi xed’ rate of 
interest. This means that the rate of interest you pay – and 
your repayments – will always be the same while you have the 
loan in place. 

DON’T BECOME A LOAN RANGER

Teenage_BLUE _AS_CYAN_Pt2.indd   105Teenage_BLUE _AS_CYAN_Pt2.indd   105 4/10/07   15:48:144/10/07   15:48:14



106

Choose the best loan for your needs

Here is a quick summary of the loan options available to you 
until you have security (such as a home of your own) to offer 
to lenders. For student loans see Chapter 11. Remember, by 
law, banks and fi nancial institutions aren’t allowed to lend you 
money until after your 18th birthday.

Loans from family, friends and employers
Often family members, friends and employers will make 
interest-free or low-interest loans. It is best to have a written 
agreement so that there is no room for misunderstanding or 
bad feeling at a later date.

Overdrafts
If you have a bank current account, you can ask your manager 
for an authorised overdraft facility. See Chapter 6 for details.

Personal or term loans
The cost of personal or term loans can vary enormously. 
Essentially, when you borrow the money, you agree to a set 
repayment period, or ‘term’. For example, you might agree to 
pay the money back in 36 monthly payments. 

Dealer and shop loans
Where a loan is provided by a dealer (like a car dealer, for 
instance) or through a shop, check the small print closely. 
Sometimes you may be offered a low or zero rate of interest for 
an agreed period that will rise dramatically in cost after the set 
term. Remember, the cost of providing this sort of loan will be 
built into the price of whatever you are buying. Shop around!

DON’T BECOME A LOAN RANGER
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Hire purchase
Hire purchase allows you to buy specifi c goods over an agreed 
period of time. In other words, it is a bit like a personal or term 
loan. The difference is that the rates charged for hire purchase 
are normally somewhat higher and you might be better looking 
at alternatives, such as a personal loan. Remember, too, that 
with hire purchase you don’t own whatever you are buying 
until you have made your last payment. This is not usually the 
case with, say, a personal loan.

Credit cards
Credit cards are an extremely expensive way to borrow, and 
credit-card companies are very aggressive in their marketing 
methods. If you are going to use a credit card, then don’t fall 
into the trap of making the minimum payment each month. A 
relatively small balance could take you years to clear.

Store cards
These work in the same way as credit cards except, of course, 
you can only use them in the store (or chain of stores) that 
issues the card. Their single advantage is that having such a 
card may entitle you to benefi ts, such as an extra discount on 
fi rst purchase and again during any sales. Their huge disad-
vantage is that the rate of interest charged on outstanding 
balances almost always makes normal credit cards look cheap 
by comparison. My strong advice – unless you are very disci-
plined with money – is not to use store cards.

Pawnbrokers
A bank won’t accept something small and second-hand as 
security – such as a watch or clothes – but a pawnbroker will. 

DON’T BECOME A LOAN RANGER
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‘Pawning’ (the process of borrowing money against one or 
more of your possessions) is expensive, as the rate of interest 
is normally set quite high. What’s more, if you don’t repay the 
agreed amount before the day specifi ed, you lose whatever you 
have pawned. 

Moneylenders
Whether licensed or unlicensed, moneylenders are almost 
always the most expensive way to borrow and the rates they 
charge are outrageous. When they are trading illegally, there 
is the added risk of violence or intimidation if you don’t pay 
what they say you owe them. You should avoid them like 
the plague!

A cheaper way to borrow when 
you are a bit older

When you are a bit older and own your own home or other 
valuable assets, you may well be able to cut the cost of your 
borrowing by taking out a ‘secured’ loan. A secured loan is one 
where the lender has ‘security’ – almost always property – that 
can be sold to repay the loan if the borrower stops his or her 
payments for any reason.

Lenders don’t like selling a property in order to get their 
money back. They will often wait months, even years, before 
taking such drastic action. Still, it gives them peace of mind 
and this in turn means that borrowers benefi t from much 
lower interest charges.

DON’T BECOME A LOAN RANGER
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How some lenders trick 
their customers

As you may have gathered, I am not a big fan of the way in 
which many banks and other lenders treat their borrowers. 
Of course, there are some ethical lenders who are careful 
not to lend money to people who can’t afford to pay it 
back. And there are lenders who aren’t greedy when it 
comes to charging interest. On the whole, however, I have 
a low opinion of lenders.

One of the reasons I know so much about the subject 
is that for many years my job was to write junk mail and 
sales copy for banks, building societies and other fi nancial 
institutions. I am sorry I did it now! Anyway, the least I can 
do is let you know exactly how lenders set out to confuse 
and trick their customers.

Don’t get caught in the 
minimum-payment trap

Lenders want you to repay them. Wrong. The last thing 
most lenders want is for you to pay back the money you 
owe them. Why would they, when they can make massive 
profi ts at your expense? This is why lenders frequently set 
very low minimum monthly payments. By making sure that 
most of what you repay them is interest (and not the debt 
itself), they can prolong the agony for you and increase the 
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profi ts for themselves. Nothing makes lenders so happy as 
a customer who falls into the minimum-payment trap.

The lure of revolving credit

Keeping you in debt for the longest possible period is only 
one of the objectives every lender has. Their other main 
objective is to encourage you to borrow as much money 
as possible. The easiest way for them to do this is to keep 
offering you bigger and bigger loans. This practice is 
referred to as ‘revolving credit’.

The variable cost of borrowing

Lenders have one other powerful weapon with which to 
maximise their profi ts: the rate of interest they charge. At 
the moment we are in what is referred to as a ‘low interest-
rate environment’. Yet, despite this fact, many lenders 
charge extortionate rates of interest. It is not uncommon, 
for instance, for credit-card companies to charge 16% a 
year or more.

How lenders keep the true cost of 
borrowing from their customers

Another dodgy thing lenders do is not make it crystal clear 
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to their customers how much a loan is going to cost. They 
do this in a number of ways:

Not writing the contract in plain English, making 
it impossible for anyone who isn’t a solicitor to 
understand it. Have you ever tried to read a loan 
agreement? It isn’t easy.
Small print. When it isn’t printed so small that 
you can barely read it, it is printed in an illegible 
typeface with the words squeezed close together.
Quoting low, so-called ‘easy’, monthly payments 
to make it sound as if the loan is cheap.
Not stating upfront and in large print exactly 
how much interest you are going to pay.
Hidden charges and fees.
Holding out the promise of one interest rate 
(‘from 9% a year’) but then charging you much, 
much more.

Of all the things that lenders do to fool their customers, 
the one that irritates me most is the habit of not saying 
upfront and in large print what your loan is going to cost 
in cash terms.

For example, when you buy a car for £10,000 over fi ve 
years using ‘dealer fi nance’, it should be emphasised that 
once interest has been added (let’s take a typical rate of 
12% a year) the car is actually going to cost you around 
£16,000.

➜
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The wily use of so-called reward 
schemes, special offers and deals
As the competition to lend money has increased, banks 
have come up with all sorts of incentives to encourage 
consumers to borrow more. Incentives that, on the face of 
it, seem to be in your favour, such as:

0% interest for a period of time
a low rate of interest for a period of time
a fi xed rate of interest for a period of time
reward schemes giving you free gifts if you borrow 
more money
cashback when you take out the loan.

In fact, all of these incentives actually work in the lend-
er’s favour. For instance, many of the customers who take 
advantage of interest ‘deals’ (0% fi nance and the like) 
invariably pay extra charges and/or end up switching to a 
high rate of interest at the end of the term. Reward schemes 
– such as Air Miles – cost the lenders very little and they 
factor this into the interest rates they charge, while it is you 
– the customer – who picks up the cost of any cash you get 
handed back.

Remember, nothing is ‘free’ in life. Lenders aren’t fools: 
if they offer you something, you can be certain it is more 
than worth their while to do so.

➜
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The language lenders use 
to make you feel special
Lenders use language to great effect to make borrowers 
borrow more. To begin with, they fl atter their customers 
by telling them that they have been ‘specially selected’ or 
are in some other way honoured to be offered a partic-
ular loan. Then they play down the expense of the loan 
with expressions such as ‘low cost’ and ‘value for money’. 
Finally, they focus not on the interest rate or term but on 
the monthly payments, which they will describe as being 
‘easy’ and ‘convenient’.

1 Believe it or not, there are people who pay 
THREE times as much interest to borrow 
money than they have to.

2 When you borrow, what you are doing 
is giving away some or all of your future 
income.

3 The last thing a lender wants is for you to 
pay back the money you owe.

DON’T BECOME A LOAN RANGER
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There are lots of ways in which you could end up with plenty 
of cash to do what you want with.

You might win the lottery, for instance, or unexpectedly 
inherit a fortune or uncover a treasure trove.

But if you want to guarantee yourself a nice, fat bank balance, 
then there is only one thing to do: save.

Put away a little money on a regular basis and you will be 
amazed how quickly it grows.

A writer called F. Scott Fitzgerald once remarked: ‘The rich 
are different’, to which another writer, Ernest Hemingway, 
replied: ‘Yes, they have more money.’ This chapter is about 
how you can have more money; in fact, it is about how you 
can become rich, simply by saving. As Sophie Tucker, a singer, 
observed: ‘I’ve been rich, and I’ve been poor; rich is better.’

Set your savings goals

Perhaps the best thing about having money is the freedom it 
brings. With cash in the bank you can do what you want, when 
you want to do it, without having to rely on anyone else.

The fi rst step to building up some savings is to set yourself 
goals. For instance, you might like to have money tucked away 
in order to:

ensure that you are never stuck for cash in an emergency
pay for something specifi c, such as a holiday, computer or 
your living expenses while studying
help you start building up some serious wealth.

You may have a specifi c target. For instance, you might want 

➜

➜
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£500 to buy a new computer in three months’ time. Or you 
could just want the luxury of having money available to spend 
as you like. Either way, the sensible thing to do is divide your 
savings up:

Keep some where you can get your hands on it quickly.
Put the rest where it may not be as easy to get hold of but 
where you should earn much bigger profi ts.

There are plenty of different savings and investment options 
that will allow you to do this.

Get the savings habit

Saving comes naturally to some people, and is extremely 
diffi cult for others. Like any skill, the best way to learn it is 
to practise. Most money experts recommend saving part of 
any money you receive. For instance, if you earn £30 a week, 
you might save £10 a week, or, if you get given £50 for your 
birthday, you might save £25 of it.

Remember, thanks to compound interest, if you leave your 
savings to grow over the longer term, you can make yourself 
very wealthy.

The chart below shows what saving different amounts 
of money every day might earn you if you started at 18 and 
stopped at different ages between 40 and 60.

As you can see, just £1 a day could become £118,025 by the 
time you reach 60 and £10 a day could become a staggering 
£1,180,253!

➜
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At 40 At 50 At 60

£1 a day would 

be worth

£21,513 £52,066 £118,025

£2 a day would 

be worth

£43,027 £104,131 £236,051

£5 a day would 

be worth

£107,567 £260,328 £590,127

£10 a day would 

be worth

£215,134 £520,655 £1,180,253

Make sure you don’t pay tax 
on your savings

The interest you receive from savings and investments is taxed 
– usually before it is handed over to you.

However, if you are under 18, you will almost certainly be 
able to receive interest without having to pay this tax.

Every time you open an account that pays interest you should 
complete a special government form called R85. This will be 
given to you by your bank or building society. If you are under 
16, you will have to get a parent or guardian to complete and 
sign the form for you. Once you have completed it, you won’t 
have to pay tax on any interest.

Even if you are over 18, it is possible for you to save money 
without paying tax by choosing a tax-free account.

HOW TO TURN £1 A DAY INTO £118,025
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Choose the best home for your money

You will fi nd that all the different savings and investment 
options can be divided into:

easy-to-access homes for your money that probably won’t 
make you much profi t
homes for your money that make it harder to get hold of 
but that should, in theory, make you much bigger profi ts.

Right now we are going to look at the easy-to-access homes for 
your money – which is what you should start with. If you are 
interested in building your wealth over the longer term (years 
as opposed to months), then you should turn to Chapter 15.

Remember, it pays to shop around. While researching this 
book, I found one deposit account that paid just 1% a year 
in interest and another that paid 10%! If you had saved, say, 
£200 in the ‘1%’ account, you would have made £2 in interest. 
Whereas, if you had saved £200 in the ‘10%’ account, you 
would have made £20 in interest.

Deposit accounts
If you leave money on ‘deposit’ with a bank or building society, 
they will pay you interest. How much interest you earn will 
vary according to:

how much money you have on deposit
the amount of warning (referred to as ‘notice’) you have to 
give before you can make a withdrawal (take some or all of 
your money out).

➜
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How do you make sure you are getting the best rate of interest? 
There is a website called Moneyfacts (www.moneyfacts.co.uk) 
which will tell you which bank or building society is offering 
the best return. Here are a few tips to help you get the most 
from a deposit account:

Youth and children’s accounts tend to pay higher interest 
rates and offer all sorts of freebies like CDs and money-off 
vouchers.
If you open an account online with a bank or building 
society, you will often get a better interest rate.
Don’t hesitate to move your money to where the best deal 
is to be had.
If you are willing to wait before you can get your hands on 
your money, you will earn much more interest.
Read the small print! Some banks may give you less interest 
than they promise if you don’t meet all their conditions.

What features should you look for in a deposit account? The 
most important feature is the rate of interest.

Premium Bonds
A good alternative to a deposit account is to buy Premium 
Bonds. Every Bond you buy gives you a chance to win one of 
thousands of cash prizes each month for as long as you keep 
them. The biggest prizes are worth £1 million each. Although 
you don’t earn interest from a Premium Bond, if you hold onto 
them over the long term, you should win prizes that add up to 
roughly the same as a 3% return. The minimum investment 
is £100 and all the winnings are tax-free. Premium Bonds are 
offered by the government and you can cash them in at any 
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time. You’ll fi nd a leafl et and application form for Premium 
Bonds in your local post offi ce or visit the National Savings & 
Investments website at www.nsandi.com.

Individual Savings Accounts
If you are 16 or over and unable to claim your interest tax-
free, you could consider opening an ISA, or Individual Savings 
Account. You can save up to a certain amount in an ISA each 
year and not pay a penny of tax on any interest you make. 
Some ISAs give you instant access to your money – but you 
should be aware that if you take money out and put it back in 
again the account may lose its tax-free status.

What is AER?

Nowadays, bank and building society deposit account 
interest rates are usually followed by the initials AER 
in brackets like this: 5.8% (AER). In plain English the 
AER (Annual Equivalent Rate) is the amount of interest 
you will receive if it is compounded and added to your 
account once a year.

1 With cash in the bank you can do what you 
want, when you want to do it.

2 If you want to guarantee yourself a nice, fat 
bank balance, then there is only one thing 
to do: get the saving habit.

HOW TO TURN £1 A DAY INTO £118,025
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If you are heading overseas – whether it is for a quick Euro-
pean break or a longer trip further afi eld – one of the most 
important things to organise is your money.

There are three different things you need to think about:

Making sure your money is safe and that if it is lost or 
stolen you won’t be badly out of pocket.
Making sure you have easy access to your money.
Making sure you don’t pay a penny more than you have 
to in commission and other charges.

Spending money abroad can be surprisingly expensive. Get 
it wrong and you could be paying as much as 10p in fees or 
commission for every £1 you spend. Which is why, before you 
travel, it will be well worth your while to read what follows.

How currency works

As you are probably aware, every country in the world has its 
own money – or currency – with the exception of the 13 coun-
tries comprising the Eurozone, which share a single currency 
called the euro.

When you travel to a particular country, everything you buy 
will be priced in that country’s national currency. For instance, 
if you go to the United States, you will have to pay in Amer-
ican dollars (US$). Therefore, to spend money, you will have to 
buy American dollars using your British pounds (UK£), which 
is called ‘exchanging’ your money (hence the term ‘currency 
exchange’).

At the time of writing this book, UK£1 will buy you 

1.

2.
3.
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roughly US$2. I say ‘roughly’ because:

currency exchange rates go up and down all the time
banks and other organisations that buy and sell currency 
don’t all use the same exchange rate
banks and other organisations that buy and sell currency 
all charge different commission levels and fees.

In fact, the difference between buying foreign currency from 
one bank as opposed to another might be as much as 5%. 
Losing 5% on changing your money may not sound that bad, 
but it means you lose an extra 5p for every pound you spend. 
Which is why it makes sense to shop around and check rates.

Incidentally, I said that you must always spend money using 
the national currency of whatever country you are visiting. 
This isn’t strictly true. In countries with weak economies, local 
traders will be very keen to get their hands on a ‘hard’ currency, 
such as British pounds, American dollars or European euros. 
Such traders may refuse to accept the local currency.

Four basic options

There are four ways to take and spend your money abroad.
The fi rst is with travellers’ cheques. These special cheques 

offer you all the benefi ts of having cash (you can spend them 
pretty much anywhere or swap them for the currency of your 
choice) with the added advantage that if they ever get lost or 
stolen you will receive all your money back, usually within a 
matter of hours. As you can imagine, the security with travel-
lers’ cheques is pretty tight: each one is numbered, you sign 
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them once when you buy them and once again when you use 
them and they are only valid if you show your passport. You 
can buy them in British pounds, American dollars or Euro-
pean euros and you can cash any that are left over when you 
get back home without trouble.

The second is to use credit cards. If you have a MasterCard 
or Visa card, you will fi nd that you can pay for pretty much 
anything, anywhere in the world. You can also take out cash 
from ATMs and over the counter at banks. If your card is lost 
or stolen, your bank will replace it (usually within a day), and 
under normal circumstances it won’t cost you anything extra.

Thirdly, you can use your normal cash card. Nowadays, most 
British ATM cards are recognised by ATMs in other countries. 
So from Paris in France to Perth in Australia you can take 
money directly out of your normal bank account via an ATM 
machine. However, if you lose your cash card overseas, you 
may fi nd that your bank refuses to replace it until you get back 
home.

Finally, you can take cash either in local currency or in British 
pounds. Obviously, if this gets lost or stolen, you won’t be able 
to claim it back from anyone (though some travel insurance 
policies do offer a certain amount of cover).

Which option is right for you?

How you should arrange your money depends very much on 
where you are going and how long you will be away. If you are 
going for more than a day or two, you should probably aim to 
use a combination of all four options:

HAVE MONEY, WILL TRAVEL
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Travellers’ cheques for most of your money because it is 
safest.
A credit card in case of an emergency or for convenience 
when making major purchases.
An ATM card if you need more cash unexpectedly.
A small amount of cash so that you can pay for things the 
moment you arrive.

1.

2.

3.
4.

Going abroad? Don’t forget to
take out travel insurance

You don’t want anything to spoil your holiday or trip 
abroad. Imagine, for example, how awful it would be if 
your travel company suddenly closed down, you were 
involved in an accident or your luggage was lost or 
stolen. To protect yourself against the fi nancial cost of 
anything bad happening before or during your holiday 
(including having to cancel because you are ill), you 
should take out travel insurance. You will fi nd there is a 
big difference in price, so shop around. Look out, too, for 
special deals for students.

The cost of travel money

You need to be very mindful of the costs associated with taking 
money abroad, because they can quickly add up. Here are a 
few useful tips:

HAVE MONEY, WILL TRAVEL
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It is often possible to buy travellers’ cheques for little or no 
commission via your bank or building society. It may even 
be worth opening a special account somewhere in order to 
get commission-free travellers’ cheques. This can be a big 
saving as otherwise you could easily pay 1% or more when 
you buy the cheques.
When you come to cash in your travellers’ cheques or pay 
for something, double-check the rate of exchange you are 
being offered. It is well worth shopping around.
If you use a credit card abroad, it is almost impossible to 
know what rate of exchange you will be obliged to pay, 
as it is set by the credit-card company each day. Also, you 
may be charged an extra sum and interest when you use 
the card abroad. Plus, and this is really something to avoid, 
if you take cash out using your credit card, you can expect 
to pay all sorts of extra fees.
Using your cash card can be very cost-effective if you have 
an account with a bank or building society that charges 
little or nothing for the privilege. You should check this 
before you leave home, as some banks will hit you with all 
sorts of extra fees.

It pays to shop around

As with everything, it will pay for you to shop around. With 
a bit of careful planning you can probably get the cost of 
spending money abroad down to 2% or less of the total 
amount you use.

➜
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THE 13 COUNTRIES THAT NOW USE THE EURO 
AS THEIR NATIONAL CURRENCY

HAVE MONEY, WILL TRAVEL

Austria, Belgium, Finland, France, Germany, Greece, Ireland, 
Italy, Luxembourg, the Netherlands, Portugal, Slovenia and 
Spain all use one currency – the euro. Like the American 
dollar, the euro is widely accepted in many other countries, 
even though it is not legal tender.

Italy

Spain

Portugal

France

Ireland

Finland

Greece

Germany

The 
Netherlands

Belgium

Austria

Slovenia

Luxembourg
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1 Spending money abroad can be surprisingly 
expensive. Get it wrong and you could be 
paying as much as 10p in fees or commis-
sion for every £1 you spend.

2 Look for a bank or building society that 
doesn’t charge you at all for overseas 
transactions using your cash card.

HAVE MONEY, WILL TRAVEL
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students
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It used to be that school leavers hoping to go to university only 
had to worry about getting the right exam results.

Nowadays, however, they face another problem: how to 
pay for their studies – because as the cost of being a full-time 
student has gone up and up, so the available government 
support has come down and down.

Despite this, more school leavers are enrolling at university 
than ever before.

Why?
One of the reasons must be that university graduates do 

better fi nancially. When they leave university, on average, they 
earn 50% more than people without degrees and are only half 
as likely to be unemployed.

Another reason is that people are willing to live with a much 
higher level of debt than in the past. And debt is something 
that is diffi cult to avoid if you are a student, as you will learn 
from this chapter. Other things you’ll learn include:

how much money you’ll need to become a full-time 
student
how the government and others will help
how you can make up the difference.

Finally, you’ll gain all sorts of insider tips on the best way to 
make your money go further.

The cost of studying

The cost of becoming a university student varies according to 
what you are studying and where.

➜

➜

➜
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If you aren’t living at home, you are likely to need about 
£10,000 a year if studying in London and about £8,500 if stud-
ying in some other part of the country. This, by the way, is just 
for the 39-week academic year and doesn’t include any money 
for the holidays. What students may need and what they actu-
ally get are, of course, two very different matters. A government 
survey found that on average students are spending about 
£7,000 a year. How does this break down? If you go to univer-
sity, you can expect three different types of expense:

Housing. This is by far the biggest expense, with most 
students spending over half their money on somewhere 
to live.
Living expenses. These include not just the cost of food, 
household goods, personal spending and entertainment 
but also travel.
Educational expenses. These include tuition fees, books, 
stationery and other related costs.

Before we look at what money is available to help you meet 
these costs (and how to fi nd the rest), it is worth considering 
these expenses in more detail.

The cost of housing

Most universities offer their fi rst-year students an opportunity 
to live in halls of residence. The average cost of living in halls is 
about £90 a week including two meals a day, and about £60 a 
week without food. This said, the cheapest hall of residence in 
the UK costs about £40 a week and the most expensive £250 a 

1.

2.

3.
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week – so there is huge variation.
Assuming that you don’t live in hall and can’t live at home 

for free, you will have to fi nd somewhere to rent. Unless you 
have a private income or wealthy parents willing to support 
you, the chances are that this will mean sharing a fl at or house 
and possibly sharing a bedroom. Outside London this is likely 
to cost you a little over £60 a week, and in London close to £80 
a week. When looking for private accommodation, remember 
that on top of rent you may have to pay a share of the utility 
bills (heat, water, electricity and so forth). Don’t forget, either, 
that you will have to budget for getting to and from college for 
lectures.

One fi nal thing to bear in mind is council tax. Most full-time 
students, but not all, are exempt. You certainly won’t have to 
pay it if you are in hall. But you may be asked for it in private, 
rented accommodation. If you are having problems, ask your 
university welfare offi cer for help.

The cost of living

The second major cost for you as a student – again, assuming 
you aren’t living at home for free or in hall – is that of living 
expenses and, in particular, food.

On average, students spend around £40 a week on food, £30 
a week on socialising and entertainment and close to £15 a 
week on mobile phone calls. Those who can afford it may also 
spend money on clothes and other luxury items, such as music 
and eating out.

MONEY FOR STUDENTS
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Educational expenses

In order to meet their costs, universities charge annual fees of 
up to £3,070. In addition you will have to fi nd money to pay 
for books (on average £75 per term), course equipment (on 
average £57 a term), photocopying and stationery (on average 
£10 a term) and Internet access (on average £35 a term).

Finding the money to pay 
for university

There are a number of different ways to pay for university. 
You can:

borrow money from the government
apply for grants, bursaries and scholarships
borrow money from family or friends
borrow money from a bank or building society
work in your spare time
ask family or friends to give you money
fi nd private individuals or a company willing to sponsor 
your studies.

Borrowing money from the government
The government will lend you money to help with the cost of 
your fees and living expenses (maintenance) while you are at 
university. How much you can borrow will depend on where 
you are studying and whether or not you live at home.

You can apply for a loan to cover the full cost of student 
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fees regardless of your personal circumstances.
The most you can borrow to pay your living expenses is 
£3,495 a year if you live at home, £4,510 if you live away 
from home outside London and £6,315 if you live away 
from home in London.

You won’t be expected to start repaying your student loan 
until you are earning a minimum of £15,000 a year. After that, 
you will only be expected to make relatively small monthly 
payments. For instance, someone earning £18,000 a year would 
have to repay just £5.19 a week. You will pay interest but it is set 
at the same level as infl ation. In real terms this means you will 
never have to pay back more than you borrow. All the above 
fi gures refer to the academic year starting September 2007. If 
you haven’t repaid your student loan within 25 years, under 
current rules you never have to pay it.

Applying for grants, bursaries and scholarships
Around half of all full-time students should also be able to 
claim either a maintenance grant or a special support grant of 
up to £2,765 a year (from September 2007). This money does 
not have to be paid back. You may also be eligible for grants, 
bursaries and scholarships from your university and from your 
local authority.

If you have to borrow elsewhere
If you are forced to borrow money over and above what you 
receive under the government Student Loan Scheme, then it 
will pay you to keep your interest costs to a minimum. Many 
banks and building societies offer students interest-free or 
low-interest loans, and these will offer better value than ordi-

➜
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nary loans and especially credit cards. Shop around and don’t 
hesitate to move your borrowing to where it will cost you the 
least. Once you go into debt, it can be tempting to think that 
borrowing a little extra won’t matter. But every extra penny 
you borrow will delay the day when all your future earnings 
are yours to spend as you want.

Don’t panic
The thought of having to borrow a large amount of money 
– even if much of it is from the government – to pay for your 
studies may upset you. But you shouldn’t panic. Remember 
two important things. First of all, you are not alone. The vast 
majority of students are in the same position. Secondly, once 
you fi nish university, you can immediately look forward to a 
much, much higher income than someone without a degree.

Making your money go further

When money is tight, one of the best ways to make it go further 
is to budget. We looked at budgeting in Chapter 5, so there’s 
no need to go over the theory of it again. But you may fi nd 
it helpful to use this checklist to draw up a weekly budget for 
when you are studying.

Income
Government grant towards fees
University bursary towards fees
Student loan
Loan from family or friends
Bank/building society loan
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Job (term time)
Job (holidays)
Grants
Bursaries
Scholarships
Gifts
Sponsorship

Spending
University fees
Books
Course equipment
Course trips
Stationery
Photocopying
Internet
Travel including to and from lectures
Rent
Electricity
Gas
Telephone
TV licence
Food
Eating out
Laundry
Cosmetics and toiletries
Entertainment
Drinking
Club memberships
Clothes
Music, books and magazines

➜

➜

➜
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Gifts
Driving lessons
Holidays

➜

➜

➜

Should you take out 
‘student insurance’?

If you won’t be living at home during your time at 
university, you should consider taking out some special 
‘student insurance’ to protect your possessions. Then, 
if anything of yours – such as your computer, stereo, 
clothes, books and so forth – gets lost, stolen or 
damaged, you won’t have to pay for replacing it yourself. 
There are several companies offering this type of insur-
ance – to fi nd them try an online search engine such 
as Google and request ‘student insurance UK’. Or ask 
your university welfare offi ce for recommendations. It 
may also be worth contacting your parents’ insurance 
company, as some fi rms will provide student cover for 
free or for a small additional charge.

More information

The best way to fi nd out what you are entitled to is to visit the 
government’s main information website at www.direct.gov.uk.

Another useful source of information is the Department 
for Children, Schools and Families. Telephone: 0870 000 2288; 
website: www.dfes.gov.uk.

MONEY FOR STUDENTS
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The National Union of Students (NUS) publishes a great deal 
of relevant information. Telephone: 0871 221 8221; website: 
www.nusonline.co.uk.

Every year Trotman & Company publishes a book entitled 
Students’ Money Matters by Gwenda Thomas that contains 
a great deal of detailed advice and a useful ‘frequently asked 
questions’ section. If you don’t want to buy a copy, try your 
local library.

Finally, your school, chosen university and local authority 
should all be able to provide additional help and information.

1 It pays to go to university. Graduates earn 
50% more than people without degrees 
and are only half as likely to be unem-
ployed.

2 A student loan from the government is one 
of the cheapest ways to borrow.

MONEY FOR STUDENTS
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Whenever you plan to start work, whether it is full or part 
time, it is important to know about:

your rights
how to read a payslip
tax
your entitlement to state benefi ts.

Your rights

When you go to work for someone, you are protected by law 
against your boss:

making you do something dangerous
making you work for too long at any one time
taking fi nancial advantage of you
not paying you properly.

If you are in a permanent job, you may be given a special 
‘employment contract’ with extra rights. Your employer can’t, 
however, ever take away rights that are yours by law.

Before you turn 16
Your local authority is in charge of making sure that young 
people and children under the age of 16 are not exploited. The 
rules can be slightly different from area to area, but in general:

You are not allowed to do any work at all until you are 10, 
at which point you are allowed to do odd jobs for your 
parents such as gardening (the only exception to this is for 
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children involved in television, theatre or similar activities).
Between the ages of 13 and 16 you are only allowed to do 
part-time work, outside school hours, that doesn’t inter-
fere with your schoolwork (there are all sorts of jobs you 
cannot do and there are strict limits on the hours you 
can work).
You are not allowed to work without an employment 
permit – but you don’t need one if you are working for 
your parents, doing work that is not for profi t, including 
helping a charity or babysitting, or undertaking work 
experience arranged by your school. The education 
department of your local council issues permits and it is 
the responsibility of your boss to make the arrangements.

To fi nd out what your rights are, visit the government infor-
mation website at www.direct.gov.uk and search for ‘children’s 
rights’ or contact your local council.

Between the ages of 16 and 18
Between the ages of 16 and 18 you are treated almost the same 
as an adult worker. This means you are entitled to all sorts of 
benefi ts, such as holiday pay, sick pay and redundancy pay. 
You cannot be made to work for the same number of hours, 
though, and you must receive extra breaks.

Once you turn 16, you can apply for a National Insurance 
number. You should do this if you need to claim state benefi ts 
(in which case your local Jobcentre Plus offi ce will help you), 
if you get a job or if you start working for yourself (in 
which case call 0845 600 0643 during working hours). National 
Insurance is handled by the Department for Work and 
Pensions – you’ll fi nd their telephone number in the phone 
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book or visit their website at www.dwp.gov.uk.
To learn about your rights visit the government information 

website at www.direct.gov.uk and search for ‘employment 
legislation’ and ‘working time regulations’.

Minimum wage
Once you turn 16, you are covered by the national minimum 
wage law. This law is supposed to make sure that no one is 
paid less than a certain amount per hour. The rates from 1st 
October 2007 are:

Age Hourly rate

16, 17 £3.40

18, 19, 20, 21 £4.60

22 or over £5.52

There are some exceptions to this. To fi nd out what your rights 
are, visit the government information website at www.direct.
gov.uk and search for ‘national minimum wage’.

Your tax position

Regardless of your age, once you start earning more than a 
certain amount of money each year you will have to pay income 
tax and National Insurance contributions. The amount you 
have to earn before tax kicks in is called your ‘personal allow-
ance’ and it is set each year by the government. There are other 
allowances you may be able to claim, for example if you are 
married or blind.

WORK, TAX AND BENEFITS
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Once you start paying tax, the amount you pay is linked to 
the amount you earn. Here’s how it works for 2007–8 if you 
are single and not entitled to any extra allowances:

On the fi rst £5,225 No tax

On the next £2,230 10% tax

Anything between £7,231 

and £34,600

22% tax

Anything over £34,600 40% tax

In other words, you can earn roughly £435 a month and not 
pay any tax – after which the more you earn, the more you pay.

An example of how income tax works

Nat leaves university and gets a good job earning 
£20,000 a year. Because he is single and without 
children, his tax bill for 2007–8 looks like this:

He doesn’t pay any 

tax on the fi rst

£5, 225 £0

He pays 10% on the 

next

£2,230 £223

He pays 22% on the 

next

£12,545 £2,759

Total amount 

earned £20,000

Total tax 

£2,982

WORK, TAX AND BENEFITS
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After tax he is left with £17,018 (£20,000 less £2,982), 
which divided by 12 (as he is paid monthly) is £1,418 a 
month. However, as he also has to pay National Insur-
ance – see below – he’ll actually receive less than this. 
Note that the 10% ‘starting’ rate is due to end in 2008–
9 and that the 22% rate is due to drop to 20%.

Here are a few other things you should know about income tax 
before you start work:

Income tax will be taken out of your wages before you 
receive them. This system is called ‘Pay As You Earn’ or 
PAYE. Your employer has to do this by law.
The tax year is different from the calendar year. For 
historic reasons it starts on 6th April one year and ends on 
5th April the next.
Your employer will spread your personal allowance out 
over the whole year.
At the end of a tax year if you have paid more tax than you 
actually owed, you will receive a refund.
When you start work, you will probably be put on ‘emer-
gency tax’ until your situation is sorted out. If you pay too 
much, you’ll be entitled to a refund.
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National Insurance

There is a second, much smaller tax you will have to 
pay on your earnings once you have turned 16. It is 
called National Insurance, or NI (sometimes referred 
to as National Insurance Contributions, or NIC), and 
it is important because once you have paid a certain 
amount of it you are entitled to extra state benefi ts. For 
instance, if you want to claim the Jobseeker’s Allowance, 
incapacity benefi t (if you become ill) or a state pension, 
you must have paid NI.

Confusingly, the system is arranged in such a 
way that sometimes, even though you haven’t 
actually paid any NI, you will be treated as if 
you have.

You pay NI until you reach the state pension age, which 
is now 65 for anyone retiring after 2020.

Good news for students

Do you expect to be a student for the whole tax year? Do 
you only work in the holidays? Do you expect your income 
(excluding grants, loans and scholarships) to be within 
the personal allowance – £5,225 for 2007–8? If you can 
answer ‘yes’ to these three questions, fi ll in the student tax 
exemption form P38(S) – available from your local tax offi ce – 
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to avoid having tax deducted from your wages.

Your tax code

Your employer must, by law, act as a tax collector and 
take the tax and NI you owe and pay it to the govern-
ment on your behalf. To make sure that your employer 
collects the right amount of tax, you will be issued with 
a tax code. This will be sent to you at the start of the 
year in a letter with the heading ‘Notice of Coding’. Your 
employer will explain your tax code to you or you can 
contact your nearest tax offi ce (look in your telephone 
book under HM Revenue & Customs or visit their 
website at www.hmrc.gov.uk).

Your payslip

Once you start working on a formal basis for an employer, you 
will receive a payslip (see diagram below) when (or slightly 
before) you get paid. The purpose of this payslip is to explain 
what pay you are receiving and what deductions have been 
made. If you have any questions, you should speak with your 
boss or, if there is one, the accounts department. Here are a 
few tips:

Payslips don’t all look the same, but by law they must all 
contain the same information.
Your pay after deductions may be given to you in cash, 

➜

➜
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as a cheque or paid straight into your bank account.
Remember, you may be put on emergency tax when you 
get your fi rst job, which is why the tax element could seem 
rather large.

A quick guide to tax

Tax is the money the government takes from you to pay for 
public services such as:

schools, colleges and universities
roads
police
hospitals and medical care
defending the country
helping those who are elderly, ill, disabled or unable to 
work.

Tax is a political tool. Different governments use it in different 
ways. For instance, one government might feel that rich people 
should pay more tax than poor people in order to make society 
a fairer place. Another government might feel that the state 
should be less involved in people’s lives and that tax rates 
should be lower.

Tax also offers governments a way to:

discourage certain behaviour, for example taxing cigarettes 
to try to stop people from smoking so much
encourage certain behaviour, for example you pay less tax 
when you save money for your old age.

➜

➜

➜

➜

➜

➜

➜

➜

➜
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A PAYSLIP

WORK, TAX AND BENEFITS

Name: Mr AN EMPLOYEE Pay date: 29/09/2008

Employee No:  1094804 Tax period:  06             

Tax Code: 16L    1             

Pensionable Salary:   

Basic Hrs per Week:  

Hourly rate:            

Overtime:                     

Bonus/Other: 

     

35000

35.00

19.2307

0.00

0.00

N.I. Number: XF648088C

N.I. Code:   D

PAYMENTS             £pp DEDUCTIONS     £pp

SALARY      2916.66 Income Tax: 

National Ins: 

Pension Cont.

761.40

145.27

133.27

TOTAL PAYMENTS    2916.66 TOTAL DEDUCTIONS  939.94

Your name Employee number: If you work 
for a large employer, you will 
be given a number to make it 
easier to identify you.

Bonus/other 
pay: This is 
any other 
amount you 
are being paid. 
For instance, 
a Christmas 
bonus.

Overtime: 
This is any 
money you 
have earned 
for over-
time during 
the period 
shown.

Pensionable 
salary: This 
is the total 
yearly salary 
you receive.

Tax code: This tells 
your employer how 
much tax to take 
out of your pay.

N.I. Number: This 
is your National 
Insurance number.

Gross pay: This is the total 
amount your employer owes 
you for the period being shown 
(usually one week, two weeks 
or – in this case – a month), 
before any tax or other 
deductions are made.

Tax this period: This is the 
amount of income tax that 
you have to pay to the 
government for this tax 
period. It will be deducted 
from your gross salary.

National Insurance: 
This is the amount of 
National Insurance 
you have to pay to the 
government for this pay 
period. It will be deducted 
from your gross salary.
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WORK, TAX AND BENEFITS

YEAR TO DATE £pp

Taxable Payments: 

Emp. Pension Cont:     

17515.98

799.62

Taxable Pay:            16716.36

Tax:   3984.80

NIC Employee:    

NIC Employer:  

871.80

1479.36

PAYMENT METHODS 

AND ACCOUNT DETAILS

B.A.C.S.  

Sort Code: 653234

Account No.: 19393850

1979.39

NET PAY   1979.39

Tax period: This is the period covered by the pay slip. It is 
usually shown as a number. If you are paid weekly, then 
the numbers will run from 1 to 52, but if you are paid 
monthly, they will run from 1 to 12. Because tax has a 
special year (6th April one year to 5th April the next), the 
fi rst pay period will start in early April.

Pension deduction: If you 
are in a pension scheme, 
this is the money that has 
been taken out of your 
salary and paid towards 
your pension.

Net pay: This is what 
you have left!

Total deductions: This is 
the total of everything you 
have had deducted from your 
salary – tax, NI and so forth.

Employer NIC: This is the 
amount of National Insur-
ance your employer has to 
pay to the government on 
your behalf. This costs you 
nothing. Your employer 
has to pay this by law. 
In this case the amount 
shown is the total that the 
employer has paid on the 
employee’s behalf since 
the start of the tax year
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It is tax that allows us to live in a safe, well-ordered society 
where everyone has plenty of opportunity and the less fortu-
nate are looked after. You may hate having to pay it, but at least 
it is going towards a good cause.

The business of saving tax

Whether or not you have to pay tax (and how much you have 
to pay) is strictly controlled by law. If you don’t pay what you 
owe, you could be fi ned and even sent to prison. However, it is 
perfectly legal to use our tax laws in any way you can to reduce 
the amount of tax you pay.

 Illegal tax saving is called ‘tax evasion’.
 Legal tax saving is called ‘tax avoidance’.

Because there are so many rules, it is often possible to fi nd 
reasons not to pay as much tax. This is called fi nding a ‘tax 
loophole’.

There are lots of other reasons why you might not have to 
pay so much tax. For instance, if you:

have spent money on things connected with your work, 
for example if you are a plumber and buy some tools
have a family or someone else to support
are saving money for when you retire
aren’t earning much money
have a clever accountant!

➜

➜

➜

➜

➜

WORK, TAX AND BENEFITS

Teenage_BLUE _AS_CYAN_Pt2.indd   152Teenage_BLUE _AS_CYAN_Pt2.indd   152 4/10/07   15:48:234/10/07   15:48:23



153

Know your enemy!

Here is a brief description of the main UK taxes.

Income tax 
This is a tax on your annual income (the money you 
earn every year). How much you have to pay is linked to 
how much you earn and your personal circumstances. 
For instance, if you are single, you will probably pay 
more than if you are married.

National Insurance 
If you are employed or self-employed (you work for 
yourself), you pay National Insurance. This goes towards 
paying for things like pensions when you are old. 

Value added tax (VAT) 
This is a tax on your spending. It is charged at different 
rates from 0% to 17.5%, depending on what you are 
buying. Quite a few basics (everything from food to 
nappies, and from books to children’s clothes) don’t 
have VAT added to them. But most things do.

Capital gains tax
If you buy something at one price and then sell it later 
for a higher price, then you will have made a ‘capital 
gain’. This gain – or profi t – may result in your paying 
capital gains tax.

WORK, TAX AND BENEFITS

Teenage_BLUE _AS_CYAN_Pt2.indd   153Teenage_BLUE _AS_CYAN_Pt2.indd   153 4/10/07   15:48:234/10/07   15:48:23



154

There are lots of other taxes – like stamp duty when you 
buy a home – but none that you are likely to encounter 
for a few years.

Five useful things to know 
about the tax system

Tax rates are set once a year. The politician in 
charge of the tax system is the Chancellor of the 
Exchequer. Once a year he or she announces what 
the tax rates will be for the next year. This is done in 
a special speech to the House of Commons called the 
Budget Speech.
Tax is collected by HM Revenue & Customs. The 
government department responsible for collecting 
your tax and dealing with all tax matters is called Her 
Majesty’s Revenue & Customs (HMRC).
If you work for someone, your tax will be collected 
automatically. If you have a job, then any tax you 
owe will be kept by your employer and sent to the 
Inland Revenue. This system is called Pay As You 
Earn, or PAYE.
If you work for yourself, you must pay your own 
tax. If you are self-employed, you must look after 
your own tax affairs. Once a year you will have to fi ll 
out a tax form and tell the Inland Revenue how much 
money you have made. Then you must send them 

1.

2.

3.

4.
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any tax you owe. This is called the self-assessment 
system.
Tax has to be paid by individuals and by 
businesses. Businesses have to pay tax, too. This 
is called corporation tax.

5.

WORK, TAX AND BENEFITS

Your entitlement to state benefi ts

We are lucky enough to live in a country that looks after 
its citizens extremely well with all sorts of cash and other 
benefi ts for those in need. What’s more, many of these 
benefi ts are available to you from the age of 16 onwards.

Here is a summary of all the main benefi ts to which you 
may be entitled. As benefi ts change all the time, you should 
contact the appropriate organisation, government depart-
ment or service for the latest details.

Money to study

If you are over 16, have done your GCSEs and want to 
continue at school or college, then you may be eligible for 
a special payment of up to £30 a week.

The Educational Maintenance Allowance (EMA) is a 
new scheme designed to encourage young people of school 
age to continue with their education. To be eligible, you 
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must be at least 16 (in some areas 17) at the start of the 
academic year and your family’s total annual household 
income must be under £30,810. If you are eligible for an 
EMA, you will receive the payment straight into your bank 
account and you can spend it as you choose. Additional 
bonuses of up to £100 cash are also available.

You should also be aware of the Transport Support 
scheme, which is designed to help with transport to and 
from your school or college, and the Learner Support 
Fund, which is designed to assist with transport, books, 
equipment, childcare provision and even the cost of living 
away from home.

If you would like to know more about any of these 
benefi ts, you should contact your nearest Department for 
Children, Schools and Families offi ce or visit their website 
at www.dfes.gov.uk.

Extra money if you are disabled

There are a whole range of different benefi ts you and/or 
your carers could receive if you are disabled, depending 
on the amount of care you need and whether you are 
working, studying or unemployed. For more information 
contact the Department for Work and Pensions – you’ll 
fi nd their telephone number in the phone book – or visit 
their website at www.dwp.gov.uk.

WORK, TAX AND BENEFITS
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Extra income if you are 
struggling fi nancially
If you are struggling fi nancially, you may be able to claim 
Income Support benefi t, which is available from the age of 16 
onwards. For more information contact the Department for 
Work and Pensions – you’ll fi nd their telephone number in 
the phone book – or visit their website at www.dwp.gov.uk.

Housing benefi t is also paid to people on a low income 
for help towards their rent, as is Council Tax benefi t. 
Contact your local council for more information.

The Working Tax Credit also helps people in work who 
are on a low income. If you are responsible for a child or 
are disabled and work at least 16 hours a week, you may be 
able to claim, providing you are aged 16 or over. However, 
if you don’t have responsibility for a child or you aren’t 
disabled, you must be at least 25 years old and work for 
30 hours to qualify. For more information contact your 
local HM Revenue & Customs offi ce or visit their website 
at www.hmrc.gov.uk.

Free healthcare

In addition to the normal range of free healthcare available 
under the National Health Service (NHS) if you are under 
16, or under 19 in full-time education, on Income Support 
or income-based Jobseeker’s Allowance, you may be able 
to claim:

WORK, TAX AND BENEFITS
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vouchers towards the cost of glasses or contact lenses
travel costs to and from hospital for NHS treatment
free prescriptions
free dental check-ups and treatment
free eye tests.

If you would like to know more about any of these bene-
fi ts, you should contact your local social security offi ce or 
call the Health Benefi ts Line on 0845 850 1166.

Money while you are 
looking for a job

If you have left school and are looking for work, then 
you may be eligible for the Jobseeker’s Allowance. This is 
normally only given to those aged over 18 and is paid if 
you are ‘capable of working, available for work and actively 
looking for work’. Once you have been claiming this allow-
ance for six months or more if you are aged between 18 
and 24, you will have to enrol in the ‘New Deal’ for young 
people. This programme is designed to offer you advice, 
guidance, work experience, training and other opportuni-
ties designed to ensure you fi nd full-time employment. If 
you refuse to take part in this programme, you are likely to 
lose your Jobseeker’s Allowance and any other benefi ts you 
may be claiming.

In certain circumstances the Jobseeker’s Allowance may 
be payable to those aged 16 and over. For instance, if you 

➜

➜

➜

➜
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have a good reason for not living with your parents, if you 
are temporarily laid off work, if you are a parent, if you are 
waiting for a suitable training place and so forth.

Incidentally, if you are under 18 and not being supported 
by your parents, your local social services are obliged to 
support you fi nancially.

If you would like to know more about the Jobseeker’s 
Allowance, you should contact your local Jobcentre Plus. 
If you think you may be eligible for support by your local 
social services, you should contact your local authority. 
The relevant government department is the Department 
for Work and Pensions, which will have a local offi ce near 
you. Their website is www.dwp.gov.uk.

If you are pregnant or a parent

If you are working and pregnant, your employer is legally 
obliged to provide you with maternity pay for 26 weeks. 
If you haven’t been employed or if you haven’t paid 
National Insurance for a set number of weeks, you may be 
entitled to Maternity Allowance. If you are a new father, 
you may also be able claim two weeks’ paid paternity leave. 
Finally, if you are bringing up a child under 16 (or under 
19 and studying full time), you are entitled to claim child 
benefi t of £16.50 for the fi rst child and £11.05 for each 
other child. You may also be eligible for Child Tax Credit. 
To learn more, visit the government information website 
at www.direct.gov.uk.
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More information

There are various other sources of information and help 
you may fi nd useful, including:

Citizens Advice will provide you with free legal and 
fi nancial help. Their website is packed with useful infor-
mation, or look in the telephone book for your nearest 
branch. You can visit their website at www.adviceguide.
org.uk.

The government has created a special website to help 
you fi nd information about your rights (as well as the law) 
quickly and easily at www.direct.gov.uk.

Connexions is for you if you are 13–19, living in England 
and want advice on getting to where you want to be in 
life. It also provides support up to the age of 25 for young 
people who have learning diffi culties or disabilities (or 
both). There are links to equivalent services in Scotland, 
Wales and Northern Ireland on the Connexions website at 
www.connexions-direct.com.

Jobcentre Plus should be your fi rst port of call if you 
are looking for full- or part-time work. The team there will 
also be able to help explain some of the benefi ts you may 
be entitled to claim. The Jobcentre Plus website is at  www.
jobcentreplus.gov.uk.
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1 It is important you know the law when you 
start working so that you don’t get taken 
advantage of.

2 Once you reach school-leaving age, you 
are treated as an adult and enjoy the same 
rights.

3 The purpose of a payslip is to explain what 
pay you are receiving – and why.

4 You can’t avoid paying some tax, but you 
can make sure you don’t pay more than 
you have to.

5 If you are ill, unemployed, homeless, on a 
low income, struggling to fi nd the money 
to study, pregnant, a parent or in need of 
medical care, the state will provide you 
with fi nancial help.
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