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Help kids learn ABCs of personal finance

If youare the parent of a
high school junior o senior,
you need to add the following
to vour “to-do” list: Teach vour
child the basics of personal
finance now before it's too
late.

As the founder of the CARE
Frogram, which makes bank-
ruptcy professionals available
to high schools and colleges in
35 states to alert students o
the need to increase their
financial IC). I have seen too
mamy young people ruin their
lives because they lacked this
knowl

Tioo mamy students are not
learning abott finances in
their schools or at home. Asa
result, I speak daily with
young people who are among
the almost 10 percent of col-
lege students who drop out
because of credit card debt,
the 60 percent of students who
say they never had a meaning-
ful conversation with their
parents about finances and the
mamy graduates losing out on
Jobs, student loans, admis-
slons to graduate school,
apartments and car loans.

Even if vou have more debt
and less savings than you
woild like - because yvou
were not taught this either -
youl miust help vour children,
s0 they don't suffer these seri-
ous consequences. Believe me,
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their credit score may be more
important to their futures than
their academic transcripts.

Most young people don't
understand the true cost of
consumer credit with its high
interest rates and hidden fees,
the difference between needs,
wants and wishes, delayed
gratification. how to save for
anticipated expenses and for
when bad things happen to
pood people, and how to resist
the pressiires of our competi-
tve consumption society.

Here's what vou can do:

* First, open a joint check-
ing and savings account. Have
them commit to depositing
into the savings account a por-
tion of their income (perhaps
10 percent) from after-school
and summer jobs, allowances
and family gifts

Initially, create an amer-
gency fund (let's say, $500).
Then have them identify some
things that they want, perhaps
an {Pod or concert tickets,

which they can buy only after
they have saved enough. This

will teach them delayed gratifi-

cation, which is sadly lacking
in today's society.

Thesa lessons will show
them how not to go into debt
for things like the 43 percent
of Americans who spend more
than they make.

For their checking account,
teach them to make an entry
on their check register when-
ever they write a check, and
how to balance the account
when the monthly statement
comes, That is also a good
time to discuss the wisdom of
the spending decisions they
made that month and the dif-
ference hetween needs, wants
and wishes.

* Second, get them a debit
card without overdraft protec-
tion that is tied into their
checking account. Teach them
to make an entry on their
check register whenever they
use the card, so they will
always know what Is in the
account.

Using their bank accounts
and debit card responsibly will
show them how to manage
and budget their money and
make good spending choices
for the rest of their lives.

* Third, explain the dangers
of credit cards.

Believe me. they don’t even

realize that credit cards are
not New MOoney of more
money, but are the most
expensive debt they can incur.
Discourage

them from hav-

cash.

People who use cash spend
less. When McDonald's started
allowing people to use credit

cards instead
of cash, the

ing a credit
card until they
are a sendor in
college or have
a full-time job.
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average sale
went from
$4.75 to §7.
Show them
how to create

Discuss with don't understand a weekly cash
them that if budget for
they do get a things like
credit card and the rue cost [:'f movies, hair-
don’t pay the : 1 cuts, fast food.
balanceoffon  CONSUMeT Credit, Wi conversence
time every : : ; store snacks
month. they (S Nigh inferestrateS  and stops for
may end up : specialty cof-
payingtwoor AN hidden fegs, the  fee. If some-
three times thing is under
s [ﬁ;ﬁ“‘f}" difference between  ¥20or you can
charge. and it it. pay cash for
can t%tke years HEEGS, Wd rT[S and it. 2
o pay off the : Have them
Ea]ances e wishes, delayed ;sn the gﬁlﬁ

ecause of ¢ rogram We
high interest i i site at
rates and hid- gratlﬂcatmn' WWWLCATePro-
den fees, gram.us to

Explain the learn impor
effect credit tant tips and
card abuse has for links to
an their credit score and that other financial Web sites.
the best way to manage debt is Learning about personal

to avodd it
* Fourth. encourage them
to get into the habit of using

finances is more important
than amy single subject they
will study in school
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