
Your Child’s College Fund vs 

Your Retirement Fund 

Most parents will find themselves with this unique 

dilemma.  Do I save for my retirement or do I put money away for my 

children’s college education?  In a perfect world we would not have choose 

one over the other but if you had to choose, which would you pick? 

It’s a unique situation that parents today find themselves in.  With the predicted shortfalls in Social 

Security in the next 20-30 years, should we be socking money away in our 401(k)s and IRAs?  Or into 

529s to help our children avoid inevitably enormous tuition bills?  Ideally we would have the income to 

contribute to both funds securing our retirement and our children’s future; however, most of us don’t 

have the considerable discretionary income it would take and are forced to choose.  It’s an emotional 

decision therefore, not an easy one to make.   

Your Retirement 

Advocates for saving for your retirement over college say it’s more important to secure your own 

financial health first, and it makes sense.  Your kids can always borrow for college but you cannot 

borrow for your retirement. You need your retirement money to live, eat and pay for shelter – the 

basics.  You’re not working, so that money is your only source of income. Saving for college is extremely 

important, but it’s a luxury. Your children will have other ways to pay for college - scholarships, grants, 

part-time jobs, and they can choose a more affordable school. Pay for your child’s college if you can, but 

remember that it’s not as important as retirement.  

 

Your Children’s College Education 

Advocates for the flip side argue that while you can choose when you retire, you can’t choose when your 

child goes to college.  Plus, the cost of tuition goes up every year – faster than the rate of inflation.  And 

finally many parents just don’t want to saddle their kids with an enormous debt after graduation.  

  

Can You to Find a Balance? 

Perhaps.  If you start early enough.  Ruth Davis Kronigsberg, author, contributor to Money.com and 

Director at Arden Asset Management, suggests that if you’re still struggling with this decision, one 

possible “approach that may help is to let time guide your choices, since starting early can make such a 

huge difference thanks to the power of compound interest.”  A brief summary of Kronigsberg’s model: 

 

Phase One:  Start early when saving for retirement.  This means participating in a 401(k) as early as 

25 and contributing anywhere from 10% to 15%.  After a decade, even if you’re not making a lot of 

money, the early saving will put you way ahead of the game particularly when you enter the next 

phase which starts with the birth of your children. 

 

Phase Two:  Again, starting early is key.  Assuming you’ve been in phase one for approximately a 

decade, as soon as your first child is born, open a 529 or similar college savings account. For the first 



5 years or so of your children’s lives put whatever you can into the 529s, even if it means reducing 

(not eliminating) your 401(k) contributions for a time.  Whether it’s a small birthday check from 

Grandma or your annual bonus, starting the 529s early will help tremendously because soon you will 

have to switch back to saving for retirement again.  Meanwhile, your 401(k) can continue to grow 

from reinvested dividends and positive returns.   

 

Phase Three:  By this time you’re 45, and you will have had 20 years of saving and investing 

experience and two portfolios as a result.  Based on the fund’s size and your cost calculations, you 

can decide whether to continue funding one or both accounts.  By now you will hopefully have a 

larger income which might enable you to fund both accounts simultaneously moving forward or 

making catch-up payments if you see major shortfalls.  Regardless of which, or both, accounts you 

decide to continue funding, your primary focus at this time should be your retirement.  Also by this 

time in your life you still have another 10-20 years to earn money for retirement although those 

contributions will have less long-term impact. 

 

Kronigsberg also warns that “this strategy doesn’t guarantee that your kids won’t have to apply for 

scholarships or take out loans, or that you won’t have to put off retiring until 75. But at least you will 

know that you did everything in your power to try to plan in advance.” 

 

What if Finding a Balance is Not an Option? 

For most families it’s not.  Funds are limited, and while it sounds cold-hearted, all experts say that the 

best option is to save for your retirement first.  Why?  It’s simple.  You or your child can get loans and 

financial aid for college while you cannot get a loan to pay for retirement.  While many parents balk at 

the idea of burdening their offspring with student debt, shortchanging yourself now to help pay for 

college can backfire. You may simply be increasing the likelihood that your children will have to support 

you later in life. 

 

Retirement is a necessity. If you don’t have retirement money saved up, then you’re working until you 

die or living on next to nothing. Get to a place financially where you can start putting 15% of your 

income toward retirement first, then begin working on a college fund for your kid’s education.  

 

Don’t guilt-trip yourself into doing something you’ll regret in a few years, like taking money out of your 

retirement. Your child will be okay—with or without your help. This isn’t child abuse. It’s wise parenting.  

 

 

 

 

 


