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Developing Financial Capability Among Youth

How Families Can Help

Developing financial capability is an important part
of preparing for the transition to adulthood. Finan-
cial capability is “the capacity, based on knowledge,
skills, and access, to manage financial resources
effectively” (Department of the Treasury, 2010). In
other words, it is the ability to make wise decisions
about using and managing money. Families have an
important role to play in young people’s development
of financial capability.

Financial knowledge and habits developed in the teen
and young adult years can have a lasting impact on
their future. For example, one study found that young
adults who participated in required financial edu-

cation courses during high school had better cred-
it outcomes in subsequent years than comparison
groups (Urban, Schmeiser, Collins, & Brown, 2015).
In another study, parents of students with disabilities
who received hands-on training on how to use debit
cards reported that these personal finance skills were

mportant for their youtt's @évelopment of indepens
(@EREBIRBIBIE Test, 2012), Research from a longi

tudinal study also indicates that college students who
exhibited higher financial responsibility in late ado-
lescence had better employment and self-sufficiency
outcomes after college (Serido & Shim, 2014). In the
same study, researchers found that the most finan-
cially responsible students reported higher parental
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expectations for their financial behaviors (Serido &
Shim, 2014).

Parents are one of the most significant influences on
the financial knowledge of children both through their
example and through the conversations that they
have with their children about money (Van Campen-
hout, 2015; Totenhagen et al., 2014)./Although many
parents of teenagers may feel that they have little
influence on their youth, research has shown that
parental influence has a direct impact on financial
attitudes of youth (Jorgensen & Savla, 2010). In ad-
dition, youth indicate that they expect to learn about
money from their parents (Totenhagen et al., 2014).
For youth with disabilities, it is particularly important
for families to communicate with them about specific
resources that can assist them to develop strong fi-
nancial footing.

Families can assist youth with developing financial
capability by focusing on several important principles
related to Earning, Saving and Investing, Protect-
ing, Spending, and Borrowing. Mymoney.gov, a
website created by the Financial Literacy and Educa-

tion Commission, refers to these five financial actions
as the My Money Five and outlines the following prin-

ciples for managing money well:

1. Earn: Make the most of what you earn by un-
derstanding your pay and benefits.

2. Save and Invest: It's never too early to start
saving for future goals such as a house or re-
tirement, even by saving small amounts.

3. Protect: Taking precautions about your finan-
cial situation, accumulate emergency savings,
and have the right insurance.

4. Spend: Be sure you are getting a good val-

ue, especially with big purchases, by(shopping)
around and comparing prices and products.
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5. Borrow: Borrowing money can enable some
essential purchases and builds credit, but in-
terest costs can be expenses. And, if you bor-
row too much, you will have a large debt to be
repaid (Financial Literacy and Education Com-
mission and the Treasury Department, n.d.).

Families can communicate and demonstrate the im-
portance of these principles to youth by providing op-
portunities to talk about and practice money manage-
ment skills through their interactions at home.

Involving Young People in
Family Financial Discussions

An important first step for families in educating youth
about money is lincorporating financial discussions
into everyday conversations. The quality of par-
ent-child communication about financial topics has
been shown to be a predictor of their children’s finan-
cial well-being later on in life (Serido, Shim, Mishra, &
Tang, 2010). The financial habits and attitudes of par-
ents have a lasting influence on the habits of youth
(Van Campenhout, 2015). By including youth in con-
versations about money, families can increase their
comfort and ensure their adolescents are more pre-
pared for financial tasks (Clarke et al., 2005). Open
conversations about finances can help young peo-
ple to understand the reality of managing finances.
This may be uncomfortable for family members who
feel that they are not very knowledgeable in financial
matters or will not be good examples for their youth.
Teens are already being influenced by their parents’
financial attitudes, whether they feel equipped to
teach them or not. Becoming more financially capa-
ble and developing good money management habits
may be something that families and youth can learn
about together.

There are many ways that families can involve young
people in financial conversations. When making pur-


http://Mymoney.gov
http://www.mymoney.gov/Pages/default.aspx
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chases, family members can talk with their youth

about how they decide which things to buy and which
_ Families may look through bills togeth-
er and discuss how companies decide the amount

that must be paid, which bills are a fixed amount, and
which bills change over time. In the same manner,
family members can discuss'how much they get paid,
what is deducted from their- and how that
money will be used. Without these discussions, it is

easy for youth to have an unrealistic understanding
of money, what they will make in the future, and how
much things cost. Through transparency and open
conversations about real-life money matters, young
people will be better prepared for managing their fi-
nances in the future.

Below are some helpful tips and suggestions for fi-
nancial conversations with youth.

e The Cost of Living — “Check” It Out — Published
by the Mint, this webpage discusses how to

have conversations with your youth about how
much everything costs and the responsibilities
of bill paying.

e Discussion Starters — In their resources for

parents, the Finance in the Classroom website
has a list of questions to help families initiate
financial discussions with their young people.
Questions are written for all ages of children
and may not fit all families, but do provide help-
ful suggestions and may generate ideas for
starting conversations.

Talking with Youth about
Earning

As children become teenagers, their interest grows in
earning money of their own to spend as they choose.
The experience gained from earning and then man-
aging money as a teenager can be very helpful in pre-
paring youth to manage their money in the future. As

they begin to learn about earning and start their first
jobs, young people also need the opportunity to learn
about the details of being paid. This includes learn-
ing that a paycheck contains deductions and taxes
that are withheld. Family members can start the con-
versation by showing youth their own paycheck and
discussing the deductions and taxes that affect how
much of the earnings they take home. Some aspects
of the paycheck that families may wish to talk about
include how often paychecks are received (weekly,
bimonthly, monthly); what gross pay is versus net
pay; what the deductions are such as health insur-
ance; and what the withholdings are such as social
security, state, and federal taxes.

In addition, families may want to discuss the portion
of their paycheck required to pay for basic family ex-
penses such as housing, food, and transportation.
Such a conversation about earnings can assist the
youth in understanding their family’s financial picture
and cost of living.

Families can also assist young people in understand-
ing the relationship between earnings and education-
al level, credentials, and work experience. In order to
earn a self-sustaining wage, families will want to work
with youth to explore their career interests and goals
and develop a plan for the future. Such a plan could
include early work experiences prior to the comple-
tion of high school and internship opportunities in
their chosen field. It is important for youth to under-
stand the difference between a job and a career and
how career pathways can provide opportunities to
increase their earning potential within their chosen
occupation over time. Some 'helpful resources for
families and youth to use for a discussion of earnings
and careers are the Bureau of Labor Statistics’ Occu-

pational Outlook Handbook, which provides informa-

tion on the fastest growing occupations, and My Next

Move, an interactive tool for exploring career options.


http://www.themint.org/parents/the_cost_of_living.html
http://financeintheclassroom.org/parent/discussion.shtml
http://www.bls.gov/ooh/
http://www.bls.gov/ooh/
http://www.bls.gov/ooh/fastest-growing.htm
https://www.mynextmove.org/
https://www.mynextmove.org/
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Families can use the following onlineresources that
provide information about earnings and deductions
including sample paychecks:

e The Mint has a section on its website devoted
to financial literacy tips for teens that includes
information on “how to decode your paycheck.”

e The Bank It website provides ideas for families
on talking with youth about various financial
topics. The Earn Well section suggests talking
about some ways that youth can earn money,
the differences between a job that pays wages
and one that pays a salary, and taxes that im-
pact take home pay.

Talking with Youth about
Saving, Managing, and
Investing Money

In the teenage years, young people may begin to have
their eyes on(bigger purchases, like a new computer
or a car. This presents an opportunity for families to
initiate a conversation about how youth may be able
to save up for that purchase. If the youth has a job,
discuss how much he or she can or is willing to set
aside each paycheck and, with that in mind, how long
it will take to meet the savings goal. One useful tip
for saving money to share with youth is the concept
of pay yourself first. For each pay period, encourage
the youth to put some money aside in savings before
spending any. Even when a young person has just be-

gun working, some employers may provide a match
for saving for education or retirement even for part-
time work. If a match for savings is available, families
will need to talk with youth about taking full advantage
of this opportunity to maximize savings.

For some youth, going to the bank to open an account
may seem intimidating, but/discussing the benefits of
being banked and going with them to begin the!pro-
cess will help them understand the importance and

lessen some of the discomfort. Families may initially
want to discuss topics such as the places available
to bank (i.e., banks, credit unions, and other institu-
tions) and the different types of accounts to choose
from (i.e., savings, checking, and money market) as
well as their purposes and required fees. Given that
many employers now require direct deposit of pay-
checks and the widespread use of Automated Tell-
er Machines and automatic bill payments, having a
checking account in addition to a savings account
is almost a necessity today and may help to reduce
service fees. Once they open an account, youth may
need assistance learning how to conduct banking
transactions online using a computer or smart phone.

Youth may not be thinking much about unforeseen ex-
penses that can come at any moment, but teaching
them the'habit of saving a Iittle’extta for emergencies
can equip them to manage money well throughout
their lives. An extra expense can happen at any time,
whether it's a fee for a needed service or desired ac-
tivity, an unexpected car repair, a theft, an apartment
fire, or a sudden illness. Families can talk with youth
about times when they had something unexpected
happen that cost money. Describe how you handled
the situation and what you learned from it. Learning
how to handle the unexpected might best be taught
by sharing personal experiences. By learning to plan
for emergencies early, youth will be better prepared if
something happens and have more financial capabil-
ity as adults.

Families can also help youth understand the value
of investment early in life as a means of accumu-
lating wealth. The earlier youth begin to invest, the
more they benefit from compounded interest over
time. Youth will need to understand that investments
come in many forms, such as bonds, stocks, or mu-
tual funds and other securities. Family conversations
can help youth to understand that while some invest-
ments have guaranteed returns, such as U.S Sav-


http://www.themint.org/teens/
http://www.themint.org/teens/decoding-your-paycheck.html
http://www.bankit.com/
http://www.bankit.com/parents/earn-well
http://www.mymoney.gov/save-invest/Pages/saveandinvest.aspx
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ings Bonds, others have variable returns that depend
on the financial markets. Families will also need to
help youth understand that investing has some risk
involved but that successful investors weigh both the
risk and the benefits. Family members and friends
can share with youth how they have invested and bal-
anced risk with potential returns to aid youth in their
own decision making.

Some online resources that families may find useful
for talking with youth about saving and investing are
described below:

e Helpful information on opening an account can
be found on the Consumer.qgov website, which

has information on checking and savings ac-
counts and why and how to open an account.

e The Financial Planning Association has a pub-
lished guide for parents that covers a variety of

topics and includes a goal-setting worksheet
that parents can work through with their youth.

e The Bank It website provides resources for par-
ents on a wide range of topics, including saving
and borrowing. The resource mainly includes
discussion topics for families to go over with
teens. In its youth section, the website pro-
vides an interactive city map called Bankitville
for youth to scroll around and learn about ways
to save and earn money and things to consider
before borrowing.

e The Business Insider article “25 Things to Know

about Investing by Age 25” provides an over-
view of the benéefits, risks, jargon, and process
of choosing to make an investment.

e The Financial Industry Regulatory Authority’s
(FINRA) Prepare to Invest webpage describes

steps and provides tools for preparing a sound
investment strategy.

Talking with Youth about
Protecting Their Money

As youth begin to earn money and take on some finan-

cial responsibilities, they need to learn about protect-
ing their money and personal information. (Teaching
young people to protect their money is multi-faceted;
some things to discuss include how to prepare for un-
foreseen expenses through insurance, how to avoid
identity theft or scams, and how to protect their credit.

Families can help youth understand the long-term
benefits of paying for insurance by sharing their per-
sonal experiences using insurance in case of an ac-
cident or to cover healthcare expenses. The Mint pro-
vides some introductory explanations about auto and
health insurance that may be useful for starting the
conversation. While monthly car insurance payments
may seem like a lot of money, if there is an accident
the payout from the insurance company may be the
only reason that a person is able to repair their car or
get a new one. Additionally, most states require that
all car owners purchase insurance. Taking the time to
make sure youth also understand the legal insurance
requirements in their state will help to prevent unnec-
essary fines in the future. Conversations about insur-
ance should also include guidance on understanding
deductibles.



https://www.consumer.gov/articles/1003-opening-bank-account#!what-it-is
http://www.fpanet.org/docs/assets/20E04F8A-1D09-67A1-7A5B8F1C53559CE0/KidsAndMoney2.pdf
http://www.bankit.com/
http://www.bankit.com/parents
http://www.bankit.com/parents
http://www.bankit.com/youth
http://www.businessinsider.com/investing-basics-young-people-5-2014-9
http://www.businessinsider.com/investing-basics-young-people-5-2014-9
http://www.finra.org/investors/prepare-invest
http://www.themint.org/kids/protecting-autos.html
http://www.themint.org/kids/health-insurance.html
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The Affordable Care Act has extended the time that
young people are able to be covered by their parent’s
insurance policy to 26 years old (U.S. Department of

Health & Human Services, 2013). While youth may
currently have health insurance coverage under a
parent’s or guardian’s health insurance plan, young
adults need to know the current law regarding health
insurance and how they can obtain their own insur-
ance when the time comes. In the United States, it
is now required that all individuals have health insur-
ance, otherwise they may have to pay a fee. To assist
youth with learning more about the law and obtaining
health insurance, visit www.healthcare.gov. The Get

Answers section is a good starting point for learning
about health care enrollment options and includes a
section specifically for young adults. The website also

provides answers to some common questions about

health insurance coverage for young adults. Finally,
youth can learn terminology, use a checklist, and find
resources on health insurance coverage by reading
Transition QuickGuide: Take Charge of Planning and

Manaqging Your Own Health and Career Goals.

Another part of learning to protect their money is
learning about protecting their identity. It is import-
ant for youth to understand the personal information
that should be kept private and to know when that
information will be needed. In addition to being more
responsible for their finances, youth also have more
access to their own personal information than they did
as a child. For example, a youth may have to use their
social security number for employment paperwork or
when completing a college financial aid application.
With this increased information and responsibility,
youth need to know some of the best practices for
keeping their personal and financial information safe
and protecting against identity theft. As with all as-
pects of protecting their finances, protecting person-
al information may not be something that youth are
thinking about without someone prompting the con-

versation. Consumer.gov’s Scams and Identify Theft
webpage provides helpful information on how to avoid
both that families can use to start the conversation.

Youth have probably heard about high and low cred-
it scores but might not understand what those terms
mean. It is important for youth to (learn how credit
works and what the proper use of credit is. For ex-
ample, youth need to understand that while it may be
tempting to make large purchases and then pay only
the minimum amount due on a credit card, doing so
makes those purchases more expensive over time
because of the interest that accrues. Paying only the
minimum amount monthly can also have a negative
effect on their credit score.

Secured credit cards are often a good way to help build
initial credit. With a secured credit card, the individu-
al deposits a certain amount when getting the card,
such as $300, and then his or her purchases cannot
exceed that amc. A secured credit card is used like
a regular credit card to make purchases and requires
making a minimum monthly payment by the due date
to avoid penalties. The amount the person deposited
is like a security in case they max out the credit card.
Using a secured credit card provides the opportuni-
ty for youth to practice credit card management and
begin to build a credit score with the security of a low
limit. One drawback is that secure credit cards typical-
ly have high interest rates so paying the balance in full
each month is recommended. If youth use a secured
credit card, families can sit down monthly to review
the bill and discuss responsible credit use. Over time,
they can also help youth obtain their credit score and
report and discuss how credit history is used by lend-
ers, landlords, sometimes employers, and others to
determine how responsible an individual is. To obtain
a credit score for no charge, visit www.annualcredit-

report.com.



http://www.healthcare.gov/
https://www.healthcare.gov/get-answers/
https://www.healthcare.gov/get-answers/
https://www.healthcare.gov/young-adults/
https://www.cms.gov/CCIIO/Resources/Files/adult_child_faq.html
https://www.dol.gov/odep/pdf/HealthCareCareerTransitionQuickGuide.pdf
https://www.dol.gov/odep/pdf/HealthCareCareerTransitionQuickGuide.pdf
https://www.consumer.gov/scams
https://www.annualcreditreport.com/
https://www.annualcreditreport.com/
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Other resources that families can use to talk with youth
about protecting their money include the following:

e The Financial Industry Regulatory Authority’s
(FINRA) Protect Your Money webpage provides
various tips for avoiding fraud and protecting
your identity.

e The Federal Trade Commission has a video ti-
tled 5 Ways to Help Protect Your Identity. This
one and a half minute video can help begin a
conversation with your teenager about the im-
portance of protecting your money and person-
al information.

e MyCreditUnion.gov has a very informative sec-
tion on frauds and scams with information on
cybercrime, identity theft, phishing, SMishing,
unsolicited text messages, and vishing.

e Business Insider’s article “Here’'s The Right
Way To Teach Teens How To Use Credit” in-
cludes five lessons on what credit means, how
credit affects people’s lives, how to monitor a
credit score, how to protect private information,
and understanding that not all debts are on a
credit report.

e Consumer.gov provides an overview of infor-
mation on credit history and credit reports.

Talking with Youth about
Spending

A key part of increased financial responsibility is un-
derstanding how to spend money wisely. This involves
making a budget and making sure that purchases fit
into that budget. As youth are considering bigger pur-
chases, there is a new level of complexity to their bud-
geting that involves saving money for larger purchases
and having money for smaller immediate purchases.
Developing good spending habits is something that
is easily influenced by the habits of family members
and through open family conversations about finan-

cial matters. When working through their own budget-
ing process, families can involve youth by explaining
how they make budget decisions andireviewing their
long-term and short-term expenses and how these
expenses are being covered. Families can also talk
with youth about their own financial goals and devel-
op a plan together for reaching those goals. Consider
using some of the online resources described below
for conversations about developing a budget.

Spending wisely also involves comparing prices and
determining'how to get the best deal for your money.
When youth are planning to make a purchase, talk
about the considerations that should be made when
buying something. Some questions to ask include:
Will this be the best use of your money compared to
other ways you might use it? Is there a better price
for the same thing at a different store? Is it possible
to wait for an upcoming sale in order to pay a lower
price? Simple conversations like these can help youth
think through their spending decisions and become
wise consumers. If youth are easily swayed by ad-
vertising, families may also want to discuss the ways
in which people can be persuaded to buy things that
are outside of their budget by a flashy ad. Everyone
is influenced by advertising, but being able to recog-
nize this and resist the urge to buy some of the things
that you want is an important part of managing your
finances. Teaching youth different ways to save and
the importance of living within their means may pre-
vent a lot of hard and expensive lessons later in life.

The following resourc‘as provide information for fami-
lies on talking with youth about spending and budget-

ing:
e The Better Money Habits website provides in-

formation and tips for teaching teens about
money. This includes teaching your teen about

spending trade-offs and helping your teen de-

velop a budget.



http://www.finra.org/investors/protect-your-money
https://www.consumer.ftc.gov/media/video-0023-five-ways-help-protect-your-identity
http://www.mycreditunion.gov/protect/fraud/Pages/default.aspx
http://www.businessinsider.com/teach-your-children-about-credit-cards-2013-3
http://www.businessinsider.com/teach-your-children-about-credit-cards-2013-3
https://www.consumer.gov/articles/1009-your-credit-history#!what-it-is
https://www.bettermoneyhabits.com/teaching-kids-money.html
https://www.bettermoneyhabits.com/teaching-kids-money/kids-saving-budgeting/smart-teen-spending.html
https://www.bettermoneyhabits.com/teaching-kids-money/kids-saving-budgeting/smart-teen-spending.html
https://www.bettermoneyhabits.com/teaching-kids-money/kids-saving-budgeting/teen-budgeting.html
https://www.bettermoneyhabits.com/teaching-kids-money/kids-saving-budgeting/teen-budgeting.html
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e The 360 Degrees of Financial Literacy website,
run by the American Institute of Certified Public
Accountants, provides resources for various life
stages on financial management including par-
ents and children. See How to Teach Your Teen

gains in earnings. Families and youth may want to
find answers to the following questions: What is the
graduation or completion rate for the postsecond-
ary program? What is the average indebtedness of
a graduate of the postsecondary program? What is
the rate of placement of graduates in jobs and how
much do those jobs pay? What additional financial aid
is available other than loans?

In conversations about the youth’s postsecondary
education goals and plans, families should talk with
youth about financial aid options including the dif-
ferent types of student loans, differences in interest
rates and-and requirements for paying back
the loans over time. Families and youth can do the
research together to find the answers to their ques-
tions about loans and other financial aid options. The
Consumer Financial Protection Bureau's Paying for

about Money, which covers handling earnings
from a job, developing a budget, saving for the
future, and using credit wisely.

Talking with Youth about
Borrowing

Borrowing money is something that everyone may
have to do at some point in their life. Three of the
most common purposes for taking loans are to pay
for college, buy a car, and purchase a home. While
borrowing is necessary at some points, it is very im-
portant that youth understand that borrowing money
usually involves paying it back with interest and that
the amount they owe will increase depending on how
long they take to pay it back.

A useful entry point for a conversation with youth
about borrowing is on the topic of using student loans
to pay for postsecondary education and training.
Families and youth will want to make sure that their
investment in a postsecondary program is worth the
loan expense in terms of the overall costs and future

College website is a helpful research tool for both
families and youth.

Often young people take out loans for postsecond-
ary education without fully understanding the implica-
tions. Spend some time digging into what loans mean
and the potential impact they could have on the young
person’s future financial situation. Some questions to
consider are: How will interest rates affect the total
amount of money that you will have paid by the end
of the loan compared to the amount you are borrow-
ing? How does the amount that you are considering
borrowing and the interest rate affect how long it will
take to pay it back? When will you be required to start
making monthly payments on the loan? What will be
the required monthly payment and will the month-
ly amount due change over time? Will the interest
rate change over time? What happens if you miss a
monthly payment?

In addition to borrowing in the form of student loans,
youth may consider borrowing money for big purchas-
es, such as a new car, or borrowing for an unexpected


http://www.360financialliteracy.org/
https://www.360financialliteracy.org/Life-Stages/Parents-Children
https://www.360financialliteracy.org/Life-Stages/Parents-Children
http://www.360financialliteracy.org/Topics/Family-Financial-Planning/How-to-Talk-to-Your-Children-About-Money/Teaching-your-teen-about-money
http://www.360financialliteracy.org/Topics/Family-Financial-Planning/How-to-Talk-to-Your-Children-About-Money/Teaching-your-teen-about-money
http://www.consumerfinance.gov/paying-for-college/
http://www.consumerfinance.gov/paying-for-college/
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expense. The ability to borrow money, and to borrow
at a low-interest rate, involves having a credit histo-
ry. As mentioned above, while youth have probably
heard about credit scores, they might not understand
what it means to establish good credit and how it can
affect your ability to borrow money when you need it.
Talking about borrowing is another opportunity to talk
about credit, credit scores, and how this affects your
ability to borrow for bigger purchases.

The following'online resources are useful for discus-
sions between families and youth about borrowing:

e The Federal Trade Commission on Credit and

Loans provides information on the wide range
options that allow individuals to borrow money.
They cover everything from credit cards to pay-
day loans and student loans.

e The Federal Student Loans for College and Ca-

reer School, a section of the Federal Student
Aid website, provides information about student
loans and what should be considered when ap-
plying for loans.

e 360 Degrees of Financial Literacy’s Paying for

Education webpage covers many questions
about student loans and other ways of paying
for postsecondary education.

e “Teaching Financial Literacy to Teens: Credit

And Debt,” an Investopedia article by Jean Fol-
ger, provides a summary of information on how
credit works.

Talki2)j with Youth about
Disability Benefits & Earning

An additional aspect of developing financial capabili-
ty among youth with disabilities is learning about the
disability benefits that they receive or could receive,
if eligible, and how to make decisions for themselves
about their benefits as a part of managing their financ-
es. This includes understanding how earning income

can affect eligibility for certain benefits and weighing
the advantages and disadvantages of working with re-
spect to their long-term financial well-being. The Dis-
ability Benefits 101 website is a helpful starting point

for learning the facts about employment and disability
benefits and the article, “Debunking the Three Biggest

Myths about Disability Benefits and Work,” addresses

some common questions that you might have.

If youth receive Supplemental Security Income (SSI),
a monthly cash benefit for people with disabilities who
have little to no income and few resources, families
can assist them with understanding what this means
financially. Families can start a conversation by read-
ing the Social Security Administration publication,
What You Need to Know About Your Supplemental

Security Income When You Turn 18, with their youth.
Once an individual has been determined eligible for
SSI and receives SSI cash benefits, they likely also
qualify for Medicaid. For individuals over 18, eligibil-
ity is based on individual income, not the family’s in-
come as a whole, and there is an asset limit (usually
$2,000 but may be more or less depending on where
the individual lives). The term “asset” refers to the to-
tal amount of money that the individual has, whether it
is in a bank account or in hand. If the individual goes
over this asset limit, he or she will see a reduction or
discontinuation of SSI benefits, directly impacting her
or his financial situation. However, in order to encour-
age and support individuals who want to work, the
Social Security Administration offers a series of work
incentives. Work incentives are special rules that al-
low individuals who receive SSI or Social Security
Disability Insurance (SSDI) to work and still receive
part of (or all of) their monthly payments and maintain
their Medicaid or Medicare.

Almost any earned income can reduce the amount of
money received through SSI. One exception to this
is any earnings from a work-based learning program
such as a college work-study job. However, with the
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use of the Student Earned Income Exclusion, one of

the work incentives offered by SSA, a person who is
under age 22 and regularly attending school may ex-
clude some earnings from income. The amount that
can be excluded is adjusted annually. Additionally,
individuals can use another work incentive called a
Plan to Achieve Self Support (PASS). A PASS allows
individuals to put aside income towards a specific
work-related goal, such as college tuition, textbooks,
or a computer. Money in a PASS does not impact the

rest of the person’s savings.

Through the Achieving a Better Life Experience
(ABLE) Act of 2014, individuals also have the option
of setting up an ABLE account, a tax exempt savings
account to save for disability-related expenses, which
does not affect eligibility for SSI, Medicaid, and oth-
er public benefits. To be eligible for an account, the
age of onset of disability must be before 26 years old.
Learn more at www.ablenrc.org.

Individual Development Accounts (IDAs) may be help-
ful for youth in the future if they find themselves em-
ployed but struggling to save money for a down-pay-
ment or postsecondary education. IDAs are a type of
savings account designed to encourage and enable
low-income individuals, with and without disabilities,

to build up their assets and achieve economic securi-
ty. IDAs can be used for purchasing a first home, for
acquiring additional education or job training, or for
starting up a small business. Other uses such as a
home repair or a computer or automobile purchase
are sometimes permitted. When individuals deposit
a portion of their earnings into the account, private
or public partners match the sum, dollar for dollar, or
even more generously, in some cases. For example,
if you had a 2:1 match, then each time you deposited
$25 in the account, you would receive an additional
$50 in a match.

Many IDAs are funded by the Assets for Indepen-
dence Act funding or TANF block funding. IDAs that
are opened to achieve one of three savings goals —
saving for a house, saving for continuing education,
or saving for business start-up costs — will not impact
SSI or Medicaid. To learn more about IDAs, visit ww-
w.cfed.org/programs/idas.

Youth and families can request free benefits coun-
seling in their local area through the Work Incentives
Planning and Assistance Project (WIPA). Contact
information for these offices can be found online at
www.chooseworkttw.net/findhelp. Benefits counsel-

ors can help youth and their families learn more about
how to use work incentives to obtain employment
while maintaining Medicare and/or Medicaid and pos-
sibly maintaining part or all of their cash benefit while
adjusting to work.

Families can also use the following resources to as-
sist youth with learning about disability benefits and
asset development:

e More information about Supplemental Security

Income is available on the Social Security Ad-
ministration (SSA) website.

e SSA also provides information on how work in-
centives allow individuals who receive support
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from Social Security to earn some income and
keep Social Security and/or health benefits.

e A clear overview of the ABLE Act is available
from the National Down Syndrome Society.

e A short video on Individual Development Ac-
counts can be found on the Corporation for En-
terprise Development website.

e The National Disability Institute’s Real Econom-

ic_Impact Network provides information and
assistance for individuals with disabilities on
various asset building topics. Learn more at the
Inform Yourself section of NDI's website.

Teaching youth about managing their finances will
set them on a path to making smart decisions about
money as they enter adulthood. While they may learn
some things about financial literacy in school, a lot of
what youth learn about money comes from their fam-
ilies, especially their attitudes about money. Including
youth in conversations about family financial mat-
ters early and helping them develop knowledge and
skills as they begin to earn their own money and plan
for the future can greatly increase their readiness to
make future financial decisions and help make them
financially capable adults.

Additional Resources for
Families

e Financial Fitness for Life — Parent’'s Guide —
The Council for Economics Education has pub-
lished an online e-book version on their finan-
cial literacy curriculum for parents. There are
guides for students in grades K-5 and 6-12. The
guides provide simple lessons for parents with
suggested activities for parents to do with their
children.

e Perfectcents Newsletter — The Perfectcents
newsletter is a resource for parents published
by The Mint. The newsletters provide useful in-

formation on topics such as “Teen spending &
smart shopping tips,” “To spend or save?” and
“‘Reaching savings goals & the dangers of cred-
it.”

e H&R Block Dollars & Sense Blog for Parents —
These blog posts cover a wide range of issues

that apply to parents such as cosigning a loan
with your teen and four things teens need to
know before taking out a loan.

e 360 Degrees of Financial Literacy — This web-
site, run by the American Institute of CPAs,
provides resources for various life stages on
financial management including parents and
children. One page of the website is titled “How
to Teach Your Teen About Money” and covers
handling earnings from a job, developing a bud-
get, saving for the future, and using credit wise-

ly.

e Finance in the Classroom Resources for Par-

ents — Finance in the Classroom also has a
resource sections for parents that includes fi-
nancial vocabulary, helpful websites and online
tools, games, apps, and videos.

e How to Raise a Money Smart Child Parent’s
Guide — Published by Jumpstart, this guide
covers both examining your own attitudes about

money and incorporating your children into dis-
cussions about money. The guide also covers
topics for financial education at home through
giving, providing, teaching, showing, and en-
couraging children in the use of their money.
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