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“Are we rich?” At some point your child may ask this question. I know mine did. So what is the best 

answer? Well, it depends on your family values. A child asking this innocent question is not asking for a full 
course in finance but they are asking an interesting question. 

 
Before answering, do a little research. In Malcolm Gladwell’s book David and Goliath: Underdogs, 

Misfits, and the Art of Battling Giants, he presents some interesting research indicating that the optimum family 
earnings is around $75,000. One might assume the more money you make the easier it is to raise children, but 
Gladwell’s findings indicate that the more money a family makes, the harder it is to instill those same values that 
may have led to the parent’s success.  

 
To begin with, I would suggest clarifying your family values on the topic of money. Some of you may 

remember the song from Sheryl Crow, “Soak Up the Sun.” Her line that has been helpful for me is, “It's not 
having what you want, It's wanting what you've got.” With children, the first step in financial education is talking 
about wants and needs. This is not a one-time lecture but can happen at stores, at birthdays and on other 
occasions where you can decide what a “need” or a “want” is for your family.  

 
Another way to help younger children is to understand the difference between buying things and buying 

experiences. Unfortunately, we all—myself included—accumulate a lot of stuff. To be clear, I’m not saying that if 
you enjoy buying things, it is setting a bad example. What children need to know is that sometimes an 
experience is worth more than something you may play with once or twice and soon become bored with and 
never use again.  

 
Finally, help your children understand how money works. We work, budget, save and spend. Give them 

some experience with allowance and chores, but don’t expect magic here. Earning money is something they will 
do. Learning how to think about what to do when you get your pay is a family value. A simple formula is to use 
the 50-30-20 method. If you get $10, you can spend $5 any way you want, but we need to put $3 in our savings 
for something special and $2 in your emergency savings, which is for an emergency. If you are so inclined, go 
ahead and let your child’s savings earn interest. If the interest they earn is 10% it is easy for them to compute 
and you can show them how saving makes sense in the long run. 

 
Whether or not your child asks, I hope that you will engage them in an oft-avoided topic that needs 

some timely attention. Learning at an early age to manage your finances is based on learning how to think about 
money and what to do with it. 
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