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One of the most vexing questions I get from families is about a proper way to educate their children about money.  There are certainly no easy answers, but I’ll share some general thoughts with you.

First, any parent cannot help but notice that each child has a different “temperament” when it comes to money.  Some are born savers, others not so much.  This “hard wired” characteristic is somewhat difficult to change, and will have a great impact on that child’s later financial behavior. The level of acceptable delayed gratification has been show to positive correlate with a number of other measures of success in life.
Much of my generation (and the one before) grew up in homes that had enough money for basics, but not for much else.  Therefore, relatively simple items like a new record album or nice piece of clothing was a treat.  I find that individuals that grew up like this have a deep appreciation for the ability to afford even small items later in life.  I worry about my children and much of the current young generation that has grown up with significantly more, and who I suspect take much of their material goods for granted.  I’ll share some ideas I have read and heard from a number of sources that may be of help.

During the grade school years, it seems worthwhile to work on building a work ethic, a capacity for delayed gratification, and a sense of gratitude. Consider paying your child an allowance in return for chores around the house.  Teach the child to put away some money regularly for both savings and for charity.  The savings help with the concept of delaying gratification, while the charitable cause may help with gratitude. I must admit that I have tried many of these ideas on my  children, with varying degrees of success.  Each child's temperament and basic nature will influence how much they absorb, but as all parents know-sometimes you don't know what they are learning until much later on.

During late Junior High and High School, there are two ideas I've seen highly recommended.  First, if time allows, an outside job can be a wonderful experience.  The young "adult" will definitely learn how hard it is to earn and save money, and perhaps be motivated towards further education.  Another idea I've seen for this age group is the idea of "capitating" the child's income and making them responsible for their spending.  In such a case, the parents might determine a monthly sum that covers an allowance, outside food, car and entertainment expenses, and deposit this sum into the child's checking account.  Then it is totally up to the child to make the money last.  Just like real life, right?

During these years, introducing both a checking account and a credit card is worthwhile.  The credit card can be a debit card attached to the child's checking account (which you can help teach them to balance), or one of the prepaid cards that is recharged online.  This is a great time to introduce the child to the idea of saving for the future.  If they are listening-you can discuss compound interest, investment principles and the fact that saving 15-20% of their earnings from an early age is a recipe for almost certain financial security.  There are many books and web sites to help in this mission.

In their third decade of life, all of the above can be reinforced and amplified.  It is during these years that a parent seeks to ensure the independence of the young adult.  If asked for money, consider whether granting the wish will lead towards independence or further dependency, and act accordingly.  A young working adult who is trying to save some of their income would certainly welcome a "match" to their IRA or retirement plan from a parent who is happy to see that they have learned something about money!

In the quest to make our children “money smart,” parents today have to recognize that they are growing up in a world with strong and constant advertising aimed at encouraging consumption. Also, every parent recognizes that their children have different temperaments, which will influence what approach to use with them.  Yet, teaching our children about this so very important subject is worth the effort.
