Why Business for Kids?

Imagine what life would be like if making money came as easily and naturally as riding a bike or tying your shoelaces. Imagine graduating high school with a permanent, secure, passive income already in place. You wake each the morning to find more money has appeared in your account overnight! If you want to travel, you do. If you want to paint, write, or do any other creative activity, you do. You choose your occupation based on what you love to do, not the burden of having to pay the bills. You have all the time you need to be with your family and friends, to stay in shape, and to practice your spirituality. 

Most of us weren’t raised that way. Most of us had to struggle to learn the basic truths about money and business. Many of us are still struggling. 

But with the right knowledge and tools, we can make that life available for our children.

Business experience builds confidence, develops life skills, and encourages your child to take an interest in mathematics and written English - subjects which can otherwise seem quite pointless in the school environment.

And early business experience, in the right environment, can leave kids with a lifelong ability to make money, without any of the hard work and struggle that so many adults still endure. 

Here are just some of the many ways for kids to make money: 

* Finding lost golf balls

*Selling things on eBay

*Bartering

*Household help

*Babysitting

*Dog washing/walking/sitting

*Breeding rats 

*Exercising horses

... The only limit is the size of your imagination! 

The Right Attitude Is Vital

If I had to pick one thing, and only one thing, which will set your child up for success, this is the one. With a can-do attitude your child will fill in any missing pieces for themselves, using other resources, for the rest of their lives. 

We started early with this one, as soon as they started to speak. We’ve all heard our children complain “I can’t”, haven’t we? And when they are little, it’s often true that some tasks are beyond their capability at the time. 

However, we knew that the can-do attitude was essential, and that self-talk like “I can’t” is a major threat to the can-do attitude. 

What we did was to get them to replace “I can’t” with “I need more practice” (or sometimes “I need to get taller”!) These days, they are all teens and tweens, and we just don’t even hear “I can’t” any more. In fact, we sometimes get the delightfully honest “I could do that if I practiced, but it’s too much of a trek and I can’t be bothered …” 

The difference between “I can’t” and “I choose not to” is priceless. 

After running their first business for a while, our girls chose to shut it down. (The full story is told at www.cash-smart-kids.com.) They knew they could have kept making the money, but they didn’t want to keep doing what it took – they were bored with it. After shutting it down, though, they didn’t immediately start asking for hand-outs from their parents. They knew that their income was a matter of their own choice. 

The next principle we applied for the can-do attitude was a very careful approach to doing things for the kids that they could do for themselves. We would do things that they had not yet mastered, only to the extent that they needed help, and not one tiny bit more. 

It is awfully tempting, especially when you are in a hurry, to step in and do things for them, just to get them done. Kids are very good at minimizing the effort they put out, so anywhere they can get someone else to do something for them, they will. And in the process, they learn that going slowly and complaining gets them off the hook – not the work habits of a successful entrepreneur! 

At the same time, you need to help where it is genuinely needed. We made as many mistakes in this direction as we did in the other, I’m afraid. When your child gets a spot of help, just at the right time, they get the satisfaction of success, which is very rewarding. If they don’t get help when they need it, they can feel that it’s all pointless, and give up trying things that look like they are too big. 

It’s an art, judging just enough help and not too much, but at least we can offer as reassurance that you can make quite a few mistakes and as long as they aren’t all in the same direction the kids turn out OK. 
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Any small business, even the traditional lemonade stand, can help your child develop life skills and confidence. 

What Is Passive Income? 
I was interviewed recently by a journalist, when Cash-Smart Kids was voted “Web Site Most Likely to Change the World”. She said she was a little embarrassed to admit that she wasn’t quite clear on the meaning of the term “passive income”, and we agreed she probably wasn’t alone.

How can parents explain these ideas to their kids if nobody has ever explained them to the parents in the first place?

This post is the first in a series providing definitions of key money concepts, and suggestions for simply ways to explain the concepts to your kids.

We distinguish two types of income - active income, and passive income. The Australian Taxation Office refers to them as “personal exertion income” and “unearned income”, which I think is a bit rough. Most people I know who have passive income worked very hard to build it up, thank you very much! They have certainly “earned” it.

The difference is that with active income, you are trading your time for money, while passive income will keep coming, whether you get out of bed in the morning or not.

The most obvious form of active income is having a job. You put in a certain number of hours, and you get a certain amount of dollars in exchange.

There are other forms of active income - if you make things and sell them, that is still active income, because you have to put time into the making and the selling.

If you organize other people to do the making and the selling, and you get a percentage of the profits because the people are using your design, then you don’t have to put time into it any more. It has become passive income.

This is a form of passive income called royalty income, or licensing income.

Other forms of passive income are interest, rent, and dividends. These forms of income require you to have an asset (cash generates interest, real estate generates rent, and shares generate dividends).

Your kids can grasp this concept fairly readily. We played Robert Kiyosaki’s Cashflow 101 with our kids - it is a game specifically designed to get the idea of passive income across to the players. By the time they were ten, they all understood it.

You can give your kids a powerful visual demonstration of the power of compound interest by playing a game with them. Ask them to save their allowance money, and not spend it. Each day, check their balance, and give them a payment of interest. Each day, the payment will be higher (in the best of all possible worlds, one of your kids will break ranks and spend some of their allowance, while the others hold firm, to give a direct contrast). Make the interest payment big, 50%, or even doubling their money, so they can see the power of compounding in just a few days.

After a week, show them that they can spend the interest each day, and leave the original investment in place to earn them more interest the next day.

Most kids grasp it pretty well - just be prepared for the inevitable question, if you are still heading off to a job every day.

“Why don’t you do that, then, Mummy? Then you could stay home all day and play with us!”

When Things Go Wrong … 
The life of an entrepreneur is a never-ending series of trying something new, succeeding or failing, taking that feedback and moving on. As they start their entrepreneurial careers, our kids will try things that don’t work out.

The school system does a pretty good job of getting kids to focus on getting things right. The only problem with that is that it can also make them afraid to try things in case they “fail”. Even in the modern school system, where in a lot of places kids aren’t given grades, or even an accurate picture of their performance against what is expected of their grade level, kids are still learning that it’s excruciatingly painful to get things wrong. Put your hand up in class, blurt out the wrong answer, and you become instant cannon-fodder. They learn to keep their heads down.

As parents, we need to combat this indoctrination. We need to be utterly thrilled when our kids try something and fail. The only reward kids get for trying over and over to master something is our support and encouragement. We praise them loudly as they fall over time and time again learning to walk. We applaud the horrible noises that come out of their violins and saxophones. In just the same way, we need to be upbeat and encouraging about each and every attempt at making a business work.

This may be quite challenging, since we, ourselves, went through that very same school system, and we, ourselves, may be wound up and anxious about money, about failure, about “losing”.

If you find it difficult to honestly applaud your child’s failures as learning experiences and steps along the path to success, you may need to put in some work undoing your own indoctrination. Get a book like Suze Orman’s The Nine Steps To Financial Freedom, buy or borrow some guided meditations, do a seminar, or sit down with a counselor and talk it through. (Although in that case I’d say - choose the counselor carefully! They might be in a worse state then you are. Lots of people in the helping professions have terrible money issues themselves.)

As Winston Churchill says “Success is the ability to go from one failure to another with no loss of enthusiasm.”

When your kids fail, help them work through their natural disappointment and “get back on the horse”. It worked when they were learning to walk, and it will work when they are learning to be financially independent, too.

What Are They Teaching Our Children? 
A friend of mine recently asked a 13-year-old what he was going to do when he left school. He said “nothing”.

“What do you mean ‘nothing’?” she asked.

“I’m going on the dole (unemployment benefits)” he said. “When you work the government takes all your money in tax, so there’s no point.”

She was dumbfounded. And when she told me about it, so was I.

This kid has reached high school without even the most basic understanding about how the world works.

Somebody needs to let him know that when you’re in business, you get significant tax advantages, for a start. That where he lives, the first few thousand dollars of income, even if you are an employee, are tax-free. And that giving up one’s right to do things of value for other people and be rewarded for it is so psychologically damaging that it is better to work for no money at all, just for appreciation, as a volunteer, than to give up on working!

My friend pointed the boy’s mother to the Cash Smart Kids website (www.cash-smart-kids.com). I hope she succeeds in educating this kid before he becomes yet another lost soul.

I’m still astounded. In this day and age, with all the resources we have at our fingertips, how are kids slipping through the system with such self-destructive beliefs?
