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Teaching Kids About Managing Money

According to all of the evidence, we are not doing a very good job at preparing the next
generation to manage their personal finances. A survey done by the University of Minnesota
Extension reported that 47 percent of youth say that their parents rarely or never discuss
household budgeting with them. In the most recent Personal Financial Literacy survey done by
the Jump $tart Coalition, 5,000 high school seniors in 37 states scored a dismal 52.4 percent on
guestions about knowledge of personal finances.

When is the right time to begin teaching children about financial matters? According to
the experts, children as young as two or three years of age can begin to understand the basics
of spending and saving. They can understand that money is a medium of exchange, has value
and can be exchanged for things they need and want.

At this age, children should also begin to understand that saving can get them what they
want and need. Because a child’s attention span is very short at this age, the savings goal
should be for something immediate. Having to wait too long to reach a savings goal will only
make the child feel that saving is a hopeless endeavor. They can, however, successfully save
for a small toy or other item they want.
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Children of school age often have a significant amount of money from gifts, pay for
completion of household chores or an allowance to manage. It is important for parents to help
them set spending and savings goals. Parents should help the elementary-school-age child set
up a savings account at a bank or credit union and encourage regular saving. Parents should
also include kids in family discussions about household budgeting and vacation planning. Take
kids on shopping trips and share your thoughts as you compare prices and quality when making
spending decisions. Let them know that you sometimes say no to yourself about a purchase
you cannot afford.

Adolescents are under a great deal of pressure from their peers to be a part of the “in”
group, and more often than not that means spending. Help teens begin to think carefully about
spending within their means and understanding the difference between needs and wants.

Lastly, be a good role model. Children will not learn to treat money with respect if they
do not see the behavior modeled for them by the adults in their life. Take the time to help them
understand these important concepts. They will then be able to use them every day in their
adult lives. Teaching children about money is one of the greatest gifts you can give them.
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