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TO MY CHILDREN, LAURIE AND JOSH,

from whom I never cease to learn
new and wonderful things
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Buying eight-hundred-dollar suits and Ferragamo shoes, daytrading in his dorm room, and running up five-figure credit-card debts through betting on the outcome of NFL games—not exactly the way you expected Justin to spend the money earmarked for his college education, is it? Today’s kids1 are at greater risk than ever before of buying into the instant-wealth culture that dominates our society. The get-rich-quick mind-set and the quest for instant gratification have permeated our culture, and your family isn’t immune.

Are you hoping that your kids will study hard, prepare themselves for useful careers, and then land good jobs and start families? In other words, turn into successful, financially independent adults? I thought so. But what parents hope for and what actually happens are often at odds. Check out these other, all-too-realistic scenarios.

HIGH-RISK INVESTING

Brad earned seven thousand dollars toward his college education through hard work during high school. His parents, a middle-class working couple, added considerably to that amount, but Brad ended up taking out an eight-thousand-dollar student loan to finish his senior year. That same year, Brad received a letter from a well-known brokerage firm and was invited to open an account. He parked his loan money—all eight thousand dollars—in a high-yield mutual fund growing at almost 18 percent per year.

Within two months, he decided to try for a better return from an even higher-risk investment. He had friends who helped him buy and sell a few hundred shares of stock. He made a few lucky trades and found himself suddenly two thousand dollars richer. This was too good to be true!

It wasn’t long before he began making trades in companies that he knew little about. He wasn’t worried though. All his friends were involved in online trading, and he was getting some great tips. Then his run of luck ended, and he lost one-third of his college loan. That’s when he panicked. How could he get that money back? He heard the magic words: “Trade options! It’s great. Everybody’s doing it!” By Thanksgiving Brad’s investment account was empty. He had no cash left to pay for winter-quarter classes.

CREDIT-CARD DEBT

Like Brad, Candace came from a middle-class background. She and her parents teamed up to pay most of her college expenses. In addition, she had received scholarships and a gift from her grandmother, so Candace had all she needed to finish her degree without taking out any student loans.

At fall registration of her freshman year, she was offered an expensive set of facial cleansers and moisturizers just for signing up for a credit card. Two years later she was maxed out on six credit cards, and her college funds were being drained just to make the minimum payments on her debt. Candace was afraid to tell her parents, and when she finally ran out of money in the spring of her junior year she owed more than twenty-eight thousand dollars in high-interest credit-card debt.

Candace had entered college debt-free and with enough money in the bank to pay for four years of college. Now she faced possibly having to quit school and move back home. She hoped she could find a job that would pay her enough so she could pay off her credit cards.

RAMPANT CONSUMERISM

Alex grew up in a family that had inherited some money. Through wise investing over twenty years, his family had actually become quite wealthy. Despite their assets, however, Alex’s family lived modestly. They drove domestic cars, vacationed in Florida and Colorado rather than in Cannes and Gstaad, and tried to minimize the impact of their wealth on their children. Throughout their teenage years, Alex and his brothers worked at after-school jobs so they’d have extra spending money. None of their classmates thought of them as spoiled rich kids.

Alex had far more money than he needed to complete college because his parents had funded an investment account that enabled them (and Alex’s grandparents) to make annual tax-free gifts that were designated for his education. Sadly, it was a good plan that backfired. When Alex entered college he found out how much he was worth. He soon lost interest in his studies, replacing scholarship with consumerism.

He started throwing extravagant parties for his friends, some of whom moved in with him without paying any rent. Alex didn’t mind, though, since there was more money in the trust fund. He enjoyed a few more years of BMWs and Patek Philippe watches, and he traveled in style around Europe and parts of Asia. Then, completely broke, the world traveler returned home and moved back into his old room. Alex was twenty-three years old, had no financial assets, and had not a single marketable skill except his high school experience working at McDonald’s.

FINANCIAL REALITIES

Do you think none of these scenarios could ever describe your children? After all, you’re teaching them not just positive values but biblical values. You’re doing your best to raise them to be godly adults who will live wisely and well when they finally leave the nest.

It’s good to do all those things, but unfortunately it’s not enough. The biggest, most powerful marketing machine in history has targeted your children in an attempt to turn them into “model consumers”—the kind who are easy prey to slick advertising campaigns. The persuasive power of marketing and the appeal of ever-changing fashion work together to dwarf your influence as a parent. The goal of this faceless consortium of advertisers, retailers, and trendsetters is to train your offspring to spend everything they have, everything you have, and everything you both might earn in the future on their products, preferably on credit.

How can you even begin to compete with the thousands of ads on television and billboards and in magazines that your children see every day of their lives? Even if your kids are still toddlers, you already know the potential for manipulating their little minds. Every time a preschooler pleads, “Mommy! Buy me one of these,” a group of marketing moguls exchanges high-fives. They’re celebrating because they’re one step closer to separating your children from their (that is, your) money.

That’s the bad news. But there is still plenty of good news to be had. In spite of our consumer culture that has targeted your innocent children, you are still in a position to raise your kids to be godly and wise adults. It won’t be easy, and to succeed you’ll need a clear plan. But with persistence and the right approach, you can train your kids to become adults who are independent, debt-free, and capable of wisely managing their finances. If you do nothing, however, your children can look forward to a lifetime of financial manipulation—much of it with your money—with little likelihood of achieving happy and successful lives.

A WORKABLE PLAN

When it comes to developing the best plan for training our children, the place to begin is the Bible. The Bible is loaded with practical advice for parents who hope to raise money-smart yet unspoiled children. We want to use the most effective methods available to pound wisdom into the little skulls of our beloved offspring. Wisdom that is grounded in the Bible leads to the development of character. And character, as expressed in the parry and thrust of everyday life, is exactly what our kids will need in order to navigate a safe course through the financial reefs of adulthood.

In this book you’ll learn a simple five-step program to give your children the best possible chance to become the kind of money-savvy adults you want them to be. The task, in a nutshell, is to teach them five essential values about money and its proper uses. These core values are hard work, generous giving, wise saving, careful spending, and limited borrowing—and then only with great fear and trembling. These values, if laced together with a strong biblical emphasis on building character, are the tools every child needs in order to arrive at adulthood equipped to deal with the realities of the modern world.

When my children were preschoolers, I often told them, “Remember, your parents are your most important teachers!” I hoped that during the years our kids were in school, Kathy and I would retain some credibility with them when they were exposed to ideas and values that conflicted with biblical values. As parents responsible to train our children, we need to teach them attitudes (about God’s purposes for work, money, and leisure) as well as skills (simple math, balancing accounts, evaluating a variety of loans and investments). But—a crucial condition—our children’s financial education must occur within a framework of character development, especially self-control. If a child can decide to defer a short-term pleasure in favor of a more significant yet distant desire, or save for a specific purchase despite the temptations to buy it on credit, we can be sure that child is on the way to a successful adult life.

If you follow the guidelines in this book, can you really be sure that your children will be able to resist the lures of easy credit, materialism, debt, and other financial enticements of our go-for-the-gusto society? What if your children are already teenagers? Is it too late for these principles to work for them? Some children will make bad choices no matter how they’ve been trained. They have a free will—definitely a mixed blessing. With that in mind, I’ll explain how to structure your finances to minimize the damage of your kids’ unwise decisions and to preserve second chances.

Don’t let the possibility of future mistakes—yours or your kids’—keep you from taking positive action. By far the most dangerous course of all is to do nothing. Don’t assume your children will just naturally learn how to wisely manage their money. They won’t move into adulthood surrounded by encouraging voices emphasizing the wisdom of saving, the peril of indebtedness, the earthly pleasures of meaningful work. A far more sinister chorus is already chanting much more dangerous messages into their ears:

“Work is what you do when you can’t afford to do anything else.”

“You deserve a new car—and we can fit payments to any income!”

“Somebody’s got to win the big jackpot … and you sure can’t win unless you play!”

“Buy-and-hold investing is for saps. The real money is in options!”

“You’re still using that old computer? Get a new one and donate that antique to the Smithsonian.”

Have you bought into any of these messages? You know you have, and you’re a mature adult! If you find yourself constantly being manipulated to abandon biblical values in favor of instant gratification, imagine how vulnerable your children are. They need your guidance, and that’s why aggressive action is called for. You really can help your children learn biblical values. True, you may need to take a refresher course, but education becomes all the more vivid when you’re learning the same lessons you’re teaching your children. The really important thing is to roll up your sleeves and get started.

When I was only six, I managed to climb almost twelve feet into a large willow tree bordering my grandmother’s property. Once up there, I lost my confidence and decided I wouldn’t even try to climb down. When dinnertime came and went, my father finally discovered my predicament. He offered a simple solution: Hang from the branch and drop, and he would catch me. I cried with fear, unwilling to take the plunge. But as the night grew dusky and the crickets began to chirp, the disadvantage of doing nothing dawned on me. I eventually jumped, and when safely in my father’s arms, I wondered why I had been so fearful.

So gather your courage and leap with me into the exciting challenge of raising our children into godly, money-savvy, debt-phobic, unspoiled adults. We’ll begin by looking at what it takes for parents to model wise financial practices in front of their children.
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PREPARING TO MENTOR YOUR KIDS




Chapter 1

Hope for the Financially Flawed
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Your Kids Can Learn from Your Mistakes

One of the most colorful characters of the Roaring Twenties was Wrong-Way Corrigan, a maverick pilot in the age of aerial daredevils and barnstormers. Corrigan made his reputation by flying solo from New York to Ireland. The only catch was that the U.S. government had banned all solo transatlantic flights after a rash of fatalities following Charles Lindbergh’s successful New York-Paris flight.

Wrong-Way made the New York-Ireland flight anyway. When challenged, he simply pointed out that it was all a mistake. He had intended to fly from New York to Los Angeles and had simply read his compass backward.

As parents, sometimes we feel a lot like Wrong-Way Corrigan. We have a clear goal in mind, a daring goal, actually. We want to raise our children in such a way that they will grow into godly adults. But too often we don’t have a clue how to get from here to there. We sometimes wonder who we are to be building character into our children when we’ve cut so many corners ourselves. And when it comes to finances, how can we raise our children to be wise and capable money managers when we feel so inadequate in those areas ourselves?

GOD PROVIDES THE TOOLS

Just over three thousand years ago an angel paid a surprise visit to a young Israelite named Gideon. He was so terrified of the Midianite raiders who plagued Israel that he was reduced to winnowing his grain inside the shelter of a winepress. That’s like trying to fly a kite in a barrel, and not a particularly efficient method of separating grain from chaff. The angel knew of Gideon’s misgivings and greeted him with these words: “The LORD is with you, mighty warrior” (Judges 6:12).

Gideon was a guy who had flaws and insecurities like the rest of us. In fact, he was probably all too well acquainted with his own inadequacies. Gideon had focused on his weaknesses while God saw his potential. If we read further in Judges, we’ll see that this self-conscious young man who took to a winepress in fear later became a military leader of Israel. The personal transformation evident in Gideon’s life proves God’s unique capability to take our human weaknesses and give us what we need to prosper.

One story in particular highlights God’s talent in this area. In Judges 7:1-7, the army of Israel was anticipating a battle against the superior forces of the Midianites. In opposition to all known logic, God instructed Gideon to send home the bulk of his army so that only a few hundred warriors were left. But that’s not all. Instead of arming themselves with spears, shields, swords, and bows, God directed the Israelites to go to war against the fierce Midianites carrying lamps, clay pots, and trumpets!

Everything that Gideon could have used to fight the Midianites—namely a large, well-equipped army—was taken away. Put yourself in Gideon’s place. Even with shrewd military tactics, how could you be expected to defeat a well-trained enemy when your forces were armed with nothing more threatening than clay pots and rams’ horns? But if you read the account of this battle in Judges 7, you’ll see that a small Israelite force bearing no traditional weapons routed the forces of Midian.

Why am I telling you a story about Old Testament warfare? It’s to give you courage as you try to raise financially smart children, especially if you’re doubting that you have a single financially savvy bone in your body. Like Gideon’s getting the job done with too few soldiers and no conventional weapons, God wouldn’t call you to do something without fully equipping you for the job.

When we send Justin outdoors to pull weeds, we know he has everything he needs to do the job—two strong arms and a free summer afternoon. But he may not think so. He might walk out into that vast expanse of grass, flower beds, and shrubbery and feel completely overwhelmed. In the same way, we need to reflect on the truth that God has indeed given us what we need to raise children of character who will become financially wise and responsible adults. He has given us the tools; it’s up to us to identify and use them.

YOUR NUMBER-ONE ASSET

If God provides the tools you’ll need, what are they? There are several, including an honest self-appraisal, commitment to the task, and the faith to trust God with the results. But God also provides another crucial asset: motivation. You wouldn’t be reading this book unless God’s Spirit was creating within you a desire to raise godly children. And if you hope to succeed in this venture, you have to keep that motivation alive for the long haul.

You can’t do without it—it’s like the flour in a cake, the rubber in tires, or the spark in your car’s ignition system. You’ll need other assets, but the rest are minor compared with this one. If you feel your motivation flagging, consider the consequences of not training your children to be financially savvy. I have two words for you: “boomerang kids.” When your children are grown, you really do want them to leave the nest and build nests of their own. You want them to possess the godly character that produces mature, balanced, self-supporting adults.

Not long ago my daughter married a fine young man. Preparing to help my only daughter pledge herself to another man was a bittersweet period. But every time my wife, Kathy, mentioned how empty our nest had become, I couldn’t help reflecting that it was far superior to the alternative. Of course we hope to remain close to our adult children, but we don’t want to be summoned to rescue them from a financial tarpit. We welcome them to visit us, but not because they’re looking for free groceries and a cheap place to sleep.

No parent wants boomerang kids. Our goal is to build character and financial skills into our children’s lives so they can succeed both as people and as wise stewards of their finances. As our kids grow, teaching them the skills and values of wise financial management will help ground them in godly character. As I’ll show in later chapters, character development and training in good money habits go hand in hand. By giving our children a character-based financial education we will furnish them with the tools they’ll need to live successfully as adults.

DON’t SWEAT PAST MISTAKES

Perhaps you hear a nagging voice inside your head telling you that you just don’t have what it takes. “You’re a financial loser!” whines your inner wimp. Other voices join the chorus: “Remember all that credit-card debt? Did you forget those moronic ‘investments’ you made? And your checkbook is a disgrace!”

Three words of advice: Ignore those voices. You’re an adult, you’re motivated, and you’re reading this book. Together we’ll discover everything you need to train your children in the skills of wise money management. If you feel like you’re being thrown into the deep end of the pool without water wings, you’re in good company. Even physicians are trained in a similar process. A doctor once told me that when it came to learning how to perform an appendectomy, for example, the rule was “watch one, do one, teach one.”

We’ve all made financial decisions that we wish we could take back. We can look at our past mistakes as great opportunities for wisdom development for ourselves and for our kids. With age comes experience, both good and bad. So we should convert our firsthand knowledge into wisdom by reflecting on the biblical principles we violated and making the right midcourse correction. I’d guess that every surgeon who has sweated bullets through a touch-and-go operation learned far more from that experience than from performing a textbook example of surgery.

A QUICK SELF-APPRAISAL

You’re motivated, and you’re not going to let previous financial failures keep you from teaching your kids to succeed. But before moving on, you might want to consider a little housecleaning. What are the financial habits that you want to teach your children that you might not be modeling yourself?

You’ll want to teach your kids to fear indebtedness the way a burned child fears a hot stove, right? Take a hard look at your own debt situation. If you’re regularly paying finance charges on credit-card debt, take a swig of your own medicine before you try to dose your kids with it. Even if you only have one credit card with ongoing finance charges, try this simple strategy for debt reduction.

Find an ugly, scratchy, moldy piece of old rope, the funkier the better. A length of rusty iron chain is actually superior, because it more vividly symbolizes the slavery of indebtedness. (The drawback is that it sets off metal detectors.) Now tie a hunk of that nasty rope around your ankle. Tie additional lengths of rope until you have as many revolting ankle bracelets as you have overdue credit-card balances. Finally, cut each rope off your ankle only when you’ve paid off a credit card.

Sound extreme? If you had to wear ropes around your ankle—in the shower, at work, at the gym, and even in bed—you’d quickly learn to hate debt just as you want your kids to hate it. When little Justin asks, “Mom and Dad, why are you wearing a smelly rope around your ankles?” you can explain that you have become enslaved to debt because it exerts a power over you that you can’t control without eliminating it altogether.

The point is this: If you have consumer debt, now’s the time to get on top of it. But that’s not the entire answer. You also need to model generosity, disciplined savings, and wise spending habits. You want your children to become adults who give generously, save wisely, and spend carefully. The key to success is to raise them in a home where you model these same values. If this doesn’t yet characterize your own money habits, there’s no time like now to start making changes. The goal is to live on less than you earn, so that the difference between income and expenses can flow into giving and savings. As I explained in a previous book, Living Large: How to Live Well—Even on a Little,1 your target is to structure your finances so that you give some, save some, and live joyfully on the rest. This can become your own financial guiding light as well as the principle that directs your children.

If you’re climbing out from under years of poor financial habits, you have the raw material to help provide your kids with a dose of reality they would never experience in an “ideal” family situation. Your checkbook might be the financial version of Wrong-Way Corrigan, but there’s nothing like raising children to motivate us adults to get our act together.

After all, Wrong-Way became famous for a single spectacular example of poor navigation. He didn’t make it a practice to fly from San Francisco to Los Angeles by way of Seattle. If we want to build character in our children, we need to develop our own financial navigational skills. At least we know the ultimate goal—building godly character that will enable our kids to succeed as adults. The challenge now is how to get from here to there.

In the next chapter we’ll see that God has already given us the means. For starters, think of raising money-savvy kids as the world’s biggest game of Monopoly. Let’s get out the game board, pick our tokens (I like the racecar best), and get ready to play.
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