Teaching Our Children About Money:  Who’s your Kid’s Sugar Daddy?

By Michael Petrucelli, Founder www.DadsForKids.org
 

Money, requests for little things, where do parents draw the line?  Can you say no to your children’s many requests or “say use your own money”?  Do you have a plan so that children will have some level of financial responsibility or will they be flying blind with a dependency on their parents for cash?  It is never too early to share that the house, food, clothes, vacations are all wonderful things to work for and surprise there is no money tree in the backyard…only Lotto for the lucky ones.   

 

While I strive to be a great job in this area of high finance, being a successful finance guy, I will only give myself a “B” rating at home. I thought I had a great strategy when our children were young. $3 a week allowance, $1 for the basket at church, $1 for their saving account and $1 for anything they wanted.  That strategy worked well for a few years.  We moved on to setting up bank accounts for our children and whenever they would make a deposit we would, like a 401k plan, contribute 20% as an incentive to save for their future. Our oldest daughter wanted to know often she could make withdrawals. I said it is a savings account. She quickly adjusted her saving strategy. Try explaining that if you want something for $100, you have to make ~$130 gross before taxes. For some reason along the parenting journey we just started buying whatever they asked for.  My wife and I both work so it was easy for us to forget about saying do you really need that?  We are now thinking that each child will be given the gift of budgeting. 

 

When I was 12 years old, making $15 a week delivering newspapers my Mom told me that I had to give one-third of my earning to help with the costs of raising a family. She expressed that it was like a federal tax and that I should feel good about helping the family. At first I was really aggravated, then I decided to pick up another paper route because I liked making money.  I also enjoyed making a $10 a week deposit in the bank, increasing to $20. Every Friday I would ride my bike to Dollar Savings Bank proud to make my deposit. That consistent banking method earned me a letter from the bank President complimenting my investing strategy. Ultimately, my Mom and Dad gave us a nice surprise check when we got married. They had invested “my family tax” over the years.  As a young teenager, my Father taught me how to buy blue chip stocks. By 18, I was also buying gold and silver coins. Unfortunately at 20, I was deceived by the coin broker and lost $4,000. My Father tried to warn me that if something seems too good, it probably is.

 
Here are a few additional strategies: outside the essential stuff, my brother offers to buy what his son will ask him for, if his son pays 50%. Almost always his son will respond “I don’t need it that much”. 
I had ultimately adopted a co-payment strategy asking for $10 or $20 contribution so they feel part of the purchasing experience.  Sometimes I get a response from my older daughter “next time I will ask Mom to take me shopping”.  My younger one is more like her Dad in that regard. Over the years I would challenge her by saying if I gave you a $50 bill to buy sneakers, and you can keep the extra money would you be happy with a $30 pair of sneakers.  She likes cash and thank God she also appreciates making contributions to worthy cases. My older daughter contributes her time to causes as she tells me “I have no money”.  

 
Our challenge is to include financial matters on our “Top 10 list” of things we need to give our children before they go to college. When I speak of giving our 
children strong roots and wings, we will now include Financial Responsibility 101, a basic skills class for our children. So for now, please see the websites links below as that may help you help your children.

 

http://www.kiplinger.com/
http://money.cnn.com/pf/101/lessons/2/page1.html
http://financialplan.about.com/od/studentsandmoney/
http://www.mybudgetplanner.com/mbpkids.htm#GotoMBP1
http://www.ehow.com/how_3732_help-teen-keep.html
http://www.ehow.com/list_1018.html
http://www.nytimes.com/2005/05/29/fashion/sundaystyles/29pester.html?th&emc=th
http://www.amazon.com/exec/obidos/ASIN/1570717214/ref=sib_rdr_dp/104-7159027-9843153
 

Good news: Bankruptcy laws effective October 2005 have been tightened up so what will my oldest daughter do? 1) She will ultimately adapt and appreciate that money does not grow on trees, 2) Her Sugar Daddy (her Mom) will continue to fund her or 3) Her younger sister will be her personal and private banker. We are blessed to have 2 gifted daughters, we will always take comfort that they will look out for each other. So what will happen with their financial attitudes, only time will tell. When the Press contacted Laura, she had no comment.  

 

We welcome your stories at advice@dadsforkids.org  

