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While doing the dishes a few years ago, I overheard my sevenyear-old son tell his younger sister, then almost five: “You
know Susie, your life is really going to change when you’re five.
You get your allowance and you get to chew gum!”
I love how those were the life changing events on my son’s
mind! This memory reminds me of how financial literacy
should start at an early age, in the home. The skills and attitudes parents teach, and model become the habits of their
children. It is unfair to expect children (who later become
adults who make substantial spending decisions) to expend
their limited willpower resisting unnecessary spending! Children of affluent families are bombarded by advertising and
peer pressure with messages that their worth is tied to their
material possessions. They say that lessons are “caught,” not
taught, and that is no truer than in the financial realm. When
parents regularly and openly spend within their means and
according to their values, their children will soak up those
messages and habits, countering external influences.

Many smart and experienced people research and write about
best financial literacy practices for families. The resources we
love are listed below for your exploration. This article makes a
few suggestions from our experience.

Let your kids experiment with money. I am a huge
believer in the Save – Spend – Give model for teaching financial literacy to children, and I have set this up for my three children. Here’s how it works. All money is allocated to one of the
three categories. In our house, our children get their three
banks at age five. The banks are just plastic nut containers with
lids, but you can buy fancier banks made for this concept. They
decorate their banks with stickers and permanent markers,
and they label them with their names and the Save/Spend/
Give category. We pay them every two weeks - $5 in singles,
because they are five years old, $6 dollars in singles when they
are six, and so on. They get money because they need to learn
to manage it, NOT for doing chores. They do chores because

they are members of a household; no one pays me for doing
my chores!
The children decide how to allocate their money among the
banks, with one rule. At least 10% or $1, whichever is more,
goes into the Give bank. Sharing is a Sherman family value. We
tell them, “you have more than you need”—we call that an
“abundance”—"and you should share from your abundance.”
The rest can be allocated however the child chooses. Spend is
generally for short term wants: gum at the vending machine,
video games at the bowling alley, and purchases of Pokémon
cards. The Save bank is for a long-term goal. For my son that
was a basketball hoop. Susie is now saving for an e-book reader. And since they have their own pocket money, we don’t
have to be in the tussle other families are in with “will you buy
me…?” If asked, the answer is always no, you have your own
money. Starting at age 8 the children must do their own accounting and bank reconciliations. At age 11 our children must
plan their own money-making activity, to start at age 12. I will
help them explore what they are good at, what they enjoy,
and what people will pay them for (for the area of mutual
overlap contains their best job ideas). Then their allowance
ends.

The benefits far outweigh the time invested in the Save –
Spend – Give model. Children learn:
•

the value of money and what things actually cost

•

how to recognize coin and bill denominations

•

standard algorithm math skills in the context of their
bank balances

•

to recognize the added burden of taxes on spending

•

how to act cooperatively with their siblings for shared
wants

•

that generosity is their responsibility as children who
have much, and that it feels good to share with others
who have less

•

to keep their money safe

•

that they can track their spending and look at it later
to see where the money went

•

the need to be entrepreneurial if they can’t or don’t
want to work a standard job

•

the ability to delay gratification and save for the things
they want

As to this last point, children come to understand that if they
spend today, they won’t have it tomorrow. Their “future self”
will want things too. My son once went shopping with his
Spend money in his wallet. He picked out a Lego set from the
toy aisle, and by the time he got to the check out, he handed it
to me and said, “I’ve changed my mind. I guess I don’t really
want to spend my money on this.” He understood that the fun
he’d have wasn’t enough to part with the $20 in his wallet. As
children grow, you can add in experience around bank accounts, check writing, part-time
jobs (understanding a pay stub;
asking for a raise), credit card usage, and basic investing. Those
experiences can help grow additional knowledge and skills.
Finally, imagine two young adults
leaving college and living on their
own for the first time. Who do you
wish your child to be? The one
who has had the experience of
managing money from a young
age, or the one who didn’t? The
children with the experience have
developed competence and confidence that will serve them well as
they begin to make bigger financial decisions.

Talk about money. Early and
often! My husband and I talk
about spending decisions with our
children that are relevant to them.
This summer we went to the Adi-

rondacks, where we camped for part of the time, and rented a
cabin on a lake for part of the time. How much was the difference? The cabin rental was 10x the cost of the camping, and I
told this to my older two children when asked. They did the
math and their jaws dropped to the floor. I told them, “That’s
okay. Dad and I planned for this expense in our budget” and
asked them, “Are we having 10x more fun at the cabin?” The
answer was yes (we had a dock, boats, a fireplace and other
amenities we didn’t have while camping). Was it worth it? We
all said yes! The ability to talk about and weigh the relevant
factors in a financial decision is a critical money skill for children to develop.
You should talk about giving decisions too. I know a family
who donates their time and financial resources to the JCC.
Their two young children are closely involved in the decisions
as to how to volunteer their time and what tangible items to
give (such as new stuffed animals for a children’s hospital). It
did not come as a surprise to me recently when my son, Noah,
for the second year in a row, decided that he has enough toys
and books and asked his buddies attending his 10th birthday
party to bring a money donation to help the people of hurricane-ravaged Puerto Rico instead of presents. A mother
whose son attended Noah’s party was amazed at his generosity, telling me her son would never have done that. I told her
that this was not a difficult decision for Noah because this is
just what he learns in our family. My husband and I talk with
our kids about giving money to the Salvation Army, to the
school PTA and to help those suffering from disasters. And we
ask them if they want to add anything from their Give banks.
They are excited to use their Give money toward causes that
speak to their hearts. The mother I spoke with admitted that
she and her husband’s giving decisions are made in private and not
shared with her child. If he doesn’t
see your example, I remarked,
how can he learn to be generous?
Finally, talk occasionally with children about the spending and giving choices they have made. Are
they happy with them? My son
recently completed a two-year
spending analysis (represented by
the bar graph pictured here) and
we talked about how his money
decisions reflect his priorities. He
loves athletics, and was happy
with his choices!

Take a hard look in the mirror. Are you happy with
what you see? Do an audit on
your own Save – Spend – Give
history. I wouldn’t ask you to do
anything I haven’t done myself!

Last December my husband and I took a close look at our
spending patterns. And there were some things we saw on
paper that didn’t align with who we believe we are as people.
Our values as a family are to always help if we can, and to enjoy the finer things in life (fancy restaurants and insanely expensive bottles of wine) on special occasions, rather than on a
day-to-day basis. As a result, we set more modest limits on
wine store and restaurant spending, and decided to use cash
only for those items so that we would directly feel the effect of
our choices. (Dolling out large denominated bills is a bit different than handing over a small plastic card!) We also decided to
increase our giving percentage.
This reflects our values. Your values are your own. Take the
time to jot down what they are and rank them. For the top 3
values, analyze whether your spending reflects those values.
For example, if one of your values is to “put family first,” are
you devoting the time and resources to bring the family together for a meaningful celebration or trip? If one of your val-

ues is to “pursue meaningful work with passion,” are you in
need of some additional training classes or education to make
it a reality?

If you are already doing or have done these things,
Bravo! If not, why not? If you agree or even disagree with
these thoughts, I’d love to hear from you. What has worked in
your family? This is not just for parents, either; if you are a
grandparent, aunt or uncle, or older cousin, you are in an excellent position to help with developing financial literacy in the
children you care about and mentor. While all families are
different and have their own values, I strongly believe that the
benefits of talking, modeling, and letting kids experiment with
their own financial decision making as a hands-on learning tool
cannot be overstated. If you are having trouble getting started,
your Wealth Advisor is here to help you with practical guidance so give us a call.

For Your Bookshelf:
Raising Financially Fit Kids
By: Joline Godfrey

Raised Healthy, Wealthy and Wise
By: Coventry Edwards-Pitt

Teaching children key money skills needed to
become financially secure adults.

Lessons from successful and grounded inheritors on how they got that way.

The Promise of a Pencil
by: Adam Braun
How an ordinary person can create extraordinary change.

The Opposite of Spoiled
By: Ron Lieber
New York Times “Your Money” columnist explains how talking openly to children about
money can help parents raise modest, patient,
grounded young adults.
The Thin Green Line:
The Money Secrets of the Super Wealthy
By: Paul Sullvan
“Wealth Matters” columnist for The New York
Times reveals the decisions, behaviors, and
worldviews that lead to true wealth.

Additional Resources:
Share Save Spend
http://www.sharesavespend.com/
created by Nathan Dungan
Focuses on developing healthy money habits that link to one’s
values.
Prosperity4Kids
http://prosperity4kids.com/
Resources for parents and activities for kids, focused on developing a plan.
EconEdLink
https://www.econedlink.org/
Personal finance and economics resources for K-12.
Center for Retirement Research at Boston College
http://crr.bc.edu
Recognized by the New York Times as “…the nation’s leading
center on retirement studies,” their research covers any issue
affecting individuals’ income in retirement.
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