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In a recent study, Kahn (2015) found that 29% of American’s
have no “liquid” or emergency savings at all, and about 60% of those
surveyed had less than the recommended three months-worth of
expenses in savings. This lack of savings can create unneeded stress when emergencies arise.
Like most habits, the act of saving regularly is likely to stick better if it is learned at a young age.
Premature Affluence
One of the problems facing today’s youth is “premature affluence.” According to
University of Wisconsin-Extension professor, Linda Boelter, “premature affluence” occurs
because teens are not responsible for their everyday living expenses such as food, rent, bills, and
other typical costs of living and this allows them to make relatively large expenses on
discretionary items like convenience foods, clothing, electronics, and other luxury items
(“Getting a job”, 2000). In her research on premature affluence, Jelks (2005) concluded that even
though students understood that their spending would dramatically shift after moving out of their
parents’ homes, the actual transition was still very difficult due to their learned habits of affluent
spending (Jelks, 2005).
Jelks’ conclusions seem consistent with the spending patterns that are found among
college age students. A recent Time Magazine article summarized several studies and concluded
that, “about 40% of college student budgets go to discretionary purchases like clothes, gadgets,
entertainment, and snacks” (Poppick, 2015). These habits are likely playing a role in the poor
savings rates among college students. USA Today’s Schramm (2015), found that only 39% of
undergraduates use budgets, and another survey reported that 60% of students had less savings
than they expected of themselves (Maciejewski, 2008). In short, less than optimal savings habits
seem to be working against our youth, and those habits are following people into their college
years and beyond.
Why Start Young?
Ashby, Schoon & Webly (2015) suggested that saving behavior at age 16 is closely
linked with saving behavior at age 34. Otto & Webly (2015) found that children who are used to
carefully managing money by age 11 are more likely to keep their spending under control in the
future, and that learning savings habits in adolescence are very likely to carry through to
adulthood. The research also shows that a turning point occurs around age 15 where youth
consider saving their own money more effective for reaching their immediate goals than relying
on help from parents. This allows for terrific teachable moments and meaningful discussions
with parents on saving principles, but also indicates that learning should even begin at a younger

age, between 8 and 11 years to build a foundation of great discussions. Parents are inherently
important in this learning process (Otto & Webly).
Getting teens to start saving as soon as possible may help them in both school and in life.
Jerald Bachmann, a research scientist at the University of Michigan said in a report, “college
savers have consistently higher grades and college aspirations, and lower use of drugs”
(Swanbrow, 2014). College savers refer to those high school seniors who save 41% or more of
their money towards college savings (Bachman, Staff, O’Malley, & Freedman-Doan, 2014).
How Parents Can Help
Boetler (“Getting a job,” 2000) recommends that parents work with teens to improve
their spending plans and habits. Steps to this process include:
1.
2.
3.

Calculate expected income from all sources (jobs, allowances, gifts, etc.).
Help choose long-term savings goals (vacation or trip, a vehicle, electronics, or
college savings).
Calculate the weekly amount that needs to be saved in order to achieve the goal.

In reality, a savings plan will do very little for teens unless the plan is executed. Parents
are an essential part of that plan. Jim Heitman, owner of Compass Financial Planning, suggests
that the main goal of a parent should be to help their teens stay focused, and clearly lay out
consequences for success and failure (“Motivating Teenagers,” 2012).
Getting Started
To get started, first, you need a savings or spending plan. This plan will include a goal
and the amount of money to spend each month (“Getting a job,” 2000). You may also want to
include ideas for how to increase income. Next you will need a place to store the money.
Bestselling author Ramit Sethi (2009) recommends using online banks to automatically store
your savings, “You’re much less likely to dip into your savings if it's not immediately reachable
through your normal banking” (p.68). Finally, you will need a traditional or online checking
account in order to set up automatic withdrawals of a specified amount each month. These
automatic withdrawals make it easier to save because you don’t have to think about it (Sethi,
2009). Saving money is easiest to do if you pay yourself first making your savings just as
important as your expenses (Northwestern Mutual. n.d.).
Conclusion
It is apparent that many students will have higher expenses once they reach college age or
move out of their homes (“Getting a job,” 2000). Important as those tech toys, trips, food,
fashion, cars, and computers may seem, expenses like this may turn into debt once teens grow up
due to “premature affluence” (Jelks, 2005). Youth can curb this type of overconsumption by
saving now, before college, in order to develop a great life skill and help curb our current trend

of consumer debt (Kimberly, 2015). And savings can be used later for worthwhile unforeseen
and foreseen expenditures such as emergencies and college.
Tyler Lemke is a Program Assistant for the University of Idaho – Extension in Madison
County. Luke Erickson is a Personal Finance Educator for University of Idaho Extension in
Madison County, erickson@uidaho.edu. Download the educational game “Pirate Loot” at
http://www.uidaho.edu/nw-youth-financial-ed.

Bibliography
Annie E. Casey Foundation. (2002). Caregiver’s handbook for Money pals: Being cool
with cash and I know where I’m going, (but will my cash keep up?). National Endowment for
Financial Education ; Baltimore, MD. Retrieved from http://www.aecf.org/resources/caregivershandbook-for-money-pals/
Ashby, J., Schoon, I., and, Webley, P. (2011). Save Now, Save Later? Linkages between
Saving Behavior in Adolescence and Adulthood. European Psychologist, 16(3): 227–237.
Bachman, J. G., Staff, J., O’Malley, P. M., & Freedman-Doan, P. (2014). Paper 78: What
do teenagers do with their earnings, and does it matter for their academic achievement and
development?
Getting a job helps teens get money-smart… (2000, July 9). Retrieved December 3, 2015,
from http://www.uwex.edu/news/read.cfm?id=99
Hayungs, L. (2011). Working Teens as Contributors to the Family! Extension to Families
At Work .... At Home. Retrieved from
http://www.extension.iastate.edu/sites/www.extension.iastate.edu/files/cherokee/JulyAug2011Ex
tensionToFamilies.pdf
Jelks, M. G. (2005). Premature Affluence: Factors Related to Excessive Teen Spending.
Retrieved from http://citeseerx.ist.psu.edu/viewdoc/summary?doi=10.1.1.508.6175

Kahn, C. (2015, June 23). Financial Security Jumps 3% In June | Bankrate.com.
Retrieved November 18, 2015, from http://www.bankrate.com/finance/consumerindex/financial-security-charts-0615.aspx
Kimberly, P. (2015, September 9). Why Teen Savers Have More Financial Success Later
in Life. Retrieved November 18, 2015, from http://money.usnews.com/money/personalfinance/articles/2015/09/09/why-teen-savers-have-more-financial-success-later-in-life
Maciejewski, J. (2008, July 22). 10 tips to raising money-savvy teens. Retrieved
November 18, 2015, from http://www.bankrate.com/finance/college-finance/10-tips-to-raisingmoney-savvy-teens-and-college-age-kids-4.aspx
Motivating Teenagers to Save Money | Ally Bank. (2012, October). Retrieved November
18, 2015, from https://www.ally.com/students/motivating-teenagers-to-save-money/
Northwestern Mutual. (n.d.). TheMint.org - Tips For Teens - Saving Tricks. Retrieved
November 19, 2015, from http://www.themint.org/teens/saving-tricks.html
Otto, A., & Webley, P. (2015). Saving, Selling, Earning, and Negotiating: How
Adolescents Acquire Monetary Lump Sums and Who Considers Saving. Journal of Consumer
Affairs, n/a–n/a. http://doi.org/10.1111/joca.12075
Poppick, S. (2015, September 25). 10 Things You Should Know About Money by Age
20. Retrieved from http://time.com/money/4035022/10-things-know-money-teen-collegestudent-20s/
Schramm, M. (2015, July 21). Student blows $90K college fund, says parents didn’t
teach her to budget | USA TODAY College. Retrieved November 18, 2015, from
http://college.usatoday.com/2015/07/21/student-blows-90000-tuition-fund-in-3-years/

Sethi, R. (2009). I Will Teach You to Be Rich No Guilt, No Excuses - Just a 6-week
Program That Works. Hodder & Stoughton.
Swanbrow, D. (2014, February 4). How teen workers spend their money: U-M study
shows trends. Retrieved from http://home.isr.umich.edu/releases/how-teen-workers-spend-theirmoney-um-study-shows-trends/

