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Taking the time  

to teach your  

child good  

money values is  

an investment  

worth making.

Should you give your child an allowance?
Childhood is full of milestones. Some consider the age of seven to be the “age 
of reason” – the time when a child is capable of acting responsibly. At some 
point thereafter, as a parent you may want to decide when you want your 
child to be responsible for another important “first” – handling money.

An allowance can help your child learn money management skills. It’s an opportunity to learn bud-

geting and delayed gratification. Optimal results can be achieved if time is taken at the outset to lay 

down some ground rules. Sit down with your child and go over a few simple points. Even better, write 

down the rules in the form of a contract and have your child sign it. If disagreements arise, just refer to 

the contract! Here are some points to consider:

When should you start?
Your child should be able to understand what money is for and have had a little experience with purchas-

ing things. The beginning of the school year is a good time to start, or perhaps on the child’s birthday.

How much should be given?
The amount depends on the child’s age, the family’s budget, what the allowance is supposed to cover, 

and what’s usual in the community. A potential rule of thumb is a dollar for each year of the child’s age.

What does the allowance cover?
For young children who don’t have a lot of experience with money, an allowance should be mainly for 

discretionary spending: items like toys and treats. Be sure to discuss with your child whether he or she 

is expected to pay snacks at school, movies, gifts, and so on.

Should kids be expected to save?
Encourage your child to save a portion percent of the allowance in order to experience the power of 

compounding. As an incentive, consider matching dollar for dollar whatever your child decides to save.

Should kids give to charity?
Discuss with your child causes that are important to you, and why. They may choose to follow your 

lead, or support a personal interest.

Should you pay for chores?
Some families tie allowances to chores in order to show youngsters that money needs to be earned. 

You might consider giving your children an allowance with no strings attached.

The bottom line
Whatever rules you decide on for your child’s allowance, it’s important to be firm and consistent in 

enforcing them. Periodically review the allowance agreement and make adjustments befitting your 

child’s age and increased responsibility.
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