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Abstract. The uncertain world economic situation will inevitably have an impact on the 

national economy. In situations like this, the ability to manage personal finances is 
absolutely necessary. Financial management skills are theoretically developed from an 

early age. Therefore, the topic of financial socialization by parents to early childhood is 

of great interest to educational researchers. This study intends to explore what is meant 

by financial socialization in early childhood, and how the methods used by parents.  The 
method used in this research is qualitative, namely literature review and in-depth 

interviews. Some of the key results obtained from this study include that parents' 

understanding of finances is still relatively low. The main obstacles faced include beliefs 

about whether or not children are appropriate to manage money, as well as parents' fears 
if their children's understanding of finances has a negative impact. In addition, several 

methods of financial socialization were found, namely through financial teaching, 

modeling and strengthening good financial behavior, involving children in financial 

discussions, providing direct experience in economic activities, monitoring financial 
behavior, role play and several other ways. The results of this study are very useful for 

encouraging systemic intervention in increasing financial socialization in early 

childhood.  

Keywords: Financial Socialization, Financial Literacy, Socialization Method. 

 

INTRODUCTION 

In recent years, the world has been faced with various complex and multidimensional 

challenges. This challenge is often referred to as The perfect storm (Kementerian, n.d.). The 

five main components that make up the perfect storm are Covid-19, conflict, climate change, 

commodity prices, and the cost of living. The global crisis and uncertainty have an impact on 

changes in the global supply chain system which result in food, energy and financial crises. In 

addition, it will also have an impact on the declining purchasing power of the global 

community, as well as the number of unemployed and high inflation rates. The uncertain 

world economic situation will inevitably have an impact on the national economy. For 

example, due to the economic shocks caused by the COVID-19 pandemic, children and youth 

are disproportionately affected by the decline in household income and the inability to 

improve their economic status (BKF & UNICEF, 2021).  

In situations like this, the ability to manage personal finances is absolutely necessary. 

Someone who has good financial management skills, proven to be able to face challenges and 
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ensure the continuity of his business (Ye & Kulathunga, 2019). On the other hand, the low 

quality of financial literacy significantly has a negative impact on personal well-being, puts 

pressure on financial institutions, destroys investment which leads to poor economic and 

social conditions in a country (Vovchenko et al., 2018). 

Personal financial management skills are theoretically developed from an early age. 

Providing understanding, forming good financial behavior and habits at an early age is 

certainly easier to do than when children are growing up. It is hoped that children have the 

right knowledge from an early age, so they know how to use and manage the money they have 

wisely. Attitudes and behaviors that are taught from an early age can have a big impact in 

adulthood. Previous studies have summarized several facts showing that financial education in 

children is positively correlated with low debt, high savings, investment value and the desire 

to donate in adulthood(Lebaron et al., 2018). 

At an early age, children pay attention to the actions taken by adults and also the 

surrounding environment, which will then be imitated. Starting from the words and actions of 

parents, siblings and peers can be a reference for shaping the behavior and financial habits of 

children when they enter adulthood. This is due to the fact that at an early age, their character, 

behavior and habits are being formed (Freeman et al., 2013) so that it can influence their 

perspective and how they solve problems in the future. Therefore, the topic of financial 

socialization by parents to early childhood is very interesting to study. 

Recent research continues to show that parents exert a greater influence than educators, 

peers, the media, and independent learning in promoting good financial behavior so as to 

experience financial well-being (Gudmunson & Danes, 2011). All of these factors play a role 

in financial socialization, but not as much as the influence of parents. Parents are the main 

actors to teach finance to children, because parents are the closest people to children and early 

childhood is still very dependent on their parents. In addition to playing a role in teaching 

good financial behavior, parents also function as information filters for good financial 

management, so that they can be the basis for financial management throughout their 

children's lives. Children are in the process of acquiring the knowledge, skills, perceptions, 

and beliefs needed to help them adapt and be involved in the surrounding culture, with which 

children learn and know what financial actions can and cannot be done. Departing from this, 

parents carry out financial socialization to their children. Unfortunately, not all parents are 

aware of the importance of conducting financial socialization in early childhood. There is a 

feeling of taboo (Alsemgeest, 2016) and assumptions about whether or not children should 

manage money as well as parents' fears if their children's understanding of finances has a 

negative impact. 

Based on the various arguments above, this study was designed which aims to explore 

what is meant by financial socialization in early childhood and how the methods used by 

parents in providing financial socialization to early childhood. It is hoped that by knowing 

more clearly about how the understanding and practice of financial socialization in early 

childhood, the best interventions can be made to improve it in the future.  

Socialization refers to the process by which children acquire the skills, perceptions, and 

beliefs needed to help children adapt and engage in the culture that surrounds them (Mikeska 

et al., 2017). It is a process initiated by adults to develop children, through insight, training 

and imitation so as to acquire habits and values that are congruent with the culture in which 

they live (Carlson et al., 2011). Through the process of socialization, individuals in society 

learn to know and understand what behavior behavior should be done, and what character 

behavior should not be done (Narwoko & Suyanto, 2019). In socialization, a person is 

required to be able to adjust to the behavior patterns of the people around him. This self-
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adjustment includes broad aspects such as habits, attitudes, ideas, patterns of social relations, 

as well as values and behavior (Anwar, 2018).  

Accordingly, financial socialization is defined by Danes (1994) in Lebaron & Kelley 

(LeBaron & Kelley, 2020) as a process of obtaining and developing values, attitudes, 

standards, norms, knowledge and behaviors that contribute to the financial viability and well-

being of individuals. Financial socialization can be a purposeful process in which parents 

teach children about certain aspects of money management, by giving children access to 

money, to gain experience in decision making, or facilitating financial opportunities 

(Deenanath et al., 2019).  For example giving children pocket money for them to spend. Here 

children will practice making decisions, what will they be used for. Will it be saved, spent or 

spent according to what they need. In addition, parents also often provide goods that children 

need when buying and selling activities in school programs. This is a form of parental facility 

to gain benefits for children, because children do not need to use their savings as capital, but 

try to make profits so that their savings will increase.  

There are three main methods of financial socialization carried out by parents to 

children, namely parental financial modeling, financial discussions between parents and 

children and experiential learning (LeBaron & Kelley, 2020). Parents as role models can 

teach, guide and set an example for children of healthy financial behavior. Invite children to 

discuss simple financial topics according to the child's age. This positive two-way 

communication can be started with why you have to be frugal, save, distinguish between 

needs and wants so that it is expected to form healthy financial behavior. Financial teaching 

given in childhood, makes children save more and borrow less (Annewil Mettien Homan, 

2016). 

Financial socialization carried out by parents to children is not only about the 

introduction of forms and types of money, but also includes the introduction of wise financial 

management. Like being able to control expenses according to their needs and not prioritizing 

what they want. Can share with others, save, be responsible and also save money. In the 

document of Pedoman Pendidikan Sosial Finansial Di Satuan PAUD (Pedoman Pendidikan 

Sosial Finansial Di Satuan PAUD, 2019). The scope of financial education for early 

childhood generally includes: 1. Knowledge, 2. Skills and 3. Attitude. Knowledge is the first 

thing given to children. The knowledge provided includes: a. Explain the meaning / meaning 

of receiving, issuing / paying / exchanging, giving, and multiplying. b. Explain the word 

enough, which means nothing less and nothing more. c. Explain the meaning of needs and 

wants. d. Introducing money as a medium of exchange. This includes the characteristics of 

physical money, type of money, value of money. Places and activities for storing money, 

transactions using money, exchanging money and goods. e. Explain about working parents. 

Through the knowledge possessed, the child can then practice it so that it will later develop 

into skills. Likewise with the knowledge and skills possessed, children are encouraged to be 

more rational and objective in viewing resources. Thus, an attitude of respect, frugality, a 

responsible attitude can emerge as well as better self-control. 

METHOD 

In accordance with the aim of obtaining an initial understanding of financial 

socialization carried out by parents to children, this research is of an exploratory type. The 

proper method for obtaining an initial understanding is to use qualitative research techniques 

so that parents can dig deeper into the aspects of understanding and practice of financial 

socialization. The appropriate data collection method for research like this is through in-depth 

interviews and literature review. Respondents involved in the interviews were 5 people who 
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were taken using the non-probabilistic convenience sampling method, in accordance with the 

character of qualitative research where the sample used is non-representative. Respondents are 

mothers who have children aged 6 to 8 years. Prior to conducting the interview, an interview 

guideline was established which functioned to guide the course of the interview in order to 

extract important information and have a focused and directed conversation. The questions in 

the guideline interview are open-ended and allow for deepening in certain aspects. The 

interview pays attention to spontaneous answers as well as answers that must be directed to 

assess how closely the answers are related to the respondents' minds. Interviews were 

conducted offline and online, during working hours and were carried out directly by the 

researcher. All interviews were recorded using audio, then transcribed and analyzed using 

content analysis techniques. The results are in the form of conclusions that are equipped with 

quotes from respondents as evidence. 

RESULT AND DISCUSSION 

In this section, the results of the literature analysis and in-depth interviews that have 

been conducted will be presented. At the beginning, the profiles of the respondents will be 

presented to show that the respondents taken are suitable for use in this study. After that, it 

will be deepened on how well parents understand the concept of financial socialization to 

children, and how high the practice of financial socialization has been. Then it will be 

explored further about how the method of financial socialization has been carried out by 

parents to early childhood.  

Respondents consisted of 5 mothers who had children aged 6 to 8 years. Mothers were 

selected as respondents in this stage because they were assumed to have a closer relationship 

and play a greater role in early childhood education. Although in some literature it is stated 

that fathers and other close relatives also have an important role, in this early-stage research, 

mothers are the main focus. Respondents' occupations varied, including being full-time 

housewives, housewives with part-time jobs, and housewives with careers. Then the age of the 

respondents ranged from 30 to 40 years, all of whom were still married and had intact 

families. 

Table 1. Respondents Profiles 

Resp. No. Children Age Occupation 

R1 Aka, 6 years old Bank Employee  

R2 Nabil, 8 years old Housewives 

R3 Nafisah, 8 years old TPQ Teacher 

R4 Kaila, 7 years old Housewives 

R5 Adek, 8 years old Entrepreneur 
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4.1 Providing financial socialization to early childhood 

 Many studies suggest that parents carry out financial socialization to their children. 

Teaches about how to manage money, save, spend as needed. However, in practice it was 

found from the interview results that not all parents teach financial management including the 

meaning of money itself. The reasons for not providing financial socialization include the 

perceived inappropriateness of children managing money and the fear of parents if their child's 

understanding of finances has a negative impact. Responses given when asked such as: 

" No. He never knew money. ..I don't teach. Afraid. Afraid that if he knows the money 

to be a snacks buyer. Afraid, continously asking for money. ..Because I often see the 

neighbors' children asking for money continously. Small children have understood 

money, to be like asking for money. yes it is.. worry, little kids know money is like 

that. That's just where the effect is, I'm afraid. (R1)“ 

"... honestly, from my experience with Nabil, actually I don't have detailed 

specifications for Nabil to teach money, because I don't think it's time for him to 

know that. I never taught him the use of money for anything, for this, for this, but I 

think he already knows, Nabil already seems to understand. (R2)“ 

Meanwhile, there are some parents who have consciously and programmed to teach 

their children, with the aim of equipping them with important skills for the future. Parents like 

this realize that financial management skills do not appear suddenly, but need to be provided 

gradually and according to their developmental age. They get this understanding from the 

communities they follow, and discussions about parenting concepts that are read in books or 

online. 

"...Yes, I teach. I usually starts from reward, not punish, more to reward. For 

example she wants to pray at dawn, given this kind of money. Then if she does good, 

she gets a bonus... I prefer to teach her how much money there is. Some are donated, 

some are kept, some are for her to buy snack.(R5)“  

Apart from parents who consciously and structuredly provide financial socialization 

to their children and who are not willing to provide financial socialization for fear of various 

negative effects, there are also parents who do not explicitly provide financial skills, but teach 

a small component of financial skills, namely frugality. Parents like this can be categorized as 

moderate parents, namely providing the concept of financial socialization through the simplest 

concept, namely frugality. Thus it can minimize negative effects, but can still provide 

concepts that are considered important as the basis for the future. 

".....taught her to be more frugal, according to what she got. Then save. She likes to 

ask questions about her balance... Now, she already knows money, at last Eid she 

didn't understand money... Just according to what she needs. economical. Go to the 

mall to see if the price is expensive or cheap...(R3) 

After paying attention to the evidence above, from in-depth interviews obtained three 

main modes of parents in providing financial socialization to their children. The first is giving 

in a planned manner, the second is not giving, the third is giving but in the form of simple 

concepts, namely the concept of frugality. Next, we will discuss the methods used by parents 

to provide financial socialization to early childhood.  

4.2 The method used by parents in providing financial socialization  
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 Further exploration into the practice of financial socialization in early childhood found 

that there are several methods of socialization that parents do to their children.  

4.2.1 Financial Teaching 

 The teaching given by parents varies. Some teach how money is obtained, the physical 

types of money, the price of an item and planning the use of money. But some others provide 

teaching not only about money. They teach how to economize, save, share, invest, delay 

desires, and distinguish between needs and wants 

"... ....I told her that her father was working. Then she said, mom, dad looking for money? 

Then I explained, so she knows. She was worried that her father was at home, not 

working. Afraid if her father not getting the money. So we have to save money.....(R3)“ 

"...she saw that her brother was being given money. Mom, you give my brother money, I 

don't? So I teach a little bit about finance. For example, if you buy snacks like this, you 

have to learn to give alms, learn to spend, you have to be sincere like that. For example, if 

you have two thousand, what do you want to buy? Yes, you've saved first, but if you're 

saving, don't forget to infaq.(R4)“  

"...yes I taught... I got her into the habit of saving gold. Yes. That's my money, why was it 

made into gold, turned into gold? You know, if rupiah is saved, it will become inflation. 

So I saved money for her. How much money does she need? I give enough.. .. She already 

knows that, for example life has costs, someone has to spend money. That's she knows. 

Sometimes her father says turn off the lamp, we pay with money. The water is turned off, 

right? Dad pays with money. She knows. It's a fee that must be paid, so she learns to save 

money. But she doesn't know the nominal bill.. (R5)“ 

4.2.2 Modeling and strengthening good financial behavior 

Modeling is an implicit socialization that occurs when children observe their parents' financial 

behavior, then the observed behavior is often not realized by children. So it's not surprising to 

see parents who like to give charity have children who also like to give. If parents have a good 

understanding that financial literacy can contribute to their children's future success, they may 

be more likely to exhibit positive financial behaviors. When parents model positive financial 

behaviors, their children often emulate those behaviors not only in childhood, but also in 

adulthood (Rosa-Holyoak et al., 2018). 

"....what is it. I was taught by my mother from a long time ago, if you really want 

something, you have to save, you want something, you have to make effort... At first it was 

on a budget, so it couldn't be more than 20000, so they understood that there was a price. 

Bun, if I bought a kinderjoy for 14 thousand, can I buy this the price will increase? So she 

understands, she calculates first. Canceled. Just change the yupi, so it's still twenty 

thousand...it's not cruel, it's more consistent..it depends on us, we are the parents... (R4)“ 

"....sometimes after quran school. Mom, I want to buy a snack, then I ask, do you have the 

money? Bring money? Ow means she's ready, she wants to snack, she brings money. So I 

used to think that, when she wanted to buy snacks, she didn't have any money, but it turns 

out she did have money. She was saving it. Yes, just use her money. Later, when her sister 

asked her to buy snacks, she also asked if there was money or not? bring money?. (R5)“ 

4.2.3 Involving children in financial discussions 

Productive two-way communication with children is very important, giving children 

understanding that to get something can't be instant, all things must be done with effort by 
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saving. Invite a discussion about the importance of knowing the difference between something 

they want and something they need. Understand that every item has a price, so that children 

also learn to delay pleasure. 

"...because she's 5 years old and already knows, that money like thi,s can buy anything... 

if it's dangerous, for example, sprite drinks, once in a while. 3500 every day isn't allowed, 

so I will explain later and she will answer... I said, later next month. It's already out of 

budget. ...I am open with my children. Abi's business isn't good anymore, the money is 

only for basic needs. We have to save money. 100 thousand a week, okay. Don't buy 

things that aren't important. ...if you have money, she like to put it in her piggy bank. At 

home there is a piggy bank from school, DT's piggy bank, there is also her own piggy 

bank. She opened the piggy bank because she wanted to buy a bicycle. She didn't have 

enough money. The bicycle at home is her sister's tandem bicycle. So what? If you want 

(bike) individually, your sister's bicycle must be sold. The money is to buy a bicycle for 

your sister‘s. To buy your bicycle, add it with your savings. But it's still not enough, I'm 

the one who added it. That's a folding bicycle. (R3)“ 

"... she likes showing because she's a girl, right? Bun, my savings are already like this, 

isn't it enough to buy this? It's more like that... she's making plans. Like yesterday, she 

wants to buy frog legs, isn't that enough? How much do you think dad added? she takes 

swimming lessons regularly, so it's like how much money does she have, then it's not 

enough. I told her dad hasn't been paid yet. I'll buy it later. Anyway, later when dad gets 

paid... I'll teach, if you want something, wait. Your dad is looking for money first for a 

month, the term is like that... the children already know the end of the month. Has my dad 

been paid?.. (R4)“ 

"..in the past, for example, she wanted to buy a bicycle, then roller skates, with her thr‘s 

money. Or we'll do a survey first at Tokopedia. I want to buy this. How much is it? What's 

the price to buy this? Do you have money or not? I have a lot of money at my mother. 

...want to hold back, sometimes I say later. ok, yesterday I bought shoes... yes for a while, 

until December you can still do it right? If she tells us that, we'll ask when she needs it? 

It's urgent or it can still be planned, or it can be shifted, because it depends on her 

father's time.. (R5)“ 

4.2.4 Providing hands-on experience in economic activities 

The results of the current study show that not having an allowance during childhood is 

positively related to financial anxiety among young adults. Similarly, previous research has 

found that children who do not receive benefits are more likely to worry about money as 

young adults compared to other people (Kim & Chatterjee, 2013). In the interviews it was 

found that some parents provide financial socialization by giving children the opportunity to 

make real transactions, but still under the supervision of their parents. Providing this 

experience is believed to hone learning more concretely and will make a lasting impression on 

the minds of early childhood.   

"...at school, market day is once every 2 weeks. buying and selling food. the teacher 

chooses not to be the same... sell for a maximum of 2000, if the buyer brings 10,000. In 

the 2000s, you get 5. She bought it with her father at the agent, yogurt, cimory, yakult like 

that... quite profitable, the original price was 1300... the profit was for buying snacks. 

According to agreement. Most importantly, she knows every item has a price. So she 

knows, how it feel to make money. (R3)“ 

".. we usually took her to buy a hair clip and stickers. Now, she understands. What's the 

price of the stickers, then the bando-banto is 5000. .. she gets 50.000, for example....yes 
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because, how many times I have bought it it doesn't fit. If she needs it, what she needs, she 

will come with us. She chooses it. For example, buying online via cellphone. Like clothes, 

She want this one, she's looking for the model, we give her the keywords. She's the one 

looking for for example a dress, she chooses. I check the size, is it appropriate? the length 

of the dress, what's the width of the shoulders. As for shoes, we come to the store because 

we have to try it. We take her to a shoe shop.. Judging from her budget. We give her two 

options, its advantages and disadvantages. Bargain at the market. ...Yes, go to the market, 

go to the supermarket too.... (R5)“ 

4.2.5 Financial behavior monitoring  

Children whose spending is monitored by their parents are more likely to have savings 

accounts and develop a positive attitude that they can manage money. In addition, they are not 

worried that something will happen, because they feel that their parents are there and monitor 

their financial activities.  

"......on the way from school to home with me. I'll ask, has your pocket money run out? 

Yes, bun. She would tell me what she had bought. Bread, milk. I didn't ask how much it 

was. She can explain how the price of milk is 2000, if choki-choki costs a thousand. She 

will tell the story...(R4)“ 

Monitoring by parents will also be imitated by children in the future. Pliner (1996) in 

Kim(Kim & Chatterjee, 2013) concluded that monitoring children's money management helps 

children internalize expectations about savings and long-term planning. 

4.2.6 Role Playing 

Children's world cannot be separated by playing. Everything related to the game will be 

easily captured by early childhood. Therefore, some parents insert important messages in the 

game, including messages about financial management. Role playing can be held at home, in 

the neighborhood, at an ATM, or in another place that parents feel is appropriate. In addition 

to benefiting from the messages that will be conveyed, the concept of role playing is also able 

to become a bridge that connects two-way communication between parents and their children.  

" ...she likes cash games. When his cousin comes, buying and selling games. (R3)“ 

"... to the ATM, he pressed (R2)“ 

"... what is the name? she has a toy money game. Cash game (R4)“ 

" .. in the past, yes, but now, it's not. Yes, it's offline. In the past, she liked to buy money at 

merchants until the money is broken. Then she played trading, she played alone. For 

example, if her cousin came, she liked to play buying and selling pretend. Most of the time 

it was at Grandma's house because there were so many cousins. (R5)“ 

CONCLUSION 

Everyone needs financial management skills in this new era full of uncertainty. For this 

reason, it is necessary to develop financial management skills from an early age. This is 

important due to the main premise in early childhood education, namely what is developed 

early on, will last longer, and build intuitive abilities in the corresponding capabilities. Skills 

development in early childhood is carried out mainly by parents at home. Therefore, financial 

socialization by parents in early childhood is a very important thing to do. 
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Related to the financial socialization provided by parents to early childhood, this 

exploratory research then found that not all parents are willing to provide financial 

socialization. There are three types of parents, namely those who provide it in a planned, 

structured and systematic manner, then those who are not willing to provide socialization, and 

finally those who moderately provide simple concepts from the principle of financial 

socialization. Some parents who don't give usually have the belief that the concept of finance 

will have a bad influence on the child. 

usually teaching is not very pleasant for the child. The two methods that are often 

carried out are through example, and giving rewards for the desired behavior. We really 

understand that a child's behavior in the early days is very dependent on the model he sees. 

Therefore, parents can consciously do something with the aim of being seen and imitated by 

their children. Then attractive rewards can be given to reward the desired good behavior, so as 

to adopt the concept of positive reinforcement. 

Furthermore, the financial socialization method used is to involve early childhood in 

discussing financial decisions to be taken. This is also very good to do because it can give 

children a sense of self-confidence, a feeling of being valued, which can encourage the 

acceleration of financial management abilities. Another method that is also often used is to 

provide real experiences for children to make their own decisions, such as deciding to buy 

goods, or the food they want, so as to be able to encourage children to think. Furthermore, 

parents can monitor the behavior of children's financial activities. The last method used is 

through role play, so that children can carry out transactions safely, and have fun through the 

game process.  

Thus the exploratory research that has been carried out provides some insight into the 

provision of financial socialization to early childhood. Further research is needed, especially 

to find out the factors that shape parents' encouragement to provide financial socialization, and 

how these factors are interrelated. If this can be clearly described, then an effective 

intervention can be designed to increase the quantity and quality of financial socialization, for 

the development of better financial management capabilities for children.  
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