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    he’s still in his 30s. There is a baseball pitcher who makes more than $4 million a year even thoughhe has been labeled 'mentally challenged.’ “

    There was a long silence between us. It was dawning on me that I was giving my son the sameadvice my parents had given me. The world around us has changed, but the advice hasn’t.

    Getting a good education and making good grades no longer ensures success, and nobodyseems to have noticed, except our children.

    “Mom,” he continued, “I don’t want to work as hard as you and dad do. You make a lot of money,and we live in a huge house with lots of toys. If I follow your advice, I’ll wind up like you, workingharder and harder only to pay more taxes and wind up in debt. There is no job security anymore; Iknow all about downsizing and rightsizing. I also know that college graduates today earn less thanyou did when you graduated. Look at doctors. They don’t make nearly as much money as they usedto. I know I can’t rely on Social Security or company pensions for retirement. I need new answers.”

    He was right. He needed new answers, and so did I. My parents’ advice may have worked forpeople born before 1945, but it may be disastrous for those of us born into a rapidly changing world.No longer can I simply say to my children, “Go to school, get good grades, and look for a safe,secure job.”

    I knew I had to look for new ways to guide my children’s education.

    As a mother as well as an accountant, I have been concerned by the lack of financial educationour children receive in school. Many of today’s youth have credit cards before they leave highschool, yet they have never had a course in money or how to invest it, let alone understand howcompound interest works on credit cards. Simply put, without financial literacy and the knowledge ofhow money works, they are not prepared to face the world that awaits them, a world in whichspending is emphasized over savings.

    When my oldest son became hopelessly in debt with his credit cards as a freshman in college, Inot only helped him destroy the credit cards, but I also went in search of a program that would helpme educate my children on financial matters.

    One day last year, my husband called me from his office. “I have someone I think you shouldmeet,” he said. “His name is Robert Kiyosaki. He’s a businessman and investor, and he is hereapplying for a patent on an educational product. I think it’s what you have been looking for.”

    Just What I Was Looking For

    My husband, Mike, was so impressed with CASHFLOW, the new educational product that RobertKiyosaki was developing, that he arranged for both of us to participate in a test of the prototype.Because it was an educational game, I also asked my 19-year-old daughter, who was a freshman ata local university, if she would like to take part, and she agreed.

    About fifteen people, broken into three groups, participated in the test.

    Mike was right. It was the educational product I had been looking for. But it had a twist: It lookedlike a colorful Monopoly board with a giant well-dressed rat in the middle. Unlike Monopoly, however,there were two tracks: one inside and one outside. The object of the game was to get out of theinside track-what Robert called the “Rat Race” and reach the outer track, or the “Fast Track.” AsRobert put it, the Fast Track simulates how rich people play in real life.

    Robert then defined the “Rat Race” for us.

    “If you look at the life of the average-educated, hard-working person, there is a similar path. The

    child is born and goes to school. The proud parents are excited because the child excels, gets fair togood grades, and is accepted into a college. The child graduates, maybe goes on to graduate schooland then does exactly as programmed: looks for a safe, secure job or career. The child finds thatjob, maybe as a doctor or a lawyer, or joins the Army or works for the government. Generally, thechild begins to make money, credit cards start to arrive in mass, and the shopping begins, if italready hasn’t.

    “Having money to burn, the child goes to places where other young people just like them hangout, and they meet people, they date, and sometimes they get married. Life is wonderful now,because today, both men and women work. Two incomes are bliss. They feel successful, their futureis bright, and they decide to buy a house, a car, a television, take vacations and have children. Thehappy bundle arrives. The demand for cash is enormous. The happy couple decides that theircareers are vitally important and begin to work harder, seeking promotions and raises. The raisescome, and so does another child and the need for a bigger house. They work harder, become betteremployees, even more dedicated. They go back to school to get more specialized skills so they canearn more money. Maybe they take a second job. Their incomes go up, but so does the tax bracketthey’re in and the real estate taxes on their new large home, and their Social Security taxes, and allthe other taxes. They get their large paycheck and wonder where all the money went. They buysome mutual funds and buy groceries with their credit card. The children reach 5 or 6 years of age,and the need to save for college increases as well as the need to save for their retirement. .

    “That happy couple, born 35 years ago, is now trapped in the Rat Race for the rest of theirworking days. They work for the owners of their company, for the government paying taxes, and forthe bank paying off a mortgage and credit cards.

    “Then, they advise their own children to 'study hard, get good grades, and find a safe job orcareer.’ They learn nothing about money, except from those who profit from their naivete, and workhard all their lives. The process repeats into another hard-working generation. This is the 'RatRace’.”

    The only way to get out of the “Rat Race” is to prove your proficiency at both accounting andinvesting, arguably two of the most difficult subjects to master. As a trained CPA who once workedfor a Big 8 accounting firm, I was surprised that Robert had made the learning of these two subjectsboth fun and exciting. The process was so well disguised that while we were diligently working to getout of the “Rat Race,” we quickly forgot we were learning.

    Soon a product test turned into a fun afternoon with my daughter, talking about things we hadnever discussed before. As an accountant, playing a game that required an Income Statement andBalance Sheet was easy. So I had the time to help my daughter and the other players at my tablewith concepts they did not understand. I was the first person-and the only person in the entire testgroup-to get out of the “Rat Race” that day. I was out within 50 minutes, although the game went onfor nearly three hours.

    At my table was a banker, a business owner and a computer programmer. What greatly disturbedme was how little these people knew about either accounting or investing, subjects so important intheir lives. I wondered how they managed their own financial affairs in real life. I could understandwhy my 19-year-old daughter would not understand, but these were grown adults, at least twice herage.

    After I was out of the “Rat Race,” for the next two hours I watched my daughter and theseeducated, affluent adults roll the dice and move their markers. Although I was glad they were alllearning so much, I was disturbed by how much the adults did not know about the basics of simpleaccounting and investing. They had difficulty grasping the relationship between their IncomeStatement and their Balance Sheet. As they bought and sold assets, they had trouble remembering

    that each transaction could impact their monthly cash flow. I thought, how many millions of peopleare out there in the real world struggling financially, only because they have never been taught thesesubjects?

    Thank goodness they’re having fun and are distracted by the desire to win the game, I said tomyself. After Robert ended the contest, he allowed us fifteen minutes to discuss and critiqueCASHFLOW among ourselves.

    The business owner at my table was not happy. He did not like the game. “I don’t need to knowthis,” he said out loud. “I hire accountants, bankers and attorneys to tell me about this stuff.”

    To which Robert replied, “Have you ever noticed that there are a lot of accountants who aren’trich? And bankers, and attorneys, and stockbrokers and real estate brokers. They know a lot, and forthe most part are smart people, but most of them are not rich. Since our schools do not teach peoplewhat the rich know, we take advice from these people. But one day, you’re driving down the highway,stuck in traffic, struggling to get to work, and you look over to your right and you see your accountantstuck in the same traffic jam. You look to your left and you see your banker. That should tell yousomething.”

    The computer programmer was also unimpressed by the game: “I can buy software to teach methis.”

    The banker, however, was moved. “I studied this in school-the accounting part, that is-but I neverknew how to apply it to real life. Now I know. I need to get myself out of the 'Rat Race.’ “

    But it was my daughter’s comments that most touched me. “I had fun learning,” she said. “Ilearned a lot about how money really works and how to invest.”

    Then she added: “Now I know I can choose a profession for the work I want to perform and notbecause of job security, benefits or how much I get paid. If I learn what this game teaches, I’m freeto do and study what my heart wants to study. . .rather than study something because businessesare looking for certain job skills. If I learn this, I won’t have to worry about job security and SocialSecurity the way most of my classmates already do.”

    I was not able to stay and talk with Robert after we had played the game, but we agreed to meetlater to further discuss his project. I knew he wanted to use the game to help others become morefinancially savvy, and I was eager to hear more about his plans.

    My husband and I set up a dinner meeting with Robert and his wife within the next week.

    Although it was our first social get-together, we felt as if we had known each other for years.

    We found out we had a lot in common. We covered the gamut, from sports and plays torestaurants and socio-economic issues. We talked about the changing world. We spent a lot of timediscussing how most Americans have little or nothing saved for retirement, as well as the almostbankrupt state of Social Security and Medicare. Would my children be required to pay for theretirement of 75 million baby boomers? We wondered if people realize how risky it is to depend on apension plan.

    Robert’s primary concern was the growing gap between the haves and have nots, in America andaround the world. A self-taught, self-made entrepreneur who traveled the world putting investmentstogether, Robert was able to retire at the age of 47. He came out of retirement because he sharesthe same concern I have for my own children. He knows that the world has changed, but educationhas not changed with it. According to Robert, children spend years in an antiquated educationalsystem, studying subjects they will never use, preparing for a world that no longer exists.

    “Today, the most dangerous advice you can give a child is 'Go to school, get good grades andlook for a safe secure job,’ “ he likes to say. “That is old advice, and it’s bad advice. If you could see

    what is happening in Asia, Europe, South America, you would be as concerned as I am.”

    It’s bad advice, he believes, “because if you want your child to have a financially secure future,they can’t play by the old set of rules. It’s just too risky.”

    I asked him what he meant by “old rules?”

    “People like me play by a different set of rules from what you play by,” he said. “What happenswhen a corporation announces a downsizing?”

    “People get laid off,” I said. “Families are hurt. Unemployment goes up.”

    “Yes, but what happens to the company, in particular a public company on the stock exchange?”

    “The price of the stock usually goes up when the downsizing is announced,” I said. “The marketlikes it when a company reduces its labor costs, either through automation or just consolidating thelabor force in general.”

    “That’s right,” he said. “And when stock prices go up, people like me, the shareholders, get richer.That is what I mean by a different set of rules. Employees lose; owners and investors win.”

    Robert was describing not only the difference between an employee and employer, but also thedifference between controlling your own destiny and giving up that control to someone else.

    “But it’s hard for most people to understand why that happens,” I said. “They just think it’s notfair.”

    “That’s why it is foolish to simply say to a child, 'Get a good education,’ “ he said. “It is foolish toassume that the education the school system provides will prepare your children for the world theywill face upon graduation. Each child needs more education. Different education. And they need toknow the rules. The different sets of rules.”

    “There are rules of money that the rich play by, and there are the rules that the other 95 percentof the population plays by,” he said. “And the 95 percent learns those rules at home and in school.That is why it’s risky today to simply say to a child, ‘Study hard and look for a job.’ A child todayneeds a more sophisticated education, and the current system is not delivering the goods. I don’tcare how many computers they put in the classroom or how much money schools spend. How canthe education system teach a subject that it does not know?”

    So how does a parent teach their children, what the school does not? How do you teachaccounting to a child? Won’t they get bored? And how do you teach investing when as a parent youyourself are risk averse? Instead of teaching my children to simply play it safe, I decided it was bestto teach them to play it smart.

    “So how would you teach a child about money and all the things we’ve talked about?” I askedRobert. “How can we make it easy for parents especially when they don’t understand it themselves?”

    “I wrote a book on the subject, “ he said.

    “Where is it?”

    “In my computer. It’s been there for years in random pieces. I add to it occasionally but I’ve nevergotten around to put it all together. I began writing it after my other book became a best seller, but Inever finished the new one. It’s in pieces.”

    And in pieces it was. After reading the scattered sections, I decided the book had merit andneeded to be shared, especially in these changing times. We agreed to co-author Robert’s book.

    I asked him how much financial information he thought a child needed. He said it would dependon the child. He knew at a young age that he wanted to be rich and was fortunate enough to have a

    father figure who was rich and willing to guide him. Education is the foundation of success, Robertsaid. Just as scholastic skills are vitally important, so are financial skills and communication skills.

    What follows is the story of Robert’s two dads, a rich one and a poor one, that expounds on theskills he’s developed over a lifetime. The contrast between two dads provides an importantperspective. The book is supported, edited and assembled by me. For any accountants who readthis book, suspend your academic book knowledge and open your mind to the theories Robertpresents. Although many of them challenge the very fundamentals of generally accepted accountingprinciples, they provide a valuable insight into the way true investors analyze their investmentdecisions.

    When we as parents advise our children to “go to school, study hard and get a good job,” weoften do that out of cultural habit. It has always been the right thing to do. When I met Robert, hisideas initially startled me. Having been raised by two fathers, he had been taught to strive for twodifferent goals. His educated dad advised him to work for a corporation. His rich dad advised him toown the corporation. Both life paths required education, but the subjects of study were completelydifferent. His educated dad encouraged Robert to be a smart person. His rich dad encouragedRobert to know how to hire smart people.

    Having two dads caused many problems. Robert’s real dad was the superintendent of educationfor the state of Hawaii. By the time Robert was 16, the threat of “If you don’t get good grades, youwon’t get a good job” had little effect. He already knew his career path was to own corporations, notto work for them. In fact, if it had not been for a wise and persistent high school guidance counselor,Robert might not have gone on to college. He admits that. He was eager to start building his assets,but finally agreed that the college education would also be a benefit to him.

    Truthfully, the ideas in this book are probably too far fetched and radical for most parents today.Some parents are having a hard enough time simply keeping their children in school. But in light ofour changing times, as parents we need to be open to new and bold ideas. To encourage children tobe employees is to advise your children to pay more than their fair share of taxes over a lifetime,with little or no promise of a pension. And it is true that taxes are a person’s greatest expense. Infact, most families work from January to mid-May for the government just to cover their taxes. Newideas are needed and this book provides them.

    Robert claims that the rich teach their children differently. They teach their children at home,around the dinner table. These ideas may not be the ideas you choose to discuss with your children,but thank you for looking at them. And I advise you to keep searching. In my opinion, as a mom anda CPA, the concept of simply getting good grades and finding a good job is an old idea. We need toadvise our children with a greater degree of sophistication. We need new ideas and differenteducation. Maybe telling our children to strive to be good employees while also striving to own theirown investment corporation is not such a bad idea.

    It is my hope as a mother that this book helps other parents. It is Robert’s hope to inform peoplethat anyone can achieve prosperity if they so choose. If today you are a gardener or a janitor or evenunemployed, you have the ability to educate yourself and teach those you love to take care ofthemselves financially. Remember that financial intelligence is the mental process via which we solveour financial problems.

    Today we are facing global and technological changes as great or even greater than those everfaced before. No one has a crystal ball, but one thing is for certain: Changes lie ahead that arebeyond our reality. Who knows what the future brings? But whatever happens, we have twofundamental choices: play it safe or play it smart by preparing, getting educated and awakening yourown and your children’s financial genius. - Sharon Lechter

    1. CHAPTER ONE

    Rich Dad, Poor Dad

    As narrated by Robert Kiyosaki

    I had two fathers, a rich one and a poor one. One was highly educated and intelligent; he had aPh.D. and completed four years of undergraduate work in less than two years. He then went on toStanford University, the University of Chicago, and Northwestern University to do his advancedstudies, all on full financial scholarships. The other father never finished the eighth grade.

    Both men were successful in their careers, working hard all their lives. Both earned substantialincomes. Yet one struggled financially all his life. The other would become one of the richest men inHawaii. One died leaving tens of millions of dollars to his family, charities and his church. The otherleft bills to be paid.

    Both men were strong, charismatic and influential. Both men offered me advice, but they did notadvise the same things. Both men believed strongly in education but did not recommend the samecourse of study.

    If I had had only one dad, I would have had to accept or reject his advice. Having two dadsadvising me offered me the choice of contrasting points of view; one of a rich man and one of a poorman.

    Instead of simply accepting or rejecting one or the other, I found myself thinking more, comparingand then choosing for myself.

    The problem was, the rich man was not rich yet and the poor man not yet poor. Both were juststarting out on their careers, and both were struggling with money and families. But they had verydifferent points of view about the subject of money.

    For example, one dad would say, “The love of money is the root of all evil.” The other, “The lackof money is the root of all evil.”

    As a young boy, having two strong fathers both influencing me was difficult. I wanted to be agood son and listen, but the two fathers did not say the same things. The contrast in their points ofview, particularly where money was concerned, was so extreme that I grew curious and intrigued. Ibegan to start thinking for long periods of time about what each was saying.

    Much of my private time was spent reflecting, asking myself questions such as, “Why does hesay that?” and then asking the same question of the other dad’s statement. It would have been mucheasier to simply say, “Yeah, he’s right. I agree with that.” Or to simply reject the point of view bysaying, “The old man doesn’t know what he’s talking about.” Instead, having two dads whom I lovedforced me to think and ultimately choose a way of thinking for myself. As a process, choosing formyself turned out to be much more valuable in the long run, rather than simply accepting or rejectinga single point of view.

    One of the reasons the rich get richer, the poor get poorer, and the middle class struggles in debtis because the subject of money is taught at home, not in school. Most of us learn about money fromour parents. So what can a poor parent tell their child about money? They simply say “Stay in schooland study hard.” The child may graduate with excellent grades but with a poor person’s financialprogramming and mind-set. It was learned while the child was young.

    Money is not taught in schools. Schools focus on scholastic and professional skills, but not onfinancial skills. This explains how smart bankers, doctors and accountants who earned excellent

    grades in school may still struggle financially all of their lives. Our staggering national debt is due inlarge part to highly educated politicians and government officials making financial decisions with littleor no training on the subject of money.

    I often look ahead to the new millennium and wonder what will happen when we have millions ofpeople who will need financial and medical assistance. They will be dependent on their families orthe government for financial support. What will happen when Medicare and Social Security run out ofmoney? How will a nation survive if teaching children about money continues to be left to parents-most of whom will be, or already are, poor?

    Because I had two influential fathers, I learned from both of them. I had to think about each dad’sadvice, and in doing so, I gained valuable insight into the power and effect of one’s thoughts onone’s life. For example, one dad had a habit of saying, “I can’t afford it.” The other dad forbade thosewords to be used. He insisted I say, “How can I afford it?” One is a statement, and the other is aquestion. One lets you off the hook, and the other forces you to think. My soon-to-be-rich dad wouldexplain that by automatically saying the words “I can’t afford it,” your brain stops working. By askingthe question “How can I afford it?” your brain is put to work. He did not mean buy everything youwanted. He was fanatical about exercising your mind, the most powerful computer in the world. “Mybrain gets stronger every day because I exercise it. The stronger it gets, the more money I canmake.” He believed that automatically saying “I can’t afford it” was a sign of mental laziness.

    Although both dads worked hard, I noticed that one dad had a habit of putting his brain to sleepwhen it came to money matters, and the other had a habit of exercising his brain. The long-termresult was that one dad grew stronger financially and the other grew weaker. It is not much differentfrom a person who goes to the gym to exercise on a regular basis versus someone who sits on thecouch watching television. Proper physical exercise increases your chances for health, and propermental exercise increases your chances for wealth. Laziness decreases both health and wealth.

    My two dads had opposing attitudes in thought. One dad thought that the rich should pay more intaxes to take care of those less fortunate. The other said, “Taxes punish those who produce andreward those who don’t produce.”

    One dad recommended, “Study hard so you can find a good company to work for.” The otherrecommended, “Study hard so you can find a good company to buy.”

    One dad said, “The reason I’m not rich is because I have you kids.” The other said, “The reason Imust be rich is because I have you kids.”

    One encouraged talking about money and business at the dinner,table. The other forbade thesubject of money to be discussed over a meal.

    One said, “When it comes to money, play it safe, don’t take risks.” The other said, “Learn tomanage risk.”

    One believed, “Our home is our largest investment and our greatest asset.” The other believed,“My house is a liability, and if your house is your largest investment, you’re in trouble.”

    Both dads paid their bills on time, yet one paid his bills first while the other paid his bills last.

    One dad believed in a company or the government taking care of you and your needs. He wasalways concerned about pay raises, retirement plans, medical benefits, sick leave, vacation daysand other perks. He was impressed with two of his uncles who joined the military and earned aretirement and entitlement package for life after twenty years of active service. He loved the idea ofmedical benefits and PX privileges the military provided its retirees. He also loved the tenure systemavailable through the university. The idea of job protection for life and job benefits seemed moreimportant, at times, than the job. He would often say, “I’ve worked hard for the government, and I’m

    entitled to these benefits.”

    The other believed in total financial self-reliance. He spoke out against the “entitlement” mentalityand how it was creating weak and financially needy people. He was emphatic about being financiallycompetent.

    One dad struggled to save a few dollars. The other simply created investments.

    One dad taught me how to write an impressive resume so I could find a good job. The othertaught me how to write strong business and financial plans so I could create jobs.

    Being a product of two strong dads allowed me the luxury of observing the effects differentthoughts have on one’s life. I noticed that people really do shape their life through their thoughts.

    For example, my poor dad always said, “I’ll never be rich.” And that prophesy became reality. Myrich dad, on the other hand, always referred to himself as rich. He would say things like, “I’m a richman, and rich people don’t do this.” Even when he was flat broke after a major financial setback, hecontinued to refer to himself as a rich man. He would cover himself by saying, “There is a differencebetween being poor and being broke. - Broke is temporary, and poor is eternal.”

    My poor dad would also say, “I’m not interested in money,” or “Money doesn’t matter.” My richdad always said, “Money is power.”

    The power of our thoughts may never be measured or appreciated, but it became obvious to meas a young boy to be aware of my thoughts and how I expressed myself. I noticed that my poor dadwas poor not because of the amount of money he earned, which was significant, but because of histhoughts and actions. As a young boy, having two fathers, I became acutely aware of being carefulwhich thoughts I chose to adopt as my own. Whom should I listen to - my rich dad or my poor dad?

    Although both men had tremendous respect for education and learning, they disagreed in whatthey thought was important to learn. One wanted me to study hard, earn a degree and get a goodjob to work for money. He wanted me to study to become a professional, an attorney or anaccountant or to go to business school for my MBA. The other encouraged me to study to be rich, tounderstand how money works and to learn how to have it work for me. “I don’t work for money!”were words he would repeat over and over, “Money works for me!”

    At the age of 9, I decided to listen to and learn from my rich dad about money. In doing so, Ichose not to listen to my poor dad, even though he was the one with all the college degrees.

    A Lesson From Robert Frost

    Robert Frost is my favorite poet. Although I love many of his poems, my favorite is The Road NotTaken. I use its lesson almost daily:

    The Road Not Taken

    Two roads diverged in a yellow wood, And sorry I could not travel both And be one traveler, long Istood And looked down one as far as I could To where it bent in the undergrowth;

    Then took the other, as just as fair, And having perhaps the better claim, Because it was grassyand wanted wear Though as for that the passing there Had worn them really about the same.

    And both that morning equally lay In leaves no step had trodden black. Oh, I kept the first foranother day! Yet knowing how way leads onto way, I doubted if I should ever come back.

    I shall be telling this with a sigh Somewhere ages and ages hence; Two roads diverged in awood, and I took the one less traveled by, And that has made all the difference.

    Robert Frost (1916)

    And that made all the difference.

    Over the years, I have often reflected upon Robert Frost’s poem. Choosing not to listen to myhighly educated dad’s advice and attitude about money was a painful decision, but it was a decisionthat shaped the rest of my life.

    Once I made up my mind whom to listen to, my education about money began. My rich dadtaught me over a period of 30 years, until I was age 39. He stopped once he realized that I knewand fully understood what he had been trying to drum into my often thick skull.

    Money is one form of power. But what is more powerful is financial education. Money comes andgoes, but if you have the education about how money works, you gain power over it and can beginbuilding wealth. The reason positive thinking alone does not work is because most people went toschool and never learned how money works, so they spend their lives working for money.

    Because I was only 9 years old when I started, the lessons my rich dad taught me were simple.And when it was all said and done, there were only six main lessons, repeated over 30 years. Thisbook is about those six lessons, put as simply as possible as my rich dad put forth those lessons tome. The lessons are not meant to be answers but guideposts. Guideposts that will assist you andyour children to grow wealthier no matter what happens in a world of increasing change anduncertainty.

    Lesson #1 The Rich Don’t Work for Money

    Lesson #2 Why Teach Financial Literacy?

    Lesson #3 Mind Your own Business

    Lesson #4 The History of Taxes and the Power of Corporations

    Lesson #5 The Rich Invent Money

    Lesson #6 Work to Learn, Don’t Work for Money

    2. CHAPTER TWO

    Lesson One: The Rich Don’t Work For Money

    “Dad, Can You Tell Me How to Get Rich?”

    My dad put down the evening paper. “Why do you want to get rich, son?”

    “Because today Jimmy’s mom drove up in their new Cadillac, and they were going to their beachhouse for the weekend. He took three of his friends, but Mike and I weren’t invited. They told us weweren’t invited because we were 'poor kids’.”

    “They did?” my dad asked incredulously.

    “Yeah, they did.” I replied in a hurt tone.

    My dad silently shook his head, pushed his glasses up the bridge of his nose and went back toreading the paper. I stood waiting for an answer.

    The year was 1956. I was 9 years old. By some twist of fate, I attended the same public schoolwhere the rich people sent their kids. We were primarily a sugar plantation town. The managers ofthe plantation and the other affluent people of the town, such as doctors, business owners, andbankers, sent their children to this school, grades 1 to 6. After grade 6, their children were generallysent off to private schools. Because my family lived on one side of the street, I went to this school.Had I lived on the other side of the street, I would have gone to a different school, with kids fromfamilies more like mine. After grade 6,these kids and I would go on to the public intermediate andhigh school. There was no private school for them or for me.

    My dad finally put down the paper. I could tell he was thinking.

    “Well, son,” he began slowly. “If you want to be rich, you have to learn to make money.”

    “How do I make money?” I asked.

    “Well, use your head, son,” he said, smiling. Which really meant, “That’s all I’m going to tell you,”or “I don’t know the answer, so don’t embarrass me.”

    A Partnership Is Formed

    The next morning, I told my best friend, Mike, what my dad had said. As best I could tell, Mikeand I were the only poor kids in this school. Mike was like me in that he was in this school by a twistof fate. Someone had drawn a jog in the line for the school district, and we wound up in school withthe rich kids. We weren’t really poor, but we felt as if we were because all the other boys had newbaseball gloves, new bicycles, new everything.

    Mom and dad provided us with the basics, like food, shelter, clothes. But that was about it. Mydad used to say, “If you want something, work for it.” We wanted things, but there was not muchwork available for 9-year-old boys.

    “So what do we do to make money?” Mike asked.

    “I don’t know,” I said. “But do you want to be my partner?”

    He agreed and so on that Saturday morning, Mike became my first business partner. We spentall morning coming up with ideas on how to make money. Occasionally we talked about all the “coolguys” at Jimmy’s beach house having fun. It hurt a little, but that hurt was good, for it inspired us tokeep thinking of a way to make money. Finally, that afternoon, a bolt of lightning came through our

    heads. It was an idea Mike had gotten from a science book he had read. Excitedly, we shook hands,and the partnership now had a business.

    For the next several weeks, Mike and I ran around our neighborhood, knocking on doors andasking our neighbors if they would save their toothpaste tubes for us. With puzzled looks, mostadults consented with a smile. Some asked us what we were doing. To which we replied, “We can’ttell you. It’s a business secret.”

    My mom grew distressed as the weeks wore on. We had selected a site next to her washingmachine as the place we would stockpile our raw materials. In a brown cardboard box that one timeheld catsup bottles, our little pile of used toothpaste tubes began to grow.

    Finally my mom put her foot down. The sight of her neighbors’, messy, crumpled used toothpastetubes had gotten to her. “What are you boys doing?” she asked. “And I don’t want to hear again thatit’s a business secret. Do something with this mess or I’m going to throw it out.”

    Mike and I pleaded and begged, explaining that we would soon have enough and then we wouldbegin production. We informed her that we were waiting on a couple of neighbors to finish using uptheir toothpaste so we could have their tubes. Mom granted us a one-week extension.

    The date to begin production was moved up. The pressure was on. My first partnership wasalready being threatened with an eviction notice from our warehouse space by my own mom. Itbecame Mike’s job to tell the neighbors to quickly use up their toothpaste, saying their dentist wantedthem to brush more often anyway. I began to put together the production line.

    One day my dad drove up with a friend to see two 9-year-old boys in the driveway with aproduction line operating at full speed. There was fine white powder everywhere. On a long tablewere small milk cartons from school, and our family’s hibachi grill was glowing with red hot coals atmaximum heat.

    Dad walked up cautiously, having to park the car at the base of the driveway, since theproduction line blocked the carport. As he and his friend got closer, they saw a steel pot sitting ontop of the coals, with the toothpaste tubes being melted down. In those days, toothpaste did notcome in plastic tubes. The tubes were made of lead. So once the paint was burned off, the tubeswere dropped in the small steel pot, melted until they became liquid, and with my mom’s pot holderswe were pouring the lead through a small hole in the top of the milk cartons.

    The milk cartons were filled with plaster-of-Paris. The white powder everywhere was the plasterbefore we mixed it with water. In my haste, I had knocked the bag over, and the entire area look likeit had been hit by a snowstorm. The milk cartons were the outer containers for plaster-of-Parismolds.

    My dad and his friend watched as we carefully poured the molten lead through a small hole in thetop of the plaster-of-Paris cube.

    “Careful,” my dad said.

    I nodded without looking up.

    Finally, once the pouring was through, I put the steel pot down and smiled at my dad.

    “What are you boys doing?” he asked with a cautious smile.

    “We’re doing what you told me to do. We’re going to be rich,” I said.

    “Yup,” said Mike, grinning and nodding his head. “We’re partners.”

    “And what is in those plaster molds?” dad asked.

    “Watch,” I said. “This should be a good batch.”

    With a small hammer, I tapped at the seal that divided the cube in

    half. Cautiously, I pulled up the top half of the plaster mold and a lead nickel fell out.”

    “Oh, my God!” my dad said. “You’re casting nickels out of lead.”

    “That’s right,” Mike said. “We doing as you told us to do. We’re making money.”

    My dad’s friend turned and burst into laughter. My dad smiled and shook his head. Along with afire and a box of spent toothpaste tubes, in front of him were two little boys covered with white dustand smiling from ear to ear.

    He asked us to put everything down and sit with him on the front step of our house. With a smile,he gently explained what the word “counterfeiting” meant.

    Our dreams were dashed. “You mean this is illegal?” asked Mike in a quivering voice.

    “Let them go,” my dad’s friend said. “They might be developing a natural talent.”

    My dad glared at him.

    “Yes, it is illegal,” my dad said gently. “But you boys have shown great creativity and originalthought. Keep going. I’m really proud of you!”

    Disappointed, Mike and I sat in silence for about twenty minutes before we began cleaning upour mess. The business was over on opening day. Sweeping the powder up, I looked at Mike andsaid, “I guess Jimmy and his friends are right. We are poor.”

    My father was just leaving as I said that. “Boys,” he said. “You’re only poor if you give up. Themost important thing is that you did something. Most people only talk and dream of getting rich.You’ve done something. I’m very proud of the two of you. I will say it again.

    Keep going. Don’t quit.”

    Mike and I stood there in silence. They were nice words, but we still did not know what to do.

    “So how come you’re not rich, dad?” I asked.

    “Because I chose to be a schoolteacher. Schoolteachers really don’t think about being rich. Wejust like to teach. I wish I could help you, but I really don’t know how to make money.”

    Mike and I turned and continued our clean up.

    “I know,” said my dad. “If you boys want to learn how to be rich, don’t ask me. Talk to your dad,Mike.”

    “My dad?” asked Mike with a scrunched up face.

    “Yeah, your dad,” repeated my dad with a smile. “Your dad and I have the same banker, and heraves about your father. He’s told me several times that your father is brilliant when it comes tomaking money.”

    “My dad?” Mike asked again in disbelief. “Then how come we don’t have a nice car and a nicehouse like the rich kids at school?”

    “A nice car and a nice house does not necessarily mean you’re rich or you know how to makemoney,” my dad replied. “Jimmy’s dad works for the sugar plantation. He’s not much different fromme. He works for a company, and I work for the government. The company buys the car for him. Thesugar company is in financial trouble, and Jimmy’s dad may soon have nothing. Your dad is differentMike. He seems to be building an empire, and I suspect in a few years he will be a very rich man.”

    With that, Mike and I got excited again. With new vigor, we began cleaning up the mess causedby our now defunct first business. As we were cleaning, we made plans on how and when to talk to

    Mike’s dad. The problem was that Mike’s dad worked long hours and often did not come home untillate. His father owned warehouses, a construction company, a chain of stores, and three restaurants.It was the restaurants that kept him out late.

    Mike caught the bus home after we had finished cleaning up. He was going to talk to his dadwhen he got home that night and ask him if he would teach us how to become rich. Mike promisedto call as soon as he had talked to his dad, even if it was late.

    The phone rang at 8:30 p.m.

    “OK,” I said. “Next Saturday.” And put the phone down. Mike’s dad had agreed to meet with Mikeand me.

    At 7:30 Saturday morning, I caught the bus to the poor side of town.

    The Lessons Begin:

    “I’ll pay you 10 cents an hour. “

    Even by 1956 pay standards, 10 cents an hour was low.

    Michael and I met with his dad that morning at 8 o’clock. He was already busy and had been atwork for more than an hour. His construction supervisor was just leaving in his pickup truck as Iwalked up to his simple, small and tidy home. Mike met me at the door.

    “Dad’s on the phone, and he said to wait on the back porch,” Mike said as he opened the door.

    The old wooden floor creaked as I stepped across the threshold of this aging house. There was acheap mat just inside the door. The mat was there to hide the years of wear from countless footstepsthat the floor had supported. Although clean, it needed to be replaced.

    I felt claustrophobic as I entered the narrow living room, which was filled with old mustyoverstuffed furniture that today would be collector’s items. Sitting on the couch were two women, alittle older than my mom. Across from the women sat a man in workman’s clothes. He wore khakislacks and a khaki shirt, neatly pressed but without starch, and polished work books. He was about10 years older than my dad; I’d say about 45 years old. They smiled as Mike and I walked pastthem, heading for the kitchen, which lead to the porch that overlooked the back yard. I smiled backshyly.

    “Who are those people?” I asked.

    “Oh, they work for my dad. The older man runs his warehouses, and the women are themanagers of the restaurants. And you saw the construction supervisor, who is working on a roadproject about 50 miles from here. His other supervisor, who is building a track of houses, had alreadyleft before you got here.”

    “Does this go on all the time?” I asked.

    “Not always, but quite often,” said Mike, smiling as he pulled up a chair to sit down next to me.

    “I asked him if he would teach us to make money,” Mike said.

    “Oh, and what did he say to that?” I asked with cautious curiosity.

    “Well, he had a funny look on his face at first, and then he said he would make us an offer.”

    “Oh,” I said, rocking my chair back against the wall; I sat there perched on two rear legs of thechair. Mike did the same thing.

    “Do you know what the offer is?” I asked.

    “No, but we’ll soon find out.”

    Suddenly, Mike’s dad burst through the rickety screen door and onto the porch. Mike and Ijumped to our feet, not out of respect but because we were startled.

    “Ready boys?” Mike’s dad asked as he pulled up a chair to sit down with us.

    We nodded our heads as we pulled our chairs away from the wall to sit in front of him.

    He was a big man, about 6 feet tall and 200 pounds. My dad was taller, about the same weight,and five years older than Mike’s dad. They sort of looked alike, though not of the same ethnicmakeup. Maybe their energy was similar.

    “Mike says you want to learn to make money? Is that correct, Robert?”

    I nodded my head quickly, but with a little intimidation. He had a lot of power behind his wordsand smile.

    “OK, here’s my offer. I’ll teach you, but I won’t do it classroom-style. You work for me, I’ll teachyou. You don’t work for me, I won’t teach you. I can teach you faster if you work, and I’m wasting mytime if you just want to sit and listen, like you do in school. That’s my offer. Take it or leave it.”

    “Ah... may I ask a question first?” I asked.

    “No. Take it or leave it. I’ve got too much work to do to waste my time. If you can’t make up youmind decisively, then you’ll never learn to make money anyway. Opportunities come and go. Beingable to know when to make quick decisions is an important skill. You have an opportunity that youasked for. School is beginning or it’s over in ten seconds,” Mike’s dad said with a teasing smile.

    “Take it,” I said. ‘

    “Take it,” said Mike.

    “Good,” said Mike’s dad. “Mrs. Martin will be by in ten minutes. After I’m through with her, youride with her to my superette and you can begin working. I’ll pay you 10 cents an hour and you willwork for three hours every Saturday.”

    “But I have a softball game today,” I said.

    Mike’s dad lowered his voice to a stern tone. “Take it or leave it,” he said.

    “I’ll take it,” I replied, choosing to work and learn instead of playing softball.

    30 Cents Later

    By 9 a.m. on a beautiful Saturday morning, Mike and I were working for Mrs. Martin. She was akind and patient woman. She always said that Mike and I reminded her of her two sons who weregrown and gone. Although kind, she believed in hard work and she kept us working. She was a taskmaster. We spent three hours taking canned goods off the shelves and, with a feather duster,brushing each can to get the dust off, and then re-stacking them neatly. It was excruciatingly boringwork.

    Mike’s dad, whom I call my rich dad, owned nine of these little superettes with large parking lots.They were the early version of the 7-11 convenience stores. Little neighborhood grocery storeswhere people bought items such as milk, bread, butter and cigarettes. The problem was, this wasHawaii before air conditioning, and the stores could not close its doors because of the heat. On twosides of the store, the doors had to be wide open to the road and parking lot. Every time a car droveby or pulled into the parking lot, dust would swirl and settle in the store.

    Hence, we had a job for as long as there was no air conditioning.

    For three weeks, Mike and I reported to Mrs. Martin and worked our three hours. By noon, ourwork was over, and she dropped three little dimes in each of our hands. Now, even at the age of 9 inthe mid-1950s, 30 cents was not too exciting. Comic books cost 10 cents back then, so I usuallyspent my money on comic books and went home.

    By Wednesday of the fourth week, I was ready to quit. I had agreed to work only because Iwanted to learn to make money from Mike’s dad, and now I was a slave for 10 cents an hour. On topof that, I had not seen Mike’s dad since that first Saturday.

    “I’m quitting,” I told Mike at lunchtime. The school lunch was miserable. School was boring, andnow I did not even have my Saturdays to look forward to. But it was the 30 cents that really got tome.

    This time Mike smiled.

    “What are you laughing at?” I asked with anger and frustration.

    “Dad said this would happen. He said to meet with him when you were ready to quit.”

    “What?” I said indignantly. “He’s been waiting for me to get fed up?”

    “Sort of,” Mike said. “Dad’s kind of different. He teaches differently from your dad. Your mom anddad lecture a lot. My dad is quiet and a man of few words. You just wait till this Saturday. I’ll tell him.you’re ready.”

    “You mean I’ve been set up?”

    “No, not really, but maybe. Dad will explain on Saturday.”

    Waiting in Line on Saturday

    I was ready to face him and I was prepared. Even my real dad was angry with him. My real dad,the one I call the poor one, thought that my rich dad was violating child labor laws and should beinvestigated.

    My educated poor dad told me to demand what I deserve. At least 25 cents an hour. My poor dadtold me that if I did not get a raise, I was to quit immediately.

    “You don’t need that damned job anyway,” said my poor dad with indignity.

    At 8 o’clock Saturday morning, I was going through the same rickety door of Mike’s house.

    “Take a seat and wait in line,” Mike’s dad said as I entered. He turned and disappeared into hislittle office next to a bedroom.

    I looked around the room and did not see Mike anywhere. Feeling awkward, I cautiously satdown next to the same two women who where there four weeks earlier. They smiled and slid acrossthe couch to make room for me.

    Forty-five minutes went by, and I was steaming. The two women had met with him and left thirtyminutes earlier. An older gentleman was in there for twenty minutes and was also gone.

    The house was empty, and I sat out in his musty dark living room on a beautiful sunny Hawaiianday, waiting to talk to a cheapskate who exploited children. I could hear him rustling around theoffice, talking on the phone, and ignoring me. I was now ready to walk out, but for some reason Istayed.

    Finally, fifteen minutes later, at exactly 9 o’clock, rich dad walked out of his office, said nothing,and signaled with his hand for me to enter his dingy office.

    “I understand you want a raise or you’re going to quit,” rich dad said as he swiveled in his officechair.

    “Well, you’re not keeping your end of the bargain,” I blurted out nearly in tears. It was reallyfrightening for a 9-year-old boy to confront a grownup.

    “You said that you would teach me if I worked for you. Well, I’ve worked for you. I’ve workedhard. I’ve given up my baseball games to work for you. And you don’t keep your word. You haven’ttaught me anything. You are a crook like everyone in town thinks you are. You’re greedy. You wantall the money and don’t take care of your employees. You make me wait and don’t show me anyrespect. I’m only a little boy, and I deserve to be treated better.”

    Rich dad rocked back in his swivel chair, hands up to his chin, somewhat staring at me. It waslike he was studying me.

    “Not bad,” he said. “In less than a month, you sound like most of my employees.”

    “What?” I asked. Not understanding what he was saying, I continued with my grievance. “Ithought you were going to keep your end of the bargain and teach me. Instead you want to tortureme? That’s cruel. That’s really cruel.”

    “I am teaching you,” rich dad said quietly.

    “What have you taught me? Nothing!” I said angrily. “You haven’t even talked to me once since Iagreed to work for peanuts. Ten cents an hour. Hah! I should notify the government about you.

    We have child labor laws, you know. My dad works for the government, you know.”

    “Wow!” said rich dad. “Now you sound just like most of the people who used to work for me.People I’ve either fired or they’ve quit.”

    “So what do you have to say?” I demanded, feeling pretty brave for a little kid. “You lied to me.I’ve worked for you, and you have not kept your word. You haven’t taught me anything.”

    “How do you know that I’ve not taught you anything?” asked rich dad calmly.

    “Well, you’ve never talked to me. I’ve worked for three weeks, and you have not taught meanything,” I said with a pout.

    “Does teaching mean talking or a lecture?” rich dad asked.

    “Well, yes,” I replied.

    “That’s how they teach you in school,” he said smiling. “But that is not how life teaches you, and Iwould say that life is the best teacher of all. Most of the time, life does not talk to you. It just sort ofpushes you around. Each push is life saying, ‘Wake up. There’s something I want you to learn.’”

    “What is this man talking about?” I asked myself silently. “Life pushing me around was life talkingto me?” Now I knew I had to quit my job. I was talking to someone who needed to be locked up.

    “If you learn life’s lessons, you will do well. If not, life will just continue to push you around.

    People do two things. Some just let life push them around. Others get angry and push back. Butthey push back against their boss, or their job, or their husband or wife. They do not know it’s lifethat’s pushing.”

    I had no idea what he was talking about.

    “Life pushes all of us around. Some give up. Others fight. A few learn the lesson and move on.They welcome life pushing them around. To these few people, it means they need and want to learnsomething. They learn and move on. Most quit, and a few like you fight.”

    Rich dad stood and shut the creaky old wooden window that needed repair. “If you learn thislesson, you will grow into a wise, wealthy and happy young man. If you don’t, you will spend your lifeblaming a job, low pay or your boss for your problems. You’ll live life hoping for that big break thatwill solve all your money problems.”

    Rich dad looked over at me to see if I was still listening. His eyes met mine. We stared at eachother, streams of communication going between us through our eyes. Finally, I pulled away once Ihad absorbed his last message. I knew he was right. I was blaming him, and I did ask to learn. I wasfighting.

    Rich dad continued. “Or if you’re the kind of person who has no guts, you just give up every timelife pushes you. If you’re that kind of person, you’ll live all your life playing it safe, doing the rightthings, saving yourself for some event that never happens. Then, you die a boring old man. You’llhave lots of friends who really like you because you were such a nice hard-working guy. You spent alife playing it safe, doing the right things. But the truth is, you let life push you into submission. Deepdown you were terrified of taking risks. You really wanted to win, but the fear of losing was greaterthan the excitement of winning. Deep inside, you and only you will know you didn’t go for it. Youchose to play it safe.”

    Our eyes met again. For ten seconds, we looked at each other, only pulling away once themessage was received.

    “You’ve been pushing me around” I asked.

    “Some people might say that,” smiled rich dad. “I would say that I just gave you a taste of life.”

    “What taste of life?” I asked, still angry, but now curious. Even ready to learn.

    “You boys are the first people that have ever asked me to teach them how to make money. I havemore than 150 employees, and not one of them has asked me what I know about money. They askme for a job and a paycheck, but never to teach them about money. So most will spend the bestyears of their lives working for money, not really understanding what it is they are working for.”

    I sat there listening intently.

    “So when Mike told me about you wanting to learn how to make money, I decided to design acourse that was close to real life. I could talk until I was blue in the face, but you wouldn’t hear athing. So I decided to let life push you around a bit so you could hear me. That’s why I only paid you10 cents.”

    “So what is the lesson I learned from working for only 10 cents an hour?” I asked. “That you’recheap and exploit your workers?”

    Rich dad rocked back and laughed heartily. Finally, after his laughing stopped, he said, “You’dbest change your point of view. Stop blaming me, thinking I’m the problem. If you think I’m theproblem, then you have to change me. If you realize that you’re the problem, then you can changeyourself, learn something and grow wiser. Most people want everyone else in the world to changebut themselves. Let me tell you, it’s easier to change yourself than everyone else.”

    “I don’t understand,” I said.

    “Don’t blame me for your problems,” rich dad said, growing impatient.

    “But you only pay me 10 cents.”

    “So what are you learning?” rich dad asked, smiling.

    “That you’re cheap,” I said with a sly grin.

    “See, you think I’m the problem,” said rich dad.

    “But you are.”

    “Well, keep that attitude and you learn nothing. Keep the attitude that I’m the problem and whatchoices do you have?”

    “Well, if you don’t pay me more or show me more respect and teach me, I’ll quit.”

    “Well put,” rich dad said. “And that’s exactly what most people do. They quit and go looking foranother job, better opportunity, and higher pay, actually thinking that a new job or more pay will solvethe problem. In most cases, it won’t.”

    “So what will solve the problem?” I asked. “Just take this measly 10 cents an hour and smile?”

    Rich dad smiled. “That’s what the other people do. Just accept a paycheck knowing that they andtheir family will struggle financially. But that’s all they do, waiting for a raise thinking that more moneywill solve the problem. Most just accept it, and some take a second job working harder, but againaccepting a small paycheck.”

    I sat staring at the floor, beginning to understand the lesson rich dad was presenting. I couldsense it was a taste of life. Finally, I looked up and repeated the question. “So what will solve theproblem?”

    “This,” he said tapping me gently on the head. “This stuff between your ears.”

    It was at that moment that rich dad shared the pivotal point of view that separated him from hisemployees and my poor dad-and led him to eventually become one of the richest men in Hawaiiwhile my highly educated, but poor, dad struggled financially all his life. It was a singular point ofview that made all the difference over a lifetime.

    Rich dad said over and over, this point of view, which I call Lesson No. 1.

    “The poor and the middle class work for money.” “The rich have money work for them.”

    On that bright Saturday morning, I was learning a completely different point of view from what Ihad been taught by my poor dad. At the age of 9, I grew aware that both dads wanted me to learn.Both dads encouraged me to study... but not the same things.

    My highly educated dad recommended that I do what he did. “Son, I want you to study hard, getgood grades, so you can find a safe, secure job with a big company. And make sure it has excellentbenefits.” My rich dad wanted me to learn how money works so I could make it work for me. Theselessons I would learn through life with his guidance, not because of a classroom.

    My rich dad continued my first lesson, “I’m glad you got angry about working for 10 cents anhour. If you had not gotten angry and had gladly accepted it, I would have to tell you that I could notteach you. You see, true learning takes energy, passion, a burning desire. Anger is a big part of thatformula, for passion is anger and love combined. When it comes to money, most people want to playit safe and feel secure. So passion does not direct them: Fear does.”

    “So is that why they’ll take a job with low par?” I asked.

    “Yes,” said rich dad. “Some people say I exploit people because I don’t pay as much as the sugarplantation or the government. I say the people exploit themselves. It’s their fear, not mine.”

    “But don’t you feel you should pay them more?” I asked.

    “I don’t have to. And besides, more money will not solve the problem. Just look at your dad. Hemakes a lot of money, and he still can’t pay his bills. Most people, given more money, only get intomore debt.”

    “So that’s why the 10 cents an hour,” I said, smiling. “It’s a part of the lesson.”

    “That’s right,” smiled rich dad. “You see, your dad went to school and got an excellent education,so he could get a high-paying job. Which he did. But he still has money problems because he neverlearned anything about money at school. On top of that, he believes in working for money.”

    “And you don’t?” I asked.

    “No, not really,” said rich dad. “If you want to learn to work for money, then stay in school. That isa great place to learn to do that. But if you want to learn how to have money work for you, then I willteach you that. But only if you want to learn.”

    “Wouldn’t everyone want to learn that” I asked.

    “No,” said rich dad. “Simply because it’s easier to learn to work for money, especially if fear isyour primary emotion when the subject of money is discussed.”

    “I don’t understand,” I said with a frown.

    “Don’t worry about that for now. Just know that it’s fear that keeps most people working at a job.The fear of not paying their bills. The fear of being fired. The fear of not having enough money. Thefear of starting over. That’s the price of studying to learn a profession or trade, and then working formoney. Most people become a slave to money... and then get angry at their boss.”

    “Learning to have money work for you is a completely different course of study?” I asked.

    “Absolutely,” rich dad answered, “absolutely.”

    We sat in silence on that beautiful Hawaiian Saturday morning. My friends would have just beenstarting their Little League baseball game. But for some reason, I was now thankful I had decided towork for 10 cents an hour. I sensed that I was about to learn something my friends would not learn inschool.

    “Ready to learn?” asked rich dad.

    “Absolutely,” I said with a grin.

    “I have kept my promise. I’ve been teaching you from afar,” my rich dad said. “At 9 years old,you’ve gotten a taste of what it feels like to work for money. Just multiply your last month by fiftyyears and you will have an idea of what most people spend their life doing.”

    “I don’t understand,” I said.

    “How did you feel waiting in line to see me? Once to get hired and once to ask for more money?”

    “Terrible,” I said.

    “If you choose to work for money, that is what life is like for many people,” said rich dad.

    “And how did you feel when Mrs. Martin dropped three dimes in your hand for three hours’ work?”

    “I felt like it wasn’t enough. It seemed like nothing. I was disappointed,” I said.

    “And that is how most employees feel when they look at their paychecks. Especially after all thetax and other deductions are taken out. At least you got 100 percent.”

    “You mean most workers don’t get paid everything?” I asked with amazement.

    “Heavens no!” said rich dad. “The government always takes its share first.”

    “How do they do that.” I asked.

    “Taxes,” said rich dad. “You’re taxed when you earn. You’re taxed when you spend. You’re taxedwhen you save. You’re taxed when you die.”

    “Why do people let the government do that to them?”

    “The rich don’t,” said rich dad with a smile. “The poor and the middle class do. I’ll bet you that Iearn more than your dad, yet he pays more in taxes.”

    “How can that be?” I asked. As a 9-year-old boy, that made no sense to me. “Why wouldsomeone let the government do that to them?”

    Rich dad sat there in silence. I guess he wanted me to listen instead of jabber away at themouth.

    Finally, I calmed down. I did not like what I had heard. I knew my dad complained constantlyabout paying so much in taxes, but really did nothing about it. Was that life pushing him around?

    Rich dad rocked slowly and silently in his chair, just looking at me.

    “Ready to learn?” he asked.

    I nodded my head slowly.

    “As I said, there is a lot to learn. Learning how to have money work for you is a lifetime study.Most people go to college for four years, and their education ends. I already know that my study ofmoney will continue over my lifetime, simply because the more I find out, the more I find out I needto know. Most people never study the subject. They go to work, get their paycheck, balance theircheckbooks, and that’s it. On top of that, they wonder why they have money problems. Then, theythink that more money will solve the problem. Few realize that it’s their lack of financial educationthat is the problem.”

    “So my dad has tax problems because he doesn’t understand money?” I asked, confused.

    “Look,” said rich dad. “Taxes are just one small section on learning how to have money work foryou. Today, I just wanted to find out if you still have the passion to learn about money. Most peopledon’t. They want to go to school, learn a profession, have fun at their work, and earn lots of money.One day they wake up with big money problems, and then they can’t stop working. That’s the priceof only knowing how to work for money instead of studying how to have money work for you. So doyou still have the passion to learn?” asked rich dad.

    I nodded my head.

    “Good,” said rich dad. “Now get back to work. This time, I will pay you nothing.”

    “What?” I asked in amazement.

    “You heard me. Nothing. You will work the same three hours every Saturday, but this time you willnot be paid 10 cents per hour. You said you wanted to learn to not work for money, so I’m not goingto pay you anything.”

    I couldn’t believe what I was hearing.

    “I’ve already had this conversation with Mike. He’s already working, dusting and stacking cannedgoods for free. You’d better hurry and get back there.”

    “That’s not fair,” I shouted. “You’ve got to pay something.”

    “You said you wanted to learn. If you don’t learn this now, you’ll grow up to be like the two womenand the older man sitting in my living room, working for money and hoping I don’t fire them. Or likeyour dad, earning lots of money only to be in debt up to his eyeballs, hoping more money will solvethe problem. If that’s what you want, I’ll go back to our original deal of 10 cents an hour. Or you cando what most people grow up to do. Complain that there is not enough pay, quit and go looking foranother job.”

    “But what do I do?” I asked.

    Rich dad tapped me on the head. “Use this,” he said. “If you use it well, you will soon thank mefor giving you an opportunity, and you will grow into a rich man.”

    I stood there still not believing what a raw deal I had been handed. Here I came to ask for araise, and now I was being told to keep working for nothing.

    Rich dad tapped me on the head again and said, “Use this. Now get out of here and get back towork.”

    LESSON #1: The Rich Don’t Work For Money

    I didn’t tell my poor dad I wasn’t being paid. He would not have understood, and I did not want totry to explain something that I did not yet understand myself.

    For three more weeks, Mike and I worked for three hours, every Saturday, for nothing. The workdidn’t bother me, and the routine got easier. It was the missed baseball games and not being able toafford to buy a few comic books that got to me.

    Rich dad stopped by at noon on the third week. We heard his truck pull up in the parking lot andsputter when the engine was turned off. He entered the store and greeted Mrs. Martin with a hug.After finding out how things were going in the store, he reached into the ice-cream freezer, pulled outtwo bars, paid for them, and signaled to Mike and me.

    “Let’s go for a walk boys.”

    We crossed the street, dodging a few cars, and walked across a large grassy field, where a fewadults were playing softball. Sitting down at a remote picnic table, he handed Mike and me the ice-cream bars.

    “How’s it going boys?”

    “OK,” Mike said.

    I nodded in agreement.

    “Learn anything yet?” rich dad asked.

    Mike and I looked at each other, shrugged our shoulders and shook our heads in unison.

    Avoiding One of Life’s Biggest Traps

    “Well, you boys had better start thinking. You’re staring at one of life’s biggest lessons. If youlearn the lesson, you’ll enjoy a life of great freedom and security. If you don’t learn the lesson, you’llwind up like Mrs. Martin and most of the people playing softball in this park. They work very hard, forlittle money, clinging to the illusion of job security, looking forward to a three-week vacation eachyear and a skimpy pension after forty-five years of work. If that excites you, I’ll give you a raise to 25cents an hour.”

    “But these are good hard-working people. Are you making fun of them?” I demanded.

    A smile came over rich dad’s face.

    “Mrs. Martin is like a mother to me. I would never be that cruel. I may sound cruel because I’mdoing my best to point something out to the two of you. I want to expand your point of view so youcan see something. Something most people never have the benefit of seeing because their vision istoo narrow. Most people never see the trap they are in.”

    Mike and I sat there uncertain of his message. He sounded cruel, yet we could sense he wasdesperately wanting us to know something.

    With a smile, rich dad said, “Doesn’t that 25 cents an hour sound good? Doesn’t it make yourheart beat a little faster.”

    I shook my head “no,” but it really did. Twenty five cents an hour would be big bucks to me.

    “OK, I’ll pay you a dollar an hour,” rich dad said, with a sly grin.

    Now my heart was beginning to race. My brain was screaming, “Take it. Take it.” I could notbelieve what I was hearing. Still, I said nothing.

    “OK, $2 an hour.”

    My little 9-year-old brain and heart nearly exploded. After all, it was 1956 and being paid $2 anhour would have made me the richest kid in the world. I couldn’t imagine earning that kind of money.

    I wanted to say “yes.” I wanted the deal. I could see a new bicycle, new baseball glove, andadoration of my friends when I flashed some cash. On top of that, Jimmy and his rich friends couldnever call me poor again. But somehow my mouth stayed silent.

    Maybe my brain had overheated and blown a fuse. But deep down, I badly wanted that $2 anhour.

    The ice cream had melted and was running down my hand. The ice cream stick was empty, andunder it was a sticky mess of vanilla and chocolate that ants were enjoying. Rich dad was looking attwo boys staring back at him, eyes wide open and brains empty. He knew he was testing us, and heknew there was a part of our emotions that wanted to take the deal. He knew that each human beinghas a weak and needy part of their soul that can be bought. And he knew that each human beingalso had a part of their soul that was strong and filled with a resolve that could never be bought. Itwas only a question of which one was stronger. He had tested thousands of souls in his life. Hetested souls every time he interviewed someone for a job.

    “OK, $5 an hour.”

    Suddenly there was a silence from inside me. Something had changed. The offer was too big andhad gotten ridiculous. Not too many grownups in 1956 made more than $5 an hour. The temptationdisappeared, and a calm set in. Slowly I turned to my left to look at Mike. He looked back at me. Thepart of my soul that was weak and needy was silenced. The part of me that had no price took over.There was a calm and a certainty about money that entered my brain and my soul. I knew Mike hadgotten to that point also.

    “Good,” rich dad said softly. “Most people have a price. And they have a price because of humanemotions named fear and greed. First, the fear of being without money motivates us to work hard,and then once we get that paycheck, greed or desire starts us thinking about all the wonderful thingsmoney can buy. The pattern is then set.”

    “What pattern?” I asked.

    “The pattern of get up, go to work, pay bills, get up, go to work, pay bills... Their lives are thenrun forever by two emotions, fear and greed. Offer them more money, and they continue the cycle byalso increasing their spending. This is what I call the Rat Race.”

    “There is another way?” Mike asked.

    “Yes,” said rich dad slowly. “But only a few people find it.”

    “And what is that way?” Mike asked.

    “That’s what I hope you boys will find out as you work and study with me. That is why I took awayall forms of pay.”

    “Any hints?” Mike asked. “We’re kind of tired of working hard, especially for nothing.”

    “Well, the first step is telling the truth,” said rich dad.

    “We haven’t been lying.” I said.

    “I did not say you were lying. I said to tell the truth,” rich dad came back.

    “The truth about what?” I asked.

    “How you’re feeling,” rich dad said. “You don’t have to say it to anyone else. Just yourself.”

    “You mean the people in this park, the people who work for you, Mrs. Martin, they don’t do that?”I asked.

    “I doubt it,” said rich dad. “Instead, they feel the fear of not having money. Instead of confrontingthe fear, they react instead of think. They react emotionally instead of using their heads,” rich dadsaid, tapping us on our heads. “’Then, they get a few bucks in their hands, and again the emotion ofjoy and desire and greed take over, and again they react, instead of think.”

    “So their emotions do their thinking,” Mike said.

    “That’s correct,” said rich dad. “Instead of telling the truth about how they feel, they react to theirfeeling, fail to think. They feel the fear, they go to work, hoping that money will soothe the fear, but itdoesn’t. That old fear haunts them, and they go back to work, hoping again that money will calmtheir fears, and again it doesn’t. Fear has them in this trap of working, earning money, working,earning money, hoping the fear will go away. But every day they get up, and that old fear wakes upwith them. For millions of people, that old fear keeps them awake all night, causing a night of turmoiland worry. So they get up and go to work, hoping that a paycheck will kill that fear gnawing at theirsoul. Money is running their lives, and they refuse to tell the truth about that. Money is in control oftheir emotions and hence their souls.”

    Rich dad sat quietly, letting his words sink in. Mike and I heard what he said, but really did notunderstand fully what he was talking about. I just knew that I often wondered why grownups hurriedoff to work. It did not seem like much fun, and they never looked that happy, but something keptthem hurrying off to work.

    Realizing we had absorbed as much as possible of what he was talking about, rich dad said, “Iwant you boys to avoid that trap. That is really what I want to teach you. Not just to be rich, becausebeing rich does not solve the problem.”

    “It doesn’t?” I asked, surprised.

    “No, it doesn’t. Let me finish the other emotion, which is desire. Some call it greed, but I preferdesire. It is perfectly normal to desire something better, prettier, more fun or exciting. So people alsowork for money because of desire. They desire money for the joy they think it can buy. But the joythat money brings is often short lived, and they soon need more money for more joy, more pleasure,more comfort, more security. So they keep working, thinking money will soothe their souls that istroubled by fear and desire. But money cannot do that.”

    “Even rich people?” Mike asked.

    “Rich people included,” said rich dad. “In fact, the reason many rich people are rich is notbecause of desire but because of fear. They actually think that money can eliminate that fear of nothaving money, of being poor, so they amass tons of it only to find out the fear gets worse. They nowfear losing it. I have friends who keep working even though they have plenty. I know people whohave millions who are more afraid now than when they were poor. They’re terrified of losing all theirmoney. The fears that drove them to get rich got worse. That weak and needy part of their soul isactually screaming louder. They don’t want to lose the big houses, the cars, the high life that moneyhas bought them. They worry about what their friends would say if they lost all their money. Many

    are emotionally desperate and neurotic, although they look rich and have more money.”

    “So is a poor man happier?” I asked.

    “No, I don’t think so,” replied rich dad. “The avoidance of money is just as psychotic as beingattached to money.”

    As if on cue, the town derelict went past our table, stopping by the large rubbish can andrummaging around in it. The three of us watched him with great interest, when before we probablywould have just ignored him.

    Rich dad pulled a dollar out of his wallet and gestured to the older man. Seeing the money, thederelict came over immediately, took the bill, thanked rich dad profusely and hurried off ecstatic withhis good fortune.

    “He’s not much different from most of my employees,” said rich dad. “I’ve met so many peoplewho say, ‘Oh, I’m not interested in money.’ Yet they’ll work at a job for eight hours a day. That’s adenial of truth. If they weren’t interested in money, then why are they working? That kind of thinkingis probably more psychotic than a person who hoards money.”

    As I sat there listening to my rich dad, my mind was flashing back to the countless times my owndad said, “I’m not interested in money.” He said those words often. He also covered himself byalways saying, “I work because I love my job.”

    “So what do we do?” I asked. “Not work for money until ail traces of fear and greed are gone?”

    “No, that would be a waste of time,” said rich dad. “Emotions are what make us human. Make usreal. The word ‘emotion’ stands for energy in motion. Be truthful about your emotions, and use yourmind and emotions in your favor, not against yourself.”

    “Whoa!” said Mike.

    “Don’t worry about what I just said. It will make more sense in years to come, just be an observer,not a reactor, to your emotions. Most people do not know that it’s their emotions that are doing thethinking. Your emotions are your emotions, but you have got to learn to do your own thinking.”

    “Can you give me an example?” I asked.

    “Sure,” replied rich dad. “When a person says, ‘I need to find a job,’ it’s most likely an emotiondoing the thinking. Fear of not having money generates that thought.”

    “But people do need money if they have bills to pay,” I said.

    “Sure they do,” smiled rich dad. “All I’m saying is that it’s fear that is all too often doing thethinking.”

    “I don’t understand,” said Mike.

    “For example,” said rich dad. “If the fear of not having enough money arises, instead ofimmediately running out to get a job so they can earn a few bucks to kill the fear, they instead mightask themselves this question. ‘Will a job be the best solution to this fear over the long run?’ In myopinion, the answer is ‘no.’ Especially when you look over a person’s lifetime. A job is really a short-term solution to a long-term problem.”

    “But my dad is always saying, ‘Stay in school, get good grades, so you can find a safe, securejob.’ I spoke out, somewhat confused.

    “Yes, I understand he says that,” said rich dad, smiling. “Most people recommend that, and it’s agood idea for most people. But people make that recommendation primarily out of fear.”

    “You mean my dad says that because he’s afraid?”

    “Yes,” said rich dad. “He’s terrified that you won’t be able to earn money and won’t fit into society.Don’t get me wrong. He loves you and wants the best for you. And I think his fear is justified. Aneducation and a job are important. But it won’t handle the fear. You see, that same fear that makeshim get up in the morning to earn a few bucks is the fear that is causing him to be so fanatical aboutyou going to school.”

    “So what do you recommend?” I asked.

    “I want to teach you to master the power of money. Not be afraid of it. And they don’t teach thatin school. If you don’t learn it, you become a slave to money.”

    It was finally making sense. He did want us to widen our views. To see what Mrs. Martin couldnot see, his employees could not see, or my dad for that matter. He used examples that soundedcruel at the time, but I’ve never forgotten them. My vision widened that day, and I could begin to seethe trap that lay ahead for most people.

    “You see, we’re all employees ultimately. We just work at different levels,” said rich dad. “I justwant you boys to have a chance to avoid the trap. The trap caused by those two emotions, fear anddesire. Use them in your favor, not against you. That’s what I want to teach you. I’m not interested injust teaching you to make a pile of money. That won’t handle the fear or desire. If you don’t firsthandle fear and desire, and you get rich, you’ll only be a high-paid slave.”

    “So how do we avoid the trap?” I asked.

    “The main cause of poverty or financial struggle is fear and ignorance, not the economy or thegovernment or the rich. It’s self-inflicted fear and ignorance that keeps people trapped. So you boysgo to school and get your college degrees. I’ll teach you how to stay out of the trap.”

    The pieces of the puzzle were appearing. My highly educated dad had a great education and agreat career. But school never told him how to handle money or his fears. It became clear that Icould learn different and important things from two fathers.

    “So you’ve been talking about the fear of not having money. How does the desire of money affectour thinking?” Mike asked.

    “How did you feel when I tempted you with a pay raise? Did you notice your desires rising?”

    We nodded our heads.

    “By not giving in to your emotions, you were able to delay your reactions and think. That is mostimportant. We will always have emotions of fear and greed. From here on in, it is most important foryou to use those emotions to your advantage and for the long term, and not simply let your emotionsrun you by controlling your thinking. Most people use fear and greed against themselves. That’s thestart of ignorance. Most people live their lives chasing paychecks, pay raises and job securitybecause of the emotions of desire and fear, not really questioning where those emotion-driventhoughts are leading them. It’s just like the picture of a donkey, dragging a cart, with its ownerdangling a carrot just in front of the donkey’s nose. The donkey’s owner may be going where hewants to go, but the donkey is chasing an illusion. Tomorrow there will only be another carrot for thedonkey.”

    “You mean the moment I began to picture a new baseball glove, candy and toys, that’s like acarrot to a donkey?” Mike asked.

    “Yeah. And as you get older, your toys get more expensive. A new car, a boat and a big house toimpress your friends,” said rich dad with a smile. “Fear pushes you out the door, and desire calls toyou. Enticing you toward the rocks. That’s the trap.”

    “So what’s the answer,” Mike asked.

    “What intensifies fear and desire is ignorance. That is why rich people with lots of money oftenhave more fear the richer they get. Money is the carrot, the illusion. If the donkey could see thewhole picture, it might rethink its choice to chase the carrot.”

    Rich dad went on to explain that a human’s life is a struggle between ignorance and illumination.

    He explained that once a person stops searching for information and knowledge of one’s self,ignorance sets in. That struggle is a moment-to-moment decision-to learn to open or close one’smind.

    “Look, school is very, very important. You go to school to learn a skill or profession so as to be acontributing member of society. Every culture needs teachers, doctors, mechanics, artists, cooks,business people, police officers, firefighters, soldiers. Schools train them so our culture can thriveand flourish,” said rich dad. “Unfortunately, for many people, school is the end, not the beginning.”

    There was a long silence. Rich dad was smiling. I did not comprehend everything he said thatday. But as with most great teachers, whose words continue to teach for years, often long afterthey’re gone, his words are still with me today.

    “I’ve been a little cruel today,” said rich dad. “Cruel for a reason. I want you to always rememberthis talk. I want you to always think of Mrs. Martin. I want you always to think of the donkey. Neverforget, because your two emotions, fear and desire, can lead you into life’s biggest trap, if you’re notaware of them controlling your thinking. To spend your life living in fear, never exploring your dreams,is cruel. To work hard for money, thinking that money will buy you things that will make you happy isalso cruel. To wake up in the middle of the night terrified about paying bills is a horrible way to live.

    To live a life dictated by the size of a paycheck is not really a life. Thinking that a job will make youfeel secure is lying to yourself. That’s cruel, and that’s the trap I want you to avoid, if possible. I’veseen how money runs people’s lives. Don’t let that happen to you. Please don’t let money run yourlife.”

    A softball rolled under our table. Rich dad picked it up and threw it back.

    “So what does ignorance have to do with greed and fear?” I asked.

    “Because it is ignorance about money that causes so much greed and so much fear,” said richdad. “Let me give you some examples. A doctor, wanting more money to better provide for his family,raises his fees. By raising his fees, it makes health care more expensive for everyone. Now, it hurtsthe poor people the most, so poor people have worse health than those with money.

    “Because the doctors raise their rates, the attorneys raise their rates. Because the attorneys’rates have gone up, schoolteachers want a raise, which raises our taxes, and on and on and on.Soon, there will be such a horrifying gap between the rich and the poor that chaos will break out andanother great civilization will collapse. Great civilizations collapsed when the gap between the havesand have-nots was too great. America is on the same course, proving once again that historyrepeats itself, because we do not learn from history. We only memorize historical dates and names,not the lesson.

    “Aren’t prices supposed to go up?” I asked.

    “Not in an educated society with a well-run government. Prices should actually come down. Ofcourse, that is often only true in theory. Prices go up because of greed and fear caused byignorance. If schools taught people about money, there would be more money and lower prices, butschools focus only on teaching people to work for money, not how to harness money’s power.”

    “But don’t we have business schools?” Mike asked. “Aren’t you encouraging me to go to businessschool for my master’s degree?”

    “Yes,” said rich dad. “But ail too often, business schools train employees who are sophisticatedbean counters. Heaven forbid a bean counter takes over a business. All they do is look at thenumbers, fire people and kill the business. I know because I hire bean counters. All they think aboutis cutting costs and raising prices, which cause more problems. Bean counting is important. I wishmore people knew it, but it, too, is not the whole picture,” added rich dad angrily.

    “So is there an answer?” asked Mike.

    “Yes,” said rich dad. “Learn to use your emotions to think, not think with your emotions. When youboys mastered your emotions, first by agreeing to work for free, I knew there was hope. When youagain resisted your emotions when I tempted you with more money, you were again learning to thinkin spite of being emotionally charged. That’s the first step.”

    “Why is that step so important” I asked.

    “Well, that’s up to you to find out. If you want to learn, I’ll take you boys into the briar patch. Thatplace where almost everyone else avoids. I’ll take you to that place where most people are afraid togo. If you go with me, you’ll let go of the idea of working for money and instead learn to have moneywork for you.”

    “And what will we get if we go with you. What if we agree to learn from you? What will we get?” Iasked.

    “The same thing Briar Rabbit got,” said rich dad. “Freedom from the Tar Baby.”

    “Is there a briar patch?” I asked.

    “Yes,” said rich dad. “The briar patch is our fear and our greed. Going into our fear andconfronting our greed, our weaknesses, our neediness is the way out. And the way out is through themind, by choosing our thoughts.”

    “Choosing our thoughts?” Mike asked, puzzled.

    “Yes. Choosing what we think rather than reacting to our emotions. Instead of just getting up andgoing to work to solve your problems, just because the fear of not having the money to pay your billsis scaring you. Thinking would be taking the time to ask yourself a question. A question like, ‘Isworking harder at this the best solution to this problem?’ Most people are so terrified at not tellingthemselves the truth-that fear is in control-that they cannot think, and instead run out the door. Tarbaby is in control. That’s what I mean by choosing your thoughts.”

    “And how do we do that?” Mike asked.

    “That’s what I will be teaching you. I’ll be teaching you to have a choice of thoughts to consider,rather than knee-jerk reacting, like gulping down your morning coffee and running out the door.

    “Remember what I said before: A job is only a short-term solution to a long-term problem. Mostpeople have only one problem in mind, and it’s short term. It’s the bills at the end of the month, theTar Baby. Money now runs their lives. Or should I say the fear and ignorance about money. So theydo as their parents did, get up every day and go work for money. Not having the time to say, ‘Is thereanother way?’ Their emotions now control their thinking, not their heads.”

    “Can you tell the difference between emotions thinking and the head thinking?” Mike asked.

    “Oh, yes. I hear it all the time,” said rich dad. “I hear things like, ‘Well, everyone has to work.’ Or‘The rich are crooks.’ Or ‘I’ll get another job. I deserve this raise. You can’t push me around.’ Or ‘Ilike this job because it’s secure.’ Instead of, ‘Is there something I’m missing here?’ which breaks theemotional thought, and gives you time to think clearly.”

    I must admit, it was a great lesson to be getting. To know when someone was speaking out of

    emotions or out of clear thought. It was a lesson that served me well for life. Especially when I wasthe one speaking out of reaction and not from clear thought.

    As we headed back to the store, rich dad explained that the rich really did “make money.” Theydid not work for it. He went on to explain that when Mike and I were casting 5-cent pieces out oflead, thinking we were making money, we were very close to thinking the way the rich think. Theproblem was that it was illegal for us to do it. It was legal for the government and banks to do it, butnot us. He explained that there are legal ways to make money and illegal ways.

    Rich dad went on to explain that the rich know that money is an illusion, truly like the carrot forthe donkey. It’s only out of fear and greed that the illusion of money is held together by billions ofpeople thinking that money is real. Money is really made up. It was only because of the illusion ofconfidence and the ignorance of the masses that the house of cards stood standing. “In fact,” hesaid, “in many ways the donkey’s carrot was more valuable than money.”

    He talked about the gold standard that America was on, and that each dollar bill was actually asilver certificate. What concerned him was the rumor that we would someday go off the goldstandard and our dollars would no longer be silver certificates.

    “When that happens, boys, all hell is going to break loose. The poor, the middle class and theignorant will have their lives ruined simply because they will continue to believe that money is realand that the company they work for, or the government, will look after them.”

    We really did not understand what he was saying that day, but over the years it made more andmore sense.

    Seeing What Others Miss

    As he climbed into his pickup truck, outside of his little convenience store, he said, “Keep workingboys, but the sooner you forget about needing a paycheck, the easier your adult life will be. Keepusing your brain, work for free, and soon your mind will show you ways of making money far beyondwhat I could ever pay you. You will see things that other people never see. Opportunities right infront of their noses. Most people never see these opportunities because they’re looking for moneyand security, so that’s all they get. The moment you see one opportunity, you will see them for therest of your life. The moment you do that, I’ll teach you something else. Learn this, and you’ll avoidone of life’s biggest traps. You’ll never, ever, touch that Tar Baby.”

    Mike and I picked up our things from the store and waved goodbye to Mrs. Martin. We went backto the park, to the same picnic bench, and spent several more hours thinking and talking.

    We spent the next week at school, thinking and talking. For two more weeks, we kept thinking,talking, and working for free.

    At the end of the second Saturday, I was again saying goodbye to Mrs. Martin and looking at thecomic-book stand with a longing gaze. The hard thing about not even getting 30 cents everySaturday was that I didn’t have any money to buy comic books. Suddenly, as Mrs. Martin was sayinggoodbye to Mike and me, I saw something she was doing that I had never seen her do before. Imean, I had seen her do it, but I never took notice of it.

    Mrs. Martin was cutting the front page of the comic book in half. She was keeping the top half ofthe comic book cover and throwing the rest of the comic book into a large brown cardboard box.When I asked her what she did with the comic books, she said, “I throw them away. I give the tophalf of the cover back to the comic-book distributor for credit when he brings in the new comics. He’scoming in an hour.”

    Mike and I waited for an hour. Soon the distributor arrived and I asked him if we could have thecomic books. To which he replied, “You can have them if you work for this store and do not resellthem.”

    Our partnership was revived. Mike’s mom had a spare room in the basement that no one used.We cleaned it out, and began piling hundreds of comic books in that room. Soon our comic-booklibrary was open to the public. We hired Mike’s younger sister, who loved to study, to be headlibrarian. She charged each child 10 cents admission to the library, which was open from 2:30 to4:30 p.m. every day after school. The customers, the children of the neighborhood, could read asmany comics as they could in two hours. It was a bargain for them since a comic costs 10 centseach, and they could read five or six in two hours.

    Mike’s sister would check the kids as they left, to make sure they weren’t borrowing any comicbooks. She also kept the books, logging in how many kids showed up each day, who they were, andany comments they might have. Mike and I averaged $9.50 per week over a three-month period. Wepaid his sister $1 a week and allowed her to read the comics for free, which she rarely did since shewas always studying.

    Mike and I kept our agreement by working in the store every Saturday and collecting all thecomic books from the different stores. We kept our agreement to the distributor by not selling anycomic books. We burned them once they got too tattered. We tried opening a branch office, but wecould never quite find someone as dedicated as Mike’s sister we could trust.

    At an early age, we found out how hard it was to find good staff.

    Three months after the library first opened, a fight broke out in the room. Some bullies fromanother neighborhood pushed their way in and started it. Mike’s dad suggested we shut down thebusiness. So our comic-book business shut down, and we stopped working on Saturdays at theconvenience store. Anyway, rich dad was excited because he had new things he wanted to teach us.He was happy because we had learned our first lesson so well. We had learned to have money workfor us. By not getting paid for our work at the store, we were forced to use our imaginations toidentify an opportunity to make money. By starting our own business, the comic-book library, wewere in control of our own finances, not dependent on an employer. The best part was that ourbusiness generated money for us, even when we weren’t physically there. Our money worked for us.Instead of paying us money, rich dad had given us so much more.

    3. CHAPTER THREE

    Lesson Two: Why Teach Financial Literacy?

    In 1990, my best friend, Mike, took over his father’s empire and is, in fact, doing a better job thanhis dad did. We see each other once or twice a year on the golf course. He and his wife arewealthier than you could imagine. Rich dad’s empire is in great hands, and Mike is now grooming hisson to take his place, as his dad had groomed us.

    In 1994, I retired at the age of 47, and my wife, Kim, was 37. Retirement does not mean notworking. To my wife and me, it means that barring unforeseen cataclysmic changes, we can work ornot work, and our wealth grows automatically, staying way ahead of inflation. I guess it meansfreedom. The assets are large enough to grow by themselves. It’s like planting a tree. You water itfor years and then one day it doesn’t need you anymore. It’s roots have gone down deep enough.Then, the tree provides shade for your enjoyment.

    Mike chose to run the empire and I chose to retire.

    Whenever I speak to groups of people, they often ask what I would recommend or what couldthey do? “How do they get started?” “Is there a good book I would recommend?” “What should theydo to prepare their children?” “What is the secret to success?” “How do I make millions?” I amalways reminded of this article I was once given. It goes as follows.

    THE RICHEST BUSINESSMEN

    In 1923 a group of our greatest leaders and richest businessmen held a meeting at theEdgewater Beach hotel in Chicago. Among them were Charles Schwab, head of the largestindependent steel company; Samuel Instill, president of the world’s largest utility; Howard Hopson,head of the largest gas company; Ivar Kreuger president of the International Match Co., one of theworld’s largest companies at that time; Leon Frazier, president of the Bank of InternationalSettlements; Richard Whitney, president of the New York Stock Exchange; Arthur Cotton and JesseLivermore, two of the biggest stock speculators; and Albert Fall, a member of President Harding’scabinet. Twenty-five years later nine of them (those listed above) ended as follows. Schwab diedpenniless after living for five years on borrowed money. Instill died broke living in a foreign land.Kreuger and Cotton also died broke. Hopson went insane. Whitney and Albert Fall were justreleased from prison. Fraser and Livermore committed suicide.

    I doubt if anyone can say what really happened to these men. If you look at the date, 1923, itwas just before the 1929 market crash and the Great Depression, which I suspect had a greatimpact on these men and their lives. The point is this: Today we live in times of greater and fasterchange than these men did. I suspect there will be many booms and busts in the next 25 years thatwill parallel the ups and downs these men faced. I am concerned that too many people are focusedtoo much on money and not their greatest wealth, which is their education. If people are prepared tobe flexible, keep an open mind and learn, they will grow richer and richer through the changes. Ifthey think money will solve problems, I am afraid those people will have a rough ride. Intelligencesolves problems and produces money. Money without financial intelligence is money soon gone.

    Most people fail to realize that in life, it’s not how much money you make, it’s how much moneyyou keep. We have all heard stories of lottery winners who are poor, then suddenly rich, then pooragain. They win millions and are soon back to where they started. Or stories of professional athletes,who, at the age of 24, are earning millions of dollars a year, and are sleeping under a bridge by age34. In the paper this morning, as I write this, there is a story of a young basketball player who a year

    ago had millions. Today, he claims his friends, attorney and accountant took his money, and now heworks at a car wash for minimum wage.

    He is only 29. He was fired from the car wash because he refused to take off his championshipring as he was wiping off the cars, so his story made the newspaper. He is appealing his termination,claiming hardship and discrimination and that the ring is all he has left. He claims that if you take thataway, he’ll crumble.

    In 1997, I know so many people who are becoming instant millionaires. It’s the Roaring ‘20s onemore time. And while I am glad people have been getting richer and richer, I only caution that in thelong run, it’s not how much you make, it’s how much you keep, and how many generations you keepit.

    So when people ask, “Where do I get started?” or “Tell me how to get rich quick,” they often aregreatly disappointed with my answer. I simply say to them what my rich dad said back to me when Iwas a little kid. “If you want to be rich, you need to be financially literate.”

    That idea was drummed into my head every time we were together. As I said, my educated dadstressed the importance of reading books, while my rich dad stressed the need to master financialliteracy.

    If you are going to build the Empire State Building, the first thing you need to do is dig a deephole and pour a strong foundation. If you are going to build a home in the suburbs, all you need todo is pour a 6-inch slab of concrete. Most people, in their drive to get rich, are trying to build anEmpire State Building on a 6-inch slab.

    Our school system, having been created in the Agrarian Age, still believes in homes with nofoundation. Dirt floors are still the rage. So kids graduate from school with virtually no financialfoundation. One day, sleepless and deep in debt in suburbia, living the American Dream, they decidethat the answer to their financial problems is to find a way to get rich quick.

    Construction on the skyscraper begins. It goes up quickly, and soon, instead of the Empire StateBuilding, we have the Leaning Tower of Suburbia. The sleepless nights return.

    As for Mike and me in our adult years, both of our choices were possible because we weretaught to pour a strong financial foundation when we were just kids.

    Now, accounting is possibly the most boring subject in the world. It also could be the mostconfusing. But if you want to be rich, long term, it could be the most important subject. The questionis, how do you take a boring and confusing subject and teach it to kids? The answer is, make itsimple. Teach it first in pictures.

    My rich dad poured a strong financial foundation for Mike and me. Since we were just kids, hecreated a simple way to teach us. For years he only drew pictures and used words. Mike and Iunderstood the simple drawings, the jargon, the movement of money, and then in later years, richdad began adding numbers. Today, Mike has gone on to master much more complex andsophisticated accounting analysis because he has had to. He has a billion-dollar empire to run. I amnot as sophisticated because my empire is smaller, yet we come from the same simple foundation.

    In the following pages, I offer to you the same simple line drawings Mike’s dad created for us.

    Though simple, those drawings helped guide two little boys in building great sums of wealth on asolid and deep foundation.

    Rule No. 1 You must know the difference between an asset and a liability, and buy assets. If youwant to be rich, this is all you need to know. It is Rule No. 1. It is the only rule. This may soundabsurdly simple, but most people have no idea how profound this rule is. Most people strugglefinancially because they do not know the difference between an asset and a liability.

    “Rich people acquire assets. The poor and middle class acquire liabilities, but they think they areassets”

    When rich dad explained this to Mike and me, we thought he was kidding. Here we were, nearlyteenagers and waiting for the secret to getting rich, and this was his answer. It was so simple that wehad to stop for a long time to think about it.

    “What is an asset?” asked Mike.

    “Don’t worry right now,” said rich dad. “Just let the idea sink in. If you can comprehend thesimplicity, your life will have a plan and be financially easy. It is simple; that is why the idea ismissed.”

    “You mean all we need to know is what an asset is, acquire them and we’ll be rich?” I asked.

    Rich dad nodded his head. “It’s that simple.”

    “If it’s that simple, how come everyone is not rich?” I asked.

    Rich dad smiled. “Because people do not know the difference between an asset and a liability.”

    I remember asking, “How could adults be so silly. If it is that simple, if it is that important, whywould everyone not want to find out?”

    It took our rich dad only a few minutes to explain what assets and liabilities were.

    As an adult, I have difficulty explaining it to other adults. Why? Because adults are smarter. Inmost cases, the simplicity of the idea escapes most adults because they have been educateddifferently. They have been educated by other educated professionals, such as bankers,accountants, real estate agents, financial planners, and so forth. The difficulty comes in asking adultsto unlearn, or become children again. An intelligent adult often feels it is demeaning to pay attentionto simplistic definitions.

    Rich dad believed in the KISS principle-’Keep It Simple Stupid”-so he kept it simple for two youngboys, and that made the financial foundation strong.

    So what causes the confusion? Or how could something so simple be so screwed up? Whywould someone buy an asset that was really a liability. The answer is found in basic education.

    We focus on the word “literacy” and not “financial literacy.” What defines something to be anasset, or something to be a liability are not words. In fact, if you really want to be confused, look upthe words “asset” and “liability” in the dictionary. I know the definition may sound good to a trainedaccountant, but for the average person it makes no sense. But we adults are often too proud toadmit that something does not make sense.

    As young boys, rich dad said, “What defines an asset is not words but numbers. And if youcannot read the numbers, you cannot tell an asset from a hole in the ground.”

    “In accounting,” rich dad would say, “it’s not the numbers, but what the numbers are telling you.

    It’s just like words. It’s not the words, but the story the words are telling you.

    Many people read, but do not understand much. It’s called reading comprehension. And we allhave different abilities when it comes to reading comprehension. For example, I recently bought anew VCR. It came with an instruction book that explained how to program the VCR. All I wanted todo was record my favorite TV show on Friday night. I nearly went crazy trying to read the manual.Nothing in my world is more complex than learning how to program my VCR. I could read the words,but I understood nothing. I get an “A” for recognizing the words. I get an “F” for comprehension. Andso it is with financial statements for most people.

    “If you want to be rich, you’ve got to read and understand numbers.” If I heard that once, I heard

    it a thousand times from my rich dad. And I also heard, “The rich acquire assets and the poor andmiddle class acquire liabilities.”

    Here is how to tell the difference between an asset and a liability. Most accountants and financialprofessionals do net agree with the definitions, but these simple drawings were the start of strongfinancial foundations for two young boys.

    To teach pre-teen boys, rich dad kept everything simple, using as many pictures as possible, asfew words as possible, and no numbers for years.

    “This is the Cash Flow pattern of an asset.”

    Income Expense

    Assets Liabilities

    The above box is an Income Statement, often called a Profit and Loss Statement. It measuresincome and expenses. Money in and money out. The bottom diagram is the Balance Sheet. It iscalled that because it is supposed to balance assets against liabilities. Many financial novices don’tknow the relationship between the Income Statement and the Balance Sheet. That relationship isvital to understand.

    The primary cause of financial struggle is simply not knowing the difference between an assetand a liability. The cause of the confusion is found in the definition of the two words. If you want alesson in confusion, simply look up the words “asset” and “liability” in the dictionary.

    Now it may make sense to trained accountants, but to the average person, it may as well bewritten in Mandarin. You read the words in the definition, but true comprehension is difficult.

    So as I said earlier, my rich dad simply told two young boys that “assets put money in yourpocket.” Nice, simple and usable.

    An asset is something that puts money in my pocket.

    A liability is something that takes money out of my pocket.

    This is really all you need to know. If you want to be rich, simply spend your life buying assets. Ifyou want to be poor or middle class, spend your life buying liabilities. It’s not knowing the differencethat causes most of the financial struggle in the real world.

    Illiteracy, both in words and numbers, is the foundation of financial struggle. If people are havingdifficulties financially, there is something that they cannot read, either in numbers or words.Something is misunderstood. The rich are rich because they are more literate in different areas thanpeople who struggle financially. So if you want to be rich and maintain your wealth, it’s important tobe financially literate, in words as well as numbers.

    The arrows in the diagrams represent the flow of cash, or “cash flow.” Numbers alone reallymean little. Just as words alone mean little. It’s the story that counts. In financial reporting, readingnumbers is looking for the plot, the story. The story of where the cash is flowing. In 80 percent ofmost families, the financial story is a story of working hard in an effort to get ahead. Not becausethey don’t make money. But because they spend their lives buying liabilities instead of assets.

    For instance, this is the cash flow pattern of a poor person, or a young person still at home:

    • Job (provides income)

    • Expenses (Taxes, Food, Rent, Clothes, Fun, Transportation)

    • Asset (none)

    • Liability (none)

    This is the cash flow pattern of a person in the middle class:

    • Job (provides income)

    • Expenses (Taxes, Food, Mortgage, Clothes, Fun, Transportation)

    • Asset (none)

    • Liability (Mortgage, Consumer Loans, Credit Cards)

    This is the cash flow pattern of a wealthy person:

    • Assets (stocks, bonds, notes, real estate, intellectual property)

    • Income (dividends, interest, rental, income, royalties)

    • Liabilities (none)

    All of these diagrams were obviously oversimplified. Everyone has living expenses, the need forfood, shelter and clothing.

    The diagrams show the flow of cash through a poor, middle class or wealthy person’s life. It is thecash flow that tells the story. It is the story of how a person handles their money, what they do afterthey get the money in their hand.

    The reason I started with the story of the richest men in America is to illustrate the flaw in thethinking of so many people. The flaw is that money will solve all problems. That is why I cringewhenever I hear people ask me how to get rich quicker. Or where do they start? I often hear, “I’m indebt so I need to make more money.”

    But more money will often not solve the problem; in fact, it may actually accelerate the problem.Money often makes obvious our tragic human flaws. Money often puts a spotlight on what we do notknow. That is why, all too often, a person who comes into a sudden windfall of cash-let’s say aninheritance, a pay raise or lottery winnings-soon returns to the same financial mess, if not worsethan the mess they were in before they received the money. Money only accentuates the cash flowpattern running in your head. If your pattern is to spend everything you get, most likely an increasein cash will just result in an increase in spending. Thus, the saying, “A fool and his money is one bigparty,” I have said many times that we go to school to gain scholastic skills and professional skills,both important. We learn to make money with our professional skills. In the 1960s, when I was inhigh school, if someone did well in school academically, almost immediately people assumed thisbright student would go on to be a medical doctor. Often no one asked the child if they wanted to bea doctor. It was assumed. It was the profession with the promise of the greatest financial reward.

    Today, doctors are facing financial challenges I would not wish on my worst enemy; insurancecompanies taking control of the business, managed health care, government intervention, andmalpractice suits, to name a few. Today, kids want to be basketball stars, golfers like Tiger Woods,

    computer nerds, movie stars, rock stars, beauty queens, or traders on Wall Street. Simply becausethat is where the fame, money and prestige is. That is the reason it is so hard to motivate kids inschool today. They know that professional success is no longer solely linked to academic success,as it once was.

    Because students leave school without financial skills, millions of educated people pursue theirprofession successfully, but later find themselves struggling financially. They work harder, but don’tget ahead. What is missing from their education is not how to make money, but how to spendmoney-what to do after you make it. It’s called financial aptitude-what you do with the money onceyou make it, how to keep people from taking it from you, how long you keep it, and how hard thatmoney works for you. Most people cannot tell why they struggle financially because they don’tunderstand cash flow. A person can be highly educated, professionally successful and financiallyilliterate. These people often work harder than they need to because they learned how to work hard,but not how to have their money work for them.

    The story of bow the quest for a Financial Dream turns into a financial nightmare. The moving-picture show of hard-working people has a set pattern. Recently married, the happy, highly educatedyoung couple move in together, in one of their cramped rented apartments. Immediately, they realizethat they are saving money because two can live as cheaply as one.

    The problem is, the apartment is cramped. They decide to save money to buy their dream homeso they can have kids. They now have two incomes, and they begin to focus on their careers.

    Their incomes begin to increase.

    As their incomes go up...their expenses go up as well.

    The No. 1 expense for most people is taxes. Many people think it’s income tax, but for mostAmericans their highest tax is Social Security. As an employee, it appears as if the Social Securitytax combined with the Medicare tax rate is roughly 7.5 percent, but it’s really 15 percent since theemployer must match the Social Security amount. In essence, it is money the employer cannot payyou. On top of that, you still have to pay income tax on the amount deducted from your wages forSocial Security tax, income you never receive because it went directly to Social Security throughwithholding. Then, their liabilities go up.

    This is best demonstrated by going back to the young couple. As a result of their incomes goingup, they decide to go out and buy the house of their dreams. Once in their house, they have a newtax, called property tax. Then, they buy a new car, new furniture and new appliances to match theirnew house. All of a sudden, they wake up and their liabilities column is full of mortgage debt andcredit-card debt.

    They’re now trapped in the rat race. A child comes along. They work harder. The processrepeats itself. More money and higher taxes, also called bracket creep. A credit card comes in themail. They use it. It maxes out. A loan company calls and says their greatest “asset,” their home,has appreciated in value. The company offers a “bill consolidation” loan, because their credit is sogood, and tells them the intelligent thing to do is clear off the high-interest consumer debt by payingoff their credit card. And besides, interest on their home is a tax deduction. They go for it, and pay offthose high-interest credit cards. They breathe a sigh of relief. Their credit cards are paid off. They’venow folded their consumer debt into their home mortgage. Their payments go down because theyextend their debt over 30 years. It is the smart thing to do.

    Their neighbor calls to invite them to go shopping-the Memorial Day sale is on. A chance to savesome money. They say to themselves, “I won’t buy anything. I’ll just go look.” But just in case theyfind something, they tuck that clean credit card inside their wallet.

    I run into this young couple all the time. Their names change, but their financial dilemma is the

    same. They come to one of my talks to hear what I have to say. They ask me, “Can you tell us howto make more money?” Their spending habits have caused them to seek more income.

    They don’t even know that the trouble is really how they choose to spend the money they dohave, and that is the real cause of their financial struggle. It is caused by financial illiteracy and notunderstanding the difference between an asset and a liability.

    More money seldom solves someone’s money problems. Intelligence solves problems. There isa saying a friend of mine says over and over to people in debt.

    “If you find you have dug yourself into a hole... stop digging.”

    As a child, my dad often told us that the Japanese were aware of three powers; “The power ofthe sword, the jewel and the mirror.”

    The sword symbolizes the power of weapons. America has spent trillions of dollars on weaponsand, because of this, is the supreme military presence in the world.

    The jewel symbolizes the power of money. There is some degree of truth to the saying,“Remember the golden rule. He who has the gold makes the rules.”

    The mirror symbolizes the power of self-knowledge. This self-knowledge, according to Japaneselegend, was the most treasured of the three.

    The poor and middle class all too often allow the power of money to control them. By simplygetting up and working harder, failing to ask themselves if what they do makes sense, they shootthemselves in the foot as they leave for work every morning. By not fully understanding money, thevast majority of people allow the awesome power of money to control them. The power of money isused against them.

    If they used the power of the mirror, they would have asked themselves, “Does this makesense?” All too often, instead of trusting their inner wisdom, that genius inside of them, most peoplego along with the crowd. They do things because everybody else does it. They conform rather thanquestion. Often, they mindlessly repeat what they have been told. Ideas such as “diversify” or “yourhome is an asset.” “Your home is your biggest investment.” “You get a tax break for going intogreater debt.” “Get a safe job.” “Don’t make mistakes.” “Don’t take risks.”

    It is said that the fear of public speaking is a fear greater than death for most people. Accordingto psychiatrists, the fear of public speaking is caused by the fear of ostracism, the fear of standingout, the fear of criticism, the fear of ridicule, the fear of being an outcast. The fear of being differentprevents most people from seeking new ways to solve their problems.

    That is why my educated dad said the Japanese valued the power of the mirror the most, for it isonly when we as humans look into the mirror do we find truth. And the main reason that most peoplesay “Play it safe” is out of fear. That goes for anything, be it sports, relationships, career, money.

    It is that same fear, the fear of ostracism that causes people to conform and not questioncommonly accepted opinions or popular trends. “Your home is an asset.” “Get a bill consolidationloan and get out of debt.” “Work harder.” “It’s a promotion.” “Someday I’ll be a vice president.” “Savemoney.” “When I get a raise, I’ll buy us a bigger house.” “Mutual funds are safe.” “Tickle Me Elmodolls are out of stock, but I just happen to have one in back that another customer has not come byfor yet.”

    Many great financial problems are caused by going along with the crowd and trying to keep upwith the Joneses. Occasionally, we all need to look in the mirror and be true to our inner wisdomrather than our fears.

    By the time Mike and I were 16 years old, we began to have problems in school. We were not

    bad kids. We just began to separate from the crowd. We worked for Mike’s dad after school and onthe weekends. Mike and I often spent hours after work just sitting at a table with his dad while heheld meetings with his bankers, attorneys, accountants, brokers, investors, managers andemployees. Here was a man who had left school at the age of 13, now directing, instructing, orderingand asking questions of educated people. They came at his beck and call, and cringed when he didnot approve of them.

    Here was a man who had not gone along with the crowd. He was a man who did his ownthinking and detested the words, “We have to do it this way because that’s the way everyone elsedoes it.” He also hated the word “can’t.” If you wanted him to do something, just say, “I don’t thinkyou can do it.”

    Mike and I learned more sitting at his meetings than we did in all our years of school, collegeincluded. Mike’s dad was not school educated, but he was financially educated and successful as aresult. He use to tell us over and over again, “An intelligent person hires people who are moreintelligent than they are.” So Mike and I had the benefit of spending hours listening to and, in theprocess, learning from intelligent people.

    But because of this, both Mike and I just could not go along with the standard dogma that ourteachers preached, and that caused the problems. Whenever the teacher said, “If you don’t get goodgrades, you won’t do well in the real world,” Mike and I just raised our eyebrows. When we were toldto follow set procedures and not deviate from the rules, we could see how this schooling processactually discouraged creativity. We started to understand why our rich dad told us that schools weredesigned to produce good employees instead of employers.

    Occasionally Mike or I would ask our teachers how what we studied was applicable, or we askedwhy we never studied money and how it worked. To the later question, we often got the answer thatmoney was not important, that if we excelled in our education, the money would follow.

    The more we knew about the power of money, the more distant we grew from the teachers andour classmates.

    My highly educated dad never pressured me about my grades. I often wondered why. But we didbegin to argue about money. By the time I was 16, I probably had a far better foundation with moneythan both my mom and dad. I could keep books, I listened to tax accountants, corporate attorneys,bankers, real estate brokers, investors and so forth. My dad talked to teachers.

    One day, my dad was telling me why our home was his greatest investment. A not-too-pleasantargument took place when I showed him why I thought a house was not a good investment.

    The following diagram illustrates the difference in perception between my rich dad and my poordad when it came to their homes. One dad thought his house was an asset, and the other dadthought it was a liability.

    I remember when I drew a diagram for my dad showing him the direction of cash flow. I alsoshowed him the ancillary expenses that went along with owning the home. A bigger home meantbigger expenses, and the cash flow kept going out through the expense column.

    Today, I am still challenged on the idea of a house not being an asset. And I know that for manypeople, it is their dream as well as their largest investment. And owning your own home is betterthan nothing. I simply offer an alternate way of looking at this popular dogma. If my wife and I wereto buy a bigger, more flashy house we realize it would not be an asset, it would be a liability, since itwould take money out of our pocket.

    So here is the argument I put forth. I really do not expect most people to agree with it because anice home is an emotional thing. And when it comes to money, high emotions tend to lower financial

    intelligence. I know from personal experience that money has a way of making every decisionemotional.

    1. When it comes to houses, I point out that most people work all their lives paying for a homethey never own. In other words, most people buy a new house every so many years, each timeincurring a new 30-year loan to pay off the previous one.

    2. Even though people receive a tax deduction for interest on mortgage payments, they pay forall their other expenses with after-tax dollars. Even after they pay off their mortgage.

    3. Property taxes. My wife’s parents were shocked when the property taxes on their home wentto $1,000 a month. This was after they had retired, so the increase put a strain on their retirementbudget, and they felt forced to move.

    4 Houses do not always go up in value. In 1997, I still have friends who owe a million dollars fora home that will today sell for only $700,000.

    5. The greatest losses of all are those from missed opportunities. If all your money is tied up inyour house, you may be forced to work harder because your money continues blowing out of theexpense column, instead of adding to the asset column, the classic middle class cash flow pattern. Ifa young couple would put more money into their asset column early on, their later years would geteasier, especially as they prepared to send their children to college. Their assets would have grownand would be available to help cover expenses. All too often, a house only serves as a vehicle forincurring a home-equity loan to pay for mounting expenses. In summary, the end result in making adecision to own a house that is too expensive in lieu of starting an investment portfolio early onimpacts an individual in at least the following three ways:

    1. Loss of time, during which other assets could have grown in value.

    2. Loss of additional capital, which could have been invested instead of paying for high-maintenance expenses related directly to the home.

    3. Loss of education. Too often, people count their house, savings and retirement plan as all theyhave in their asset column. Because they have no money to invest, they simply do not invest. Thiscosts them investment experience. Most never become what the investment world calls a“sophisticated investor.” And the best investments are usually first sold to “sophisticated investors,”who then turn around and sell them to the people playing it safe. I am not saying don’t buy a house.

    I am saying, understand the difference between an asset and a liability. When I want a bigger house,I first buy assets that will generate the cash flow to pay for the house.

    My educated dad’s personal financial statement best demonstrates the life of someone in the ratrace. His expenses seem to always keep up with his income, never allowing him to invest in assets.As a result, his liabilities, such as his mortgage and credit card debts are larger than his assets. Thefollowing picture is worth a thousand words:

    Educated Dad’s Financial Statement

    lncome=Expense

    Asset < Liability

    My rich dad’s personal financial statement, on the other hand, reflects the results of a lifededicated to investing and minimizing liabilities:

    Rich Dad’s Financial Statement

    Income > Expense

    Asset > Liability

    A review of my rich dad’s financial statement is why the rich get richer. The asset columngenerates more than enough income to cover expenses, with the balance reinvested into the assetcolumn. The asset column continues to grow and, therefore, the income it produces grows with it.

    The result being: The rich get richer!

    Why the Rich Get Richer

    Income -> Assets -> More IncomeExpenses are low, Liabilities are low

    The middle class finds itself in a constant state of financial struggle. Their primary income isthrough wages, and as their wages increase, so do their taxes. Their expenses tend to increase inequal increments as their wages increase; hence the phrase “the rat race.” They treat their home astheir primary asset, instead on investing in income-producing assets.

    Why the Middle Class Struggle

    Income goes up, Expenses go up

    Assets do not increase, Liabilities do increase

    This pattern of treating your home as an investment and the philosophy that a pay raise meansyou can buy a larger home or spend more is the foundation of today’s debt-ridden society. Thisprocess of increased spending throws families into greater debt and into more financial uncertainty,even though they may be advancing in their jobs and receiving pay raises on a regular basis. This ishigh risk living caused by weak financial education.

    The massive loss of jobs in the 1990s-the downsizing of businesses-has brought to light howshaky the middle class really is financially. Suddenly, company pension plans are being replaced by401k plans. Social Security is obviously in trouble and cannot be looked at as a source forretirement. Panic has set in for the middle class. The good thing today is that many of these peoplehave recognized these issues and have begun buying mutual funds. This increase in investing islargely responsible for the huge rally we have seen in the stock market. Today, there are more andmore mutual funds being created to answer the demand by the middle class.

    Mutual funds are popular because they represent safety. Average mutual fund buyers are toobusy working to pay taxes and mortgages, save for their children’s college and pay off credit cards.They do not have time to study to learn how to invest, so they rely on the expertise of the managerof a mutual fund. Also, because the mutual fund includes many different types of investments, theyfeel their money is safer because ii is “diversified.”

    This group of educated middle class subscribes to the “diversify” dogma put out by mutual fundbrokers and financial planners. Play it safe. Avoid risk.

    The real tragedy is that the lack of early financial education is what creates the risk faced byaverage middle class people. The reason they have to play it safe is because their financial positionsare tenuous at best. Their balance sheets are not balanced. They are loaded with liabilities, with noreal assets that generate income. Typically, their only source of income is their paycheck. Theirlivelihood becomes entirely dependent on their employer.

    So when genuine “deals of a lifetime” come along, those same people cannot take advantage ofthe opportunity. They must play it safe, simply because they are working so hard, are taxed to the

    max, and are loaded with debt.

    As I said at the start of this section, the most important rule is to know the difference between anasset and a liability. Once you understand the difference, concentrate your efforts on only buyingincome-generating assets. That’s the best way to get started on a path to becoming rich. Keepdoing that, and your asset column will grow. Focus on keeping liabilities and expenses down. Thiswill make more money available to continue pouring into the asset column. Soon, the asset base willbe so deep that you can afford to look at more speculative investments. Investments that may havereturns of 100 percent to infinity. Investments that for $5,000 are soon turned into $1 million or more.Investments that the middle class calls “too risky.” The investment is not risky. It’s the lack of simplefinancial intelligence, beginning with financial literacy, that causes the individual to be “too risky,”

    If you do what the masses do, you get the following picture.

    Income = Work for OwnerExpense = Work for GovernmentAsset = (none)

    Liability = Work for Bank

    As an employee who is also a homeowner, your working efforts are generally as follows:

    1. You work for someone else. Most people, working for a paycheck, are making the owner, orthe shareholders richer. Your efforts and success will help provide for the owner’s success andretirement.

    2. You work for the government. The government takes its share from your paycheck before youeven see it. By working harder, you simply increase the amount of taxes taken by the government -most people work from January to May just for the government.

    3. You work for the bank. After taxes, your next largest expense is usually your mortgage andcredit card debt.

    The problem with simply working harder is that each of these three levels takes a greater shareof your increased efforts. You need to learn how to have your increased efforts benefit you and yourfamily directly.

    Once you have decided to concentrate on minding your own business, how do you set yourgoals? For most people, they must keep their profession and rely on their wages to fund theiracquisition of assets.

    As their assets grow, how do they measure the extent of their success? When does someonerealize that they are rich, that they have wealth? As well as having my own definitions for assets andliabilities, I also have my own definition for wealth. Actually I borrowed it from a man namedBuckminster Fuller. Some call him a quack, and others call him a living genius. Years ago he got allthe architects buzzing because he applied for a patent in 1961 for something called a geodesicdome. But in the application, Fuller also said something about wealth. It was pretty confusing at first,but after reading it for awhile, it began to make some sense: Wealth is a person’s ability to survive somany number of days forward... or if I stopped working today, how long could I survive?

    Unlike net worth - the difference between your assets and liabilities, which is often filled with aperson’s expensive junk and opinions of what things are worth - this definition creates the possibilityfor developing a truly accurate measurement. I could now measure and really know where I was in

    terms of my goal to become financially independent.

    Although net worth often includes these non-cash-producing assets, like stuff you bought thatnow sits in your garage, wealth measures how much money your money is making and, therefore,your financial survivability.

    Wealth is the measure of the cash flow from the asset column compared with the expensecolumn.

    Let’s use an example. Let’s say I have cash flow from my asset column of $1,000 a month. And Ihave monthly expenses of $2,000. What is my wealth?

    Let’s go back to Buckminster Fuller’s definition. Using his definition, how many days forward can Isurvive? And let’s assume a 30-day month. By that definition, I have enough cash flow for half amonth.

    When I have achieved $2,000 a month cash flow from my assets, then I will be wealthy.

    So I am not yet rich, but I am wealthy. I now have income generated from assets each monththat fully cover my monthly expenses. If I want to increase my expenses, I first must increase mycash flow from assets to maintain this level of wealth. Take notice that it is at this point that I nolonger am dependent on my wages. I have focused on and been successful in building an assetcolumn that has made me financially independent. If I quit my job today, I would be able to cover mymonthly expenses with the cash flow from my assets.

    My next goal would be to have the excess cash flow from my assets reinvested into the assetcolumn. The more money that goes into my asset column, the more my asset column grows. Themore my assets grow, the more my cash flow grows. And as long as I keep my expenses less thanthe cash flow from these assets, I will grow richer, with more and more income from sources otherthan my physical labor.

    As this reinvestment process continues, I am well on my way to being rich. The actual definitionof rich is in the eye of the beholder. You can never be too rich.

    Just remember this simple observation: The rich buy assets. The poor only have expenses. Themiddle class buys liabilities they think are assets. So how do I start minding my own business? Whatis the answer? Listen to the founder of McDonald’s.

    4. CHAPTER FOUR

    Lesson Three: Mind Your Own Business

    In 1974, Ray Kroc, the founder of McDonald’s, was asked to speak to the MBA class at theUniversity of Texas at Austin. A dear friend of mine, Keith Cunningham, was a student in that MBAclass. After a powerful and inspiring talk, the class adjourned and the students asked Ray if he wouldjoin them at their favorite hangout to have a few beers. Ray graciously accepted.

    “What business am I in?” Ray asked, once the group had all their beers in hand.

    “Everyone laughed,” said Keith. “Most of the MBA students thought Ray was just fooling around.”

    No one answered, so Ray asked the question again. “What business do you think I’m in?”

    The students laughed again, and finally one brave soul yelled out, “Ray, who in the world doesnot know that you’re in the hamburger business.”

    Ray chuckled. “That is what I thought you would say.” He paused and then quickly said, ‘ladiesand gentlemen, I’m not in the hamburger business. My business is real estate.”

    Keith said that Ray spent a good amount of time explaining his viewpoint. In their business plan,Ray knew that the primary business focus was to sell hamburger franchises, but what he never lostsight of was the location of each franchise. He knew that the real estate and its location was themost significant factor in the success of each franchise. Basically, the person that bought thefranchise was also paying for, buying, the land under the franchise for Ray Kroc’s organization.

    McDonald’s today is the largest single owner of real estate in the world, owning even more thanthe Catholic Church. Today, McDonald’s owns some of the most valuable intersections and streetcorners in America, as well as in other parts of the world.

    Keith said it was one of the most important lessons in his life. Today, Keith owns car washes, buthis business is the real estate under those car washes.

    The previous chapter ended with the diagrams illustrating that most people work for everyoneelse but themselves. They work first for the owners of the company, then for the government throughtaxes, and finally for the bank that owns their mortgage.

    As a young boy, we did not have a McDonald’s nearby. Yet, my rich dad was responsible forteaching Mike and me the same lesson that Ray Kroc talked about at the University of Texas. It issecret No. 3 of the rich.

    The secret is: “Mind your own business”. Financial struggle is often directly the result of peopleworking all their life for someone else. Many people will have nothing at the end of their workingdays.

    Again, a picture is worth a thousand words. Here is a diagram of the income statement andbalance sheet that best describes Ray Kroc’s advice:

    Most people

    Your Profession -> Your Income

    The Rich

    Your Assets -> Your Income

    Our current educational system focuses on preparing today’s youth to get good jobs bydeveloping scholastic skills. Their lives will revolve around their wages, or as described earlier, theirincome column. And after developing scholastic skills, they go on to higher levels of schooling toenhance their professional abilities. They study to become engineers, scientists, cooks, policeofficers, artists, writers and so on. These professional skills allow them to enter the workforce andwork for money.

    There is a big difference between your profession and your business. Often I ask people, “Whatis your business?” And they will say, “Oh I’m a banker.” Then I ask them if they own the bank? Andthey usually respond. “No, I work there.”

    In that instance, they have confused their profession with their business. Their profession may bea banker, but they still need their own business. Ray Kroc was clear on the difference between hisprofession and his business. His profession was always the same. He was a salesman. At one timehe sold mixers for milkshakes, and soon thereafter he was selling hamburger franchises - But whilehis profession was selling hamburger franchises, his business was the accumulation of income-producing real estate.

    A problem with school is that you often become what you study. So if you study, say, cooking,you become a chef. If you study the law, you become an attorney, and a study of auto mechanicsmakes you a mechanic. The mistake in becoming what you study is that too many people forget tomind their own business. They spend their lives minding someone else’s business and making thatperson rich.

    To become financially secure, a person needs to mind their own business. Your businessrevolves around your asset column, as opposed to your income column. As stated earlier, the No. 1rule is to know the difference between an asset and a liability, and to buy assets. The rich focus ontheir asset columns while everyone else focuses on their income statements.

    That is why we hear so often: “I need a raise.” “If only I had a promotion.” “I am going to go backto school to get more training so I can get a better job.” “I am going to work overtime.” “Maybe I canget a second job.” “I’m quitting in two weeks. I found a job that pays more.”

    In some circles, these are sensible ideas. Yet, if you listen to Ray Kroc, you are still not mindingyour own business. These ideas all still focus on the income column and will only help a personbecome more financially secure if the additional money is used to purchase income-generatingassets.

    The primary reason the majority of the poor and middle class are fiscally conservative-whichmeans. “I can’t afford to take risks” - is that they have no financial foundation. They have to cling totheir jobs. They have to play it safe.

    When downsizing became the “in” thing to do, millions of workers found out their largest so-calledasset, their home, was eating them alive. Their asset, called a house, still cost them money everymonth. Their car, another “asset,” was eating them alive. The golf clubs in the garage that cost$1,000 were not worth $1,000 anymore. Without job security, they had nothing to fall back on. Whatthey thought were assets could not help them survive in a time of financial crisis.

    I assume most of us have filled out a credit application for a banker to buy a house or to buy acar. It is always interesting to look at the “net worth” section. It is interesting because of whataccepted banking and accounting practices allow a person to count as assets.

    One day, to get a loan, my financial position did not look too good. So I added my new golf clubs,my art collection, books, stereo, television, Armani suits, wristwatches, shoes and other personaleffects to boost the number in the asset column.

    But I was turned down for the loan because I had too much investment real estate. The loancommittee did not like that 1 made so much money off of apartment houses. They wanted to knowwhy I did not have a normal job, with a salary. They did not question the Armani suits, golf clubs orart collection. Life is sometimes tough when you do not fit the “standard” profile.

    I cringe every time I hear someone say to me that their net worth is a million dollars or $100,000dollars or whatever. One of the main reasons net worth is not accurate is simply because themoment you begin selling your assets, you are taxed for any gains.

    So many people have put themselves in deep financial trouble when they run short of income. Toraise cash, they sell their assets. First, their personal assets can generally be sold for only a fractionof the value that is listed in their personal balance sheet. Or if there is a gain on the sale of theassets, they are taxed on the gain. So again, the government takes its share of the gain, thusreducing the amount available to help them out

    Of debt. That is why I say someone’s net worth is often “worth less” than they think.

    Start minding your own business. Keep your daytime job, but start buying real assets, notliabilities or personal effects that have no real value once you get them home. A new car loses nearly25 percent of the price you pay for it the moment you drive it off the lot. It is not a true asset even ifyour banker lets you list it as one. My $400 new titanium driver was worth $150 the moment I teedoff.

    For adults, keep your expenses low, reduce your liabilities and diligently build a base of solidassets. For young people who have not yet left home, it is important for parents to teach them thedifference between an asset and a liability. Get them to start building a solid asset column beforethey leave home, get married, buy a house, have kids and get stuck in a risky financial position,clinging to a job and buying everything on credit. I see so many young couples who get married andtrap themselves into a lifestyle that will not let them get out of debt for most of their working years.

    For most people, just as the last child leaves home, the parents realize they have not adequatelyprepared for retirement and they begin to scramble to put some money away. Then, their ownparents become ill and they find themselves with new responsibilities.

    So what kind of assets am I suggesting that you or your children acquire? In my world, realassets fall into several different categories:

    1. Businesses that do not require my presence. I own them, but they are managed or run byother people. If I have to work there, it’s not a business. It becomes my job.

    2. Stocks.

    3. Bonds.

    4. Mutual funds.

    5. Income-generating real estate.

    6. Notes (lOUs).

    7. Royalties from intellectual property such as music, scripts, patents.

    8. And anything else that has value, produces income or appreciates and has a ready market.

    As a young boy, my educated dad encouraged me to find a safe job. My rich dad, on the otherhand, encouraged me to begin acquiring assets that I loved. “If you don’t love it, you won’t take careof it.” I collect real estate simply because I love buildings and land. I love shopping for them. I couldlook at them all day long. When problems arise, the problems are not so bad that it changes my lovefor real estate. For people who hate real estate, they shouldn’t buy it.

    I love stocks of small companies, especially startups. The reason is that I am an entrepreneur,not a corporate person. In my early years. I worked in large organizations, such as Standard Oil ofCalifornia, the U.S. Marine Corps, and Xerox Corp. I enjoyed my time with those organizations andhave fond memories, but I know deep down I am not a company man. I like starting companies, notrunning them. So my stock buys are usually of small companies, and sometimes I even start thecompany and take it public. Fortunes are made in new-stock issues, and I love the game. Manypeople are afraid of small-cap companies and call them risky, and they are. But risk is alwaysdiminished if you love what the investment is, understand it and know the game. With smallcompanies, my investment strategy is to be out of the stock in a year. My real estate strategy, onthe other hand, is to start small and keep trading the properties up for bigger properties and,therefore, delaying paying taxes on the gain. This allows the value to increase dramatically. Igenerally hold real estate less than seven years.

    For years, even while I was with the Marine Corps and Xerox, I did what my rich dadrecommended. I kept my daytime job, but I still minded my own business. I was active in my assetcolumn. I traded real estate and small stocks. Rich dad always stressed the importance of financialliteracy. The better I was at understanding the accounting and cash management, the better I wouldbe at analyzing investments and eventually starting and building my own company.

    I would not encourage anyone to start a company unless they really want to. Knowing what Iknow about running a company, I would not wish that task on anyone. There are times when peoplecannot find employment, where starting a company is a solution for them. The odds are againstsuccess: Nine out of 10 companies fail in five years. Of those that survive the first five years, nineout of every 10 of those eventually fail, as well. So only if you really have the desire to own yourown company do I recommend it. Otherwise, keep your daytime job and mind your own business.When I say mind your own business, I mean to build and keep your asset column strong. Once adollar goes into it, never let it come out. Think of it this way, once a dollar goes into your assetcolumn, it becomes your employee. The best thing about money is that it works 24 hours a day andcan work for generations. Keep your daytime job, be a great hard-working employee, but keepbuilding that asset column.

    As your cash flow grows, you can buy some luxuries. An important distinction is that rich peoplebuy luxuries last, while the poor and middle class tend to buy luxuries first. The poor and the middleclass often buy luxury items such as big houses, diamonds, furs, jewelry or boats because they wantto look rich. They look rich, but in reality they just get deeper in debt on credit. The old-moneypeople, the long-term rich, built their asset column first. Then, the income generated from the assetcolumn bought their luxuries. The poor and middle class buy luxuries with their own sweat, bloodand children’s inheritance.

    A true luxury is a reward for investing in and developing a real asset. For example, when my wifeand I had extra money coming from our apartment houses, she went out and bought her Mercedes.

    It did not take any extra work or risk on her part because the apartment house bought the car. Shedid, however, have to wait for it for four years while the real estate investment portfolio grew andfinally began throwing off enough extra cash flow to pay for the car. But the luxury, the Mercedes,was a true reward because she had proved she knew how to grow her asset column. That car nowmeans a lot more to her than simply another pretty car. It means she used her financial intelligenceto afford it.

    What most people do is they impulsively go out and buy a new car, or some other luxury, oncredit. They may feel bored and just want a new toy. Buying a luxury on credit often causes aperson to sooner or later actually resent that luxury because the debt on the luxury becomes afinancial burden.

    After you’ve taken the time and invested in and built your own business, you are now ready toadd the magic touch-the biggest secret of the rich. The secret that puts the rich way ahead of thepack. The reward at the end of the road for diligently taking the time to mind your own business.

    5. CHAPTER FIVE

    Lesson Four: The History of and The Power of Corporation

    I remember in school being told the story of Robin Hood and his Merry Men. My schoolteacherthought it was a wonderful story of a romantic hero, a Kevin Costner type, who robbed from the richand gave to the poor. My rich dad did not see Robin Hood as a hero. He called Robin Hood a crook.

    Robin Hood may be long gone, but his followers live on. How often I still hear people say, “Whydon’t the rich pay for it?” Or “The rich should pay more in taxes and give it to the poor.”

    It is this idea of Robin Hood, or taking from the rich to give to the poor that has caused the mostpain for the poor and the middle class. The reason the middle class is so heavily taxed is because ofthe Robin Hood ideal. The real reality is that the rich are not taxed. It’s the middle class who pays forthe poor, especially the educated upper-income middle class.

    Again, to understand fully how things happen, we need to look at the historical perspective. Weneed to look at the history of taxes. Although my highly educated dad was an expert on the history ofeducation, my rich dad fashioned himself as an expert on the history of taxes.

    Rich dad explained to Mike and me that in England and America originally, there were no taxes.Occasionally there were temporary taxes levied in order to pay for wars. The king or the presidentwould put the word out and ask everyone to “chip in.” Taxes were levied in Britain for the fightagainst Napoleon from 1799 to 1816, and in America taxes were levied to pay for the Civil War from1861 to 1865.

    In 1874, England made income tax a permanent levy on its citizens. In 1913, an income taxbecame permanent in the United States with the adoption of the 16th Amendment to theConstitution. At one time, Americans were anti-tax. It had been the excessive tax on tea that led tothe famous Tea Party in Boston Harbor, an incident that helped ignite the Revolutionary War. It tookapproximately 50 years in both England and the United States to sell the idea of a regular incometax.

    What these historical dates fail to reveal is that both of these taxes were initially levied againstonly the rich. It was this point that rich dad wanted Mike and me to understand. He explained thatthe idea of taxes was made popular, and accepted by the majority, by telling the poor and the middleclass that taxes were created only to punish the rich. This is how the masses voted for the law, and itbecame constitutionally legal. Although it was intended to punish the rich, in reality it wound uppunishing the very people who voted for it, the poor and middle class.

    “Once government got a taste of money, the appetite grew,” said rich dad. “Your dad and I areexactly opposite. He’s a government bureaucrat, and I am a capitalist. We get paid, and our successis measured on opposite behaviors. He gets paid to spend money and hire people. The more hespends and the more people he hires, the larger his organization becomes. In the government, thelarger his organization, the more he is respected. On the other hand, within my organization, thefewer people I hire and the less money I spend, the more I am respected by my investors. That’swhy I don’t like government people. They have different objectives from most business people. Asthe government grows, more and more tax dollars will be needed to support it.”

    My educated dad sincerely believed that government should help people. He loved John F.Kennedy and especially the idea of the Peace Corps. He loved the idea so much that both he andmy mom worked for the Peace Corps training volunteers to go to Malaysia, Thailand and thePhilippines. He always strived for additional grants and increases in his budget so he could hire morepeople, both in his job with the Education Department and in the Peace Corps. That was his job.

    From the time I was about 10 years old, I would hear from my rich dad that government workerswere a pack of lazy thieves, and from my poor dad I would hear how the rich were greedy crookswho should be made to pay more taxes. Both sides have valid points. It was difficult to go to work forone of the biggest capitalists in town and come home to a father who was a prominent governmentleader. It was not easy knowing who to believe.

    Yet, when you study the history of taxes, an interesting perspective emerges. As I said, thepassage of taxes was only possible because the masses believed in the Robin Hood theory ofeconomics, which was to take from the rich and give to everyone else. The problem was that thegovernment’s appetite for money was so great that taxes soon needed to be levied on the middleclass, and from there it kept “trickling down.”

    The rich, on the other hand, saw an opportunity. They do not play by the same set of rules. AsI’ve stated, the rich already knew about corporations, which became popular in the days of sailingships. The rich created the corporation as a vehicle to limit their risk to the assets of each voyage.The rich put their money into a corporation to finance the voyage. The corporation would then hire acrew to sail to the New World to look for treasures. If the ship was lost, the crew lost their lives, butthe loss to the rich would be limited only to the money they invested for that particular voyage. Thediagram that follows shows how the corporate structure sits outside your personal income statementand balance sheet.

    How the Rich Play the Game

    Is reduced/diminished by expensesAssets  > Income

    (through personal corporation)

    It is the knowledge of the power of the legal structure of the corporation that really gives the richa vast advantage over the poor and the middle class. Having two fathers teaching me, one asocialist and the other a capitalist, I quickly began to realize that the philosophy of the capitalistmade more financial sense to me. It seemed to me that the socialists ultimately penalizedthemselves, due to their lack of financial education. No matter what the “Take from the rich” crowdcame up with, the rich always found a way to outsmart them. That is how taxes were eventuallylevied on the middle class. The rich outsmarted the intellectuals, solely because they understood thepower of money, a subject not taught in schools.

    How did the rich outsmart the intellectuals? Once the “Take from the rich” tax was passed, cashstarted flowing into government coffers. Initially, people were happy. Money was handed out togovernment workers and the rich. It went to government workers in the form of jobs and pensions. Itwent to the rich via their factories receiving government contracts. The government became a largepool of money, but the problem was the fiscal management of that money. There really is no re-circulation. In other words, the government policy, if you were a government bureaucrat, was toavoid having excess money. If you failed to spend your allotted funding, you risked losing it in thenext budget.

    You would certainly not be recognized for being efficient. Business people, on the other hand, arerewarded for having excess money and are recognized for their efficiency.

    As this cycle of growing government spending continued, the demand for money increased andthe “Tax the rich” idea was now being adjusted to include lower-income levels, down to the verypeople who voted it in, the poor and the middle class.

    True capitalists used their financial knowledge to simply find a way to escape. They headed backto the protection of a corporation. A corporation protects the rich. But what many people who havenever formed a corporation do not know is that a corporation is not really a thing. A corporation ismerely a file folder with some legal documents in it, sitting in some attorney’s office registered with astate government agency. It’s not a big building with the name of the corporation on it. It’s not afactory or a group of people. A corporation is merely a legal document that creates a legal bodywithout a soul. The wealth of the rich was once again protected. Once again, the use of corporationsbecame popular - once the permanent income laws were passed- because the income-tax rate ofthe corporation was less than the individual income-tax rates. In addition, as described earlier,certain expenses could be paid with pre-tax dollars within the corporation.

    This war between the haves and have-nots has been going on for hundreds of years. It is the“Take from the rich” crowd versus the rich. The battle is waged whenever and wherever laws aremade. The battle will go on forever. The problem is, the people who lose are the uninformed. Theones who get up every day and diligently go to work and pay taxes. If they only understood the waythe rich play the game, they could play it too. Then, they would be on their way to their own financialindependence. This is why I cringe every time I hear a parent advise their children to go to school,so they can find a safe, secure job. An employee with a safe, secure job, without financial aptitude,has no escape.

    Average Americans today work five to six months for the government before they make enoughto cover their taxes. In my opinion, that is a long time. The harder you work, the more you pay thegovernment. That is why I believe that the idea of “Take from the rich” backfired on the very peoplewho voted it in.

    Every time people try to punish the rich, the rich don’t simply comply, they react. They have themoney, power and intent to change things. They do not just sit there and voluntarily pay more taxes.They search for ways to minimize their tax burden. They hire smart attorneys and accountants, andpersuade politicians to change laws or create legal loopholes. They have the resources to effectchange.

    The Tax Code of the United States also allows other ways to save on taxes. Most of thesevehicles are available to anyone, but it is the rich who usually look for them because they areminding their own business. For example, “1031 ” is jargon for Section 1031 of the Internal RevenueCode, which allows a seller to delay paying taxes on a piece of real estate; that is sold for a capitalgain through an exchange for a more expensive piece of real estate. Real estate is one investmentvehicle that allows such a great tax advantage. As long as you keep trading up in value, you I willnot be taxed on the gains, until you liquidate. People who do not take advantage of these taxsavings offered legally are missing a great opportunity to build their asset columns.

    The poor and middle class do not have the same resources. They sit there and let thegovernment’s needles enter their arm and allow the blood donation to begin. Today, I am constantlyshocked at the number of people who pay more taxes, or take fewer deductions, simply becausethey are afraid of the government. And I do know how frightening and intimidating a government taxagent can be. I have had friends who have had their businesses shut down and destroyed, only tofind out it was a mistake on the part of the government. I realize all that. But the price of workingfrom January to mid-May is a high price to pay for that intimidation. My poor dad never fought back.My rich dad didn’t either. He just played the game smarter, and he did it through corporations-thebiggest secret of the rich.

    You may remember the first lesson I learned from my rich dad. I was a little boy of 9 who had tosit and wait for him to choose to talk to me. I often sat in his office waiting for him to “get to me.” Hewas ignoring me on purpose. He wanted me to recognize his power and desire to have that power

    for myself one day. For all the years I studied and learned from him, he always reminded me thatknowledge was power. And with money comes great power that requires the right knowledge to keepit and make it multiply. Without that knowledge, the world pushes you around. Rich dad constantlyreminded Mike and me that the biggest bully was not the boss or the supervisor, but the tax man.

    The tax man will always take more if you let him.

    The first lesson of having money work for me, as opposed to working for money, is really allabout power. If you work for money, you give the power up to your employer. If your money works foryou, you keep and control the power.

    Once we had this knowledge of the power of money working for us, he wanted us to befinancially smart and not let bullies push us around. You need to know the law and how the systemworks. If you’re ignorant, it is easy to be bullied. If you know what you’re talking about, you have afighting chance. That is why he paid so much for smart tax accountants and attorneys. It was lessexpensive to pay them than pay the government. His best lesson to me, which I have used most ofmy life, is “Be smart and you won’t be pushed around as much.” He knew the law because he was alaw-abiding citizen. He knew the law because it was expensive to not know the law. “If you knowyou’re right, you’re not afraid of fighting back.” Even if you are taking on Robin Hood and his band ofMerry Men.

    My highly educated dad always encouraged me to seek a good job with a strong corporation. Hespoke of the virtues of “working your way up the corporate ladder.” He didn’t understand that, byrelying solely on a paycheck from a corporate employer, I would be a docile cow ready for milking.

    When I told my rich dad of my father’s advice, he only chuckled. “Why not own the ladder?” wasall he said.

    As a young boy, I did not understand what rich dad meant by owning my own corporation. It wasan idea that seemed impossible, and intimidating. Although I was excited by the idea, my youthwould not let me envision the possibility that grownups would someday work for a company I wouldown.

    The point is, if not for my rich dad, I would have probably followed my educated dad’s advice. Itwas merely the occasional reminder of my rich dad that kept the idea of owning my own corporationalive and kept me on a different path. By the time I was 15 or 16, I knew I was not going to continuedown the path my educated dad was recommending. I did not know how I was going to do it, but Iwas determined not to head in the direction most of my classmates were heading. That decisionchanged my life.

    It was not until I was in my mid-20s that my rich dad’s advice began to make more sense. I wasjust out of the Marine Corps and working for Xerox. I was making a lot of money, but every time Ilooked at my paycheck, I was always disappointed. The deductions were so large, and the more Iworked, the greater the deductions. As I became more successful, my bosses talked aboutpromotions and raises. It was flattering, but I could hear my rich dad asking me in my ear: “Who areyou working for? Who are you making rich?”

    In 1974, while still an employee for Xerox, I formed my first corporation and began “minding myown business.” There were already a few assets in my asset column, but now I was determined tofocus on making it bigger. Those paychecks with all the deductions made all the years of my richdad’s advice make total sense. I could see the future if I followed my educated dad’s advice.

    Many employers feel that advising their workers to mind their own business is bad for business. Iam sure it can be for certain individuals. But for me, focusing on my own business, developingassets, made me a better employee. I now had a purpose. I came in early and worked diligently,amassing as much money as possible so I could begin investing in real estate. Hawaii was just set

    to boom, and there were fortunes to be made. The more I realized we were in the beginning stagesof a boom, the more Xerox machines I sold. The more I sold, the more money I made, and, ofcourse, the more deductions there were from my paycheck. It was inspiring. I wanted out of the trapof being an employee so badly that I worked harder, not less. By 1978,1 was consistently one of thetop five salespeople in sales, often No. 1. I badly wanted out of the rat race.

    In less than three years, I was making more in my own little corporation, which was a real estateholding company, than I was making at Xerox. And the money I was making in my asset column, inmy own corporation, was money working for me. Not me pounding on doors selling copiers. My richdad’s advice made much more sense. Soon the cash flow from my properties was so strong that mycompany bought me my first Porsche. My fellow Xerox salespeople thought I was spending mycommissions. I wasn’t. I was investing my commissions in assets.

    My money was working hard to make more money. Each dollar in my asset column was a greatemployee, working hard to make more employees and buy the boss a new Porsche with before-taxdollars. I began to work harder for Xerox. The plan was working, and my Porsche was the proof.

    By using the lessons I learned from my rich dad, I was able to get out of the “proverbial rat race”of being an employee at an early age. It was made possible because of the strong financialknowledge I had acquired through these lessons. Without this financial knowledge, which I callfinancial IQ, my road to financial independence would have been much more difficult. I now teachothers through financial seminars in the hope that I may share my knowledge with them. Whenever Ido my talks, I remind people that financial IQ is made up of knowledge from four broad areas ofexpertise.

    No. 1 is accounting. What I call financial literacy. A vital skill if you want to build an empire. Themore money you are responsible for, the more accuracy is required, or the house comes tumblingdown. This is the left brain side, or the details. Financial literacy is the ability to read and understandfinancial statements. This ability allows you to identify the strengths and weaknesses of anybusiness.

    No. 2 is investing. What I call the science of money making money. This involves strategies andformulas. This is the right brain side, or the creative side.

    No. 3 is understanding markets. The science of supply and demand. There is a need to know the“technical” aspects of the market, which is emotion driven; the Tickle Me Elmo doll during Christmas1996 is a case of a technical or emotion-driven market. The other market factor is the “fundamental”or the economic sense of an investment. Does an investment make sense or does it not make sensebased on the current market conditions.

    Many people think the concepts of investing and understanding the market are too complex forkids. They fail to see that kids know those subjects intuitively. For those not familiar with the Elmodoll, it was a Sesame Street character that was highly touted to the kids just before Christmas. Mostall kids wanted one, and put it at the top of their Christmas list. Many parents wondered if thecompany intentionally held the product off the market, while continuing to advertise it for Christmas.

    A panic set in due to high demand and lack of supply. Having no dolls to buy in the stores, scalperssaw an opportunity to make a small fortune from desperate parents. The unlucky parents who didnot find a doll were forced to buy another toy for Christmas. The incredible popularity of the TickleMe Elmo doll made no sense to me, but it serves as an excellent example of supply and demandeconomics. The same thing goes on in the stock, bond, real estate and baseball-card markets.

    No. 4 is the law. For instance, utilizing a corporation wrapped around the technical skills ofaccounting, investing and markets can aid explosive growth. An individual with the knowledge of thetax advantages and protection provided by a corporation can get rich so much faster than someone

    who is an employee or a small-business sole proprietor. It’s like the difference between someonewalking and someone flying. The difference is profound when it comes to long-term wealth.

    1. Tax advantages: A corporation can do so many things that an individual cannot. Like pay forexpenses before it pays taxes. That is a whole area of expertise that is so exciting, but notnecessary to get into unless you have sizable assets or a business.

    Employees earn and get taxed and they try to live on what is left. A corporation earns, spendseverything it can, and is taxed on anything that is left. It’s one of the biggest legal tax loopholes thatthe rich use. They’re easy to set up and are not expensive if you own investments that are producinggood cash flow. For example; by owning your own corporation - vacations are board meetings inHawaii. Car payments, insurance, repairs are company expenses. Health club membership is acompany expense. Most restaurant meals are partial expenses. And on and on - but do it legally withpre-tax dollars.

    2. Protection from lawsuits. We live in a litigious society. Everybody wants a piece of your action.The rich hide much of their wealth using vehicles such as corporations and trusts to protect theirassets from creditors. When someone sues a wealthy individual they are often met with layers oflegal protection, and often find that the wealthy person actually owns nothing. They controleverything, but own nothing. The poor and middle class try to own everything and lose it to thegovernment or to fellow citizens who like to sue the rich. They learned it from the Robin Hood story.Take from the rich, give to the poor.

    It is not the purpose of this book to go into the specifics of owning a corporation. But I will saythat if you own any kind of legitimate assets, I would consider finding out more about the benefitsand protection offered by a corporation as soon as possible. There are many books written on thesubject that will detail the benefits and even walk you through the steps necessary to set up acorporation. One book in particular, Inc. and Grow Rich provides a wonderful insight into the powerof personal corporations.

    Financial IQ is actually the synergy of many skills and talents. But I would say it is thecombination of the four technical skills listed above that make up basic financial intelligence. If youaspire to great wealth, it is the combination of these skills that will greatly amplify an individual’sfinancial intelligence.

    In summary

    The Rich People With Corporations

    1. Earn

    2. Spend

    3. Pay Taxes

    The People Who Work for Corporations

    1. Earn

    2. Pay Taxes

    3. Spend

    As part of your overall financial strategy, we strongly recommend owning your own corporationwrapped around your assets.

    6. CHAPTER SIX

    Lesson Five: The Rich Invent Money

    Last night, I took a break from writing and watched a TV program on the history of a young mannamed Alexander Graham Bell. Bell had just patented his telephone, and was having growing painsbecause the demand for his new invention was so strong. Needing a bigger company, he then wentto the giant at that time, Western Union, and asked them if they would buy his patent and his tinycompany. He wanted $100,000 for the whole package. The president of Western Union scoffed athim and turned him down, saying the price was ridiculous. The rest is history. A multi-billion-dollarindustry emerged, and AT&T was born.

    The evening news came on right after the story of Alexander Graham Bell ended. On the newswas a story of another downsizing at a local company. The workers were angry and complained thatthe company ownership was unfair. A terminated manager of about 45 years of age had his wife andtwo babies at the plant and was begging the guards to let him talk to the owners to ask if they wouldreconsider his termination. He had just bought a house and was afraid of losing it. The camerafocused in on his pleading for all the world to see. Needless to say, it held my attention.

    I have been teaching professionally since 1984. It has been a great experience and rewarding. Itis also a disturbing profession, for I have taught thousands of individuals and I see one thing incommon in all of us, myself included. We all have tremendous potential, and we all are blessed withgifts. Yet, the one thing that holds all of us back is some degree of self-doubt. It is not so much thelack of technical information that holds us back, but more the lack of self-confidence. Some are moreaffected than others.

    Once we leave school, most of us know that it is not as much a matter of college degrees orgood grades that count. In the real world outside of academics, something more than just grades isrequired. I have heard it called “guts,” “chutzpah,” “balls,” “audacity,” “bravado,” “cunning,” “daring,”“tenacity” and “brilliance.” This factor, whatever it is labeled, ultimately decides one’s future muchmore than school grades.

    Inside each of us is one of these brave, brilliant and daring characters. There is also the flip sideof that character: people who could get down on their knees and beg if necessary. After a year inVietnam, as a Marine Corps pilot, I intimately got to know both of those characters-inside of me. Oneis not better than the other.

    Yet, as a teacher, I recognized that it was excessive fear and self-doubt that were the greatestdetractors of personal genius. It broke my heart to see students know the answers, yet lack thecourage to act on the answer. Often in the real world, it’s not the smart that get ahead but the bold.

    In my personal experience, your financial genius requires both technical knowledge as well ascourage. If fear is too strong, the genius is suppressed. In my classes I strongly urge students tolearn to take risks, to be bold, to let their genius convert that fear into power and brilliance. It worksfor some and just terrifies others. I have come to realize that for most people, when it comes to thesubject of money, they would rather play it safe. I have had to field questions such as: Why takerisks? Why should I bother developing my financial IQ? Why should I become financially literate?

    And I answer, “Just to have more options.”

    There are huge changes up head. Just as I started with the story of the young inventor AlexanderGraham Bell, in the coming years there will be more people just like him. There will be a hundredpeople like Bill Gates and hugely successful companies like Microsoft created every year, all overthe world. And there also will be many more bankruptcies, layoffs and downsizing.

    So why bother developing your financial IQ? No one can answer that but you. Yet, I can tell youwhy I myself do it. I do it because it is the most exciting time to be alive. I’d rather be welcomingchange than dreading change. I’d rather be excited about making millions than worrying about notgetting a raise. This period we are in now is a most exciting time, unprecedented in our world’shistory. Generations from now, people will look back at this period of time and remark at what anexciting era it must have been. It was the death of the old and birth of the new. It was full of turmoiland it was exciting.

    So why bother developing your financial IQ? Because if you do, you will prosper greatly. And ifyou don’t, this period of time will be a frightening one. It will be a time of watching people moveboldly forward while others cling to decaying life rings.

    Land was wealth 300 years ago. So the person who owned the land owned the wealth. Then, itwas factories and production, and America rose to dominance. The industrialist owned the wealth.Today, it is information. And the person who has the most timely information owns the wealth. Theproblem is, information flies all around the world at the speed of light. The new wealth cannot becontained by boundaries and borders as land and factories were. The changes will be faster andmore dramatic. There will be a dramatic increase in the number of new multimillionaires. There alsowill be those who are left behind.

    Today, I find so many people struggling, often working harder, simply because they cling to oldideas. They want things to be the way they were; they resist change. I know people who are losingtheir jobs or their houses, and they blame technology or the economy or their boss. Sadly they fail torealize that they might be the problem. Old ideas are their biggest liability. It is a liability simplybecause they fail to realize that while that idea or way of doing something was an asset yesterday,yesterday is gone.

    One afternoon I was teaching investing using a board game I had invented, CASHFLOW, as ateaching tool. A friend had brought someone along to attend the class. This friend of a friend wasrecently divorced, had been badly burned in the divorce settlement, and was now searching forsome answers. Her friend thought the class might help.

    The game was designed to help people learn how money works. In playing the game, they learnabout the interaction of the income statement with the balance sheet. They learn how “cash flows”between the two and how the road to wealth is through striving to increase your monthly cash flowfrom the asset column to the point that it exceeds your j monthly expenses. Once you accomplishthis, you are able to get out of the “Rat Race” and out onto the “Fast Track”.

    As I have said, some people hate the game, some love it, and others miss the point. This womanmissed a valuable opportunity to learn something. In the opening round, she drew a “doodad” cardwith the boat on it. At first she was happy. “Oh, I’ve got a boat.” Then, as her friend tried to explainhow the numbers worked on her income statement and balance sheet, she got frustrated becauseshe “had never liked math. The rest of her table waited while her friend continued explaining therelationship between the income statement, balance sheet and monthly cash flow. Suddenly, whenshe realized how the numbers worked, it dawned on her that her boat was eating her alive. Later onin the game, she was also “downsized” and had a child. It was a horrible game for her.

    After the class, her friend came by and told me that she was upset. She had come to the class tolearn about investing and did not like the idea that it took so long to play a silly game.

    Her friend attempted to tell her to look within herself to see if the game “reflected” on herself inany way. With that suggestion, the woman demanded her money back. She said that the very ideathat a game could be a reflection of her was ridiculous. Her money was promptly refunded and sheleft.

    Since 1984, I have made millions simply by doing what the school system does not. In school,most teachers lecture. I hated lectures as a student; I was soon bored and my mind would drift.

    In 1984,1 began teaching via games and simulations. I always encouraged adult students to lookat games as reflecting back to what they know, and what they needed to learn. Most importantly, agame reflects back on one’s behavior. It’s an instant feedback system. Instead of the teacherlecturing you, the game is feeding back a personalized lecture, custom made just for you.

    The friend of the woman who left later called to give me an update. She said her friend was fineand had calmed down. In her cooling-off period, she could see some slight relationship between thegame and her life.

    Although she and her husband did not own a boat, they did own everything else imaginable. Shewas angry after their divorce, both because he had run off with a younger woman and because aftertwenty years of marriage, they had accumulated little in the way of assets. There was virtuallynothing for them to split. Their twenty years of married life had been incredible fun, but all they hadaccumulated was a ton of doodads.

    She realized that her anger at doing the numbers - the income statement and balance sheet -came from her embarrassment of not understanding them. She had believed that finances were theman’s job. She maintained the house and did the entertaining, and he handled the finances. Shewas now quite certain that in the last five years of their marriage, he had hidden money from her.

    She was angry at herself for not being more aware of where the money was going, as well as for notknowing about the other woman.

    Just like a board game, the world is always providing us with instant feedback. We could learn alot if we tuned in more. One day not long ago, I complained to my wife that the cleaners must haveshrunk my pants. My wife gently smiled and poked me in the stomach to inform me that the pantshad not shrunk, something else had expanded me!

    The game CASHFLOW was designed to give every player personal feedback. Its purpose is togive you options. If you draw the boat card and it puts you into debt, the question is, “Now what canyou do?” How many different financial options can you come up with? That is the purpose of thegame: to teach players to think and create new and various financial options.

    I have watched this game played by more than 1,000 people. The people who get out of the “RatRace” in the game the quickest are the people who understand numbers and have creative financialminds. They recognize different financial options. People who take the longest are people who arenot familiar with numbers and often do not understand the power of investing. Rich people are oftencreative and take calculated risks.

    There have been people playing CASHFLOW who gain lots of money in the game, but they don’tknow what to do with it. Most of them have not been financially successful in real life either.

    Everyone else seems to be getting ahead of them, even though they have money. And that is true inreal life. There are a lot of people who have a lot of money and do not get ahead financially.

    7. CHAPTER SEVEN

    Lesson Six: Work to Learn - Don’t Work for Money

    In 1995,1 granted an interview with a newspaper in Singapore. The young female reporter wason time, and the interview got under way immediately. We sat in the lobby of a luxurious hotel,sipping coffee and discussing the purpose of my visit to Singapore. I was to share the platform withZig Ziglar. He was speaking on motivation, and I was speaking on “The Secrets of the Rich.”

    “Someday, I would like to be a best-selling author like you,” she said. I had seen some of thearticles she had written for the paper, and I was impressed. She had a tough, clear style of writing.Her articles held a reader’s interest.

    “You have a great style,” I said in reply. “What holds you back from achieving your dream?”

    “My work does not seem to go anywhere,” she said quietly. “Everyone says that my novels areexcellent, but nothing happens. So I keep my job with the paper. At least it pays the bills. Do youhave any suggestions?”

    “Yes, I do,” I said brightly. “A friend of mine here in Singapore runs a school that trains people tosell. He runs sales-training courses for many of the top corporations here in Singapore, and I thinkattending one of his courses would greatly enhance your career.”

    She stiffened. “Are you saying I should go to school to learn to sell?”

    I nodded.

    “You aren’t serious, are you?”

    Again, I nodded. “What is wrong with that?” I was now backpedaling. She was offended bysomething, and now I was wishing I had not said anything. In my attempt to be helpful, I foundmyself defending my suggestion.

    “I have a master’s degree in English Literature. Why would I go to school to learn to be asalesperson? I am a professional. I went to school to be trained in a profession so I would not haveto be a salesperson. I hate salespeople. All they want is money. So tell me why I should studysales?” She was now packing her briefcase forcibly. The interview was over.

    On the coffee table sat a copy of an earlier best-selling book I wrote. I picked it up as well as thenotes she had jotted down on her legal pad. “Do you see this?” I said pointing to her notes.

    She looked down at her notes. “What,” she said, confused.

    Again, I pointed deliberately to her notes. On her pad she had written “Robert Kiyosaki, best-selling author.”

    “It says ‘best-selling author,’ not best ‘writing’ author.”

    Her eyes widened immediately.

    “I am a terrible writer. You are a great writer. I went to sales school. You have a master’s degree.Put them together and you get a ‘best-selling author’ and a ‘best-writing author.’”

    Anger flared from her eyes. “I’ll never stoop so low as to learn how to sell. People like you haveno business writing. I am a professionally trained writer and you are a salesman. It is not fair.”

    The rest of her notes were put away, and she hurried out through the j, large glass doors into thehumid Singapore morning.

    At least she gave me a fair and favorable write-up the next morning.

    The world is filled with smart, talented, educated and gifted people. We meet them every day.They are all around us.

    A few days ago, my car was not running well. I pulled into a garage, and the young mechanic hadit fixed in just a few minutes. He knew what was wrong by simply listening to the engine. I wasamazed.

    The sad truth is, great talent is not enough.

    I am constantly shocked at how little talented people earn. I heard the other day that less than 5percent of Americans earn more than $100,000 a year. I have met brilliant, highly educated peoplewho earn less than $20,000 a year. A business consultant who specializes in the medical trade wastelling me how many doctors, dentists and chiropractors struggle financially. All this time, I thoughtthat when they graduated, the dollars would pour in. It was this business consultant who gave methe phrase, “They are one skill away from great wealth.”

    What this phrase means is that most people need only to learn and master one more skill andtheir income would jump exponentially. I have mentioned before that financial intelligence is asynergy of accounting, investing, marketing and law. Combine those four technical skills and makingmoney with money is easier. When it comes to money, the only skill most people know is to workhard.

    The classic example of a synergy of skills was that young writer for the newspaper. If shediligently learned the skills of sales and marketing, her income would jump dramatically. If I were her,

    I would take some courses in advertising copywriting as well as sales. Then, instead of working atthe newspaper, I would seek a job at an advertising agency. Even if it were a cut in pay, she wouldlearn how to communicate in “short cuts” that are used in successful advertising. She also wouldspend time learning public relations, an important skill. She would learn how to get millions in freepublicity. Then, at night and on weekends, she could be writing her great novel. When it wasfinished, she would be better able to sell her book. Then, in a short while, she could be a “best-selling author.”

    When I first came out with my first book If You Want To Be Rich and Happy, Don’t Go to School?a publisher suggested I change the tide to The Economics of Education. I told the publisher that witha title like that, I would sell two books: one to my family and one to my best friend. The problem is,they would expect it for free. The obnoxious title If You Want To Be Rich and Happy, Don’t Go toSchool? was chosen because we knew it would get tons of publicity. I am pro-education and believein education reform. Otherwise, why would I continue to press for changing our antiquatededucational system? So I chose a title that would get me on more TV and radio shows, simplybecause I was willing to be controversial. Many people thought I was a fruitcake, but the book soldand sold.

    When I graduated from the U.S. Merchant Marine Academy in 1969, my educated dad washappy. Standard Oil of California had hired me for its oil-tanker fleet. I was a third mate, and the paywas low compared with my classmates, but it was OK for a first real job after college. My startingpay was about $42,000 a year, including overtime, and I only had , to work for seven months. I hadfive months of vacation. If I had wanted to, I could have taken the run to Vietnam with a subsidiaryshipping company, and easily doubled my pay instead of taking the five J months’ vacation.

    I had a great career ahead of me, yet I resigned after six months with the company and joinedthe Marine Corps to learn how to fly. My educated dad was devastated. Rich dad congratulated me.

    In school and in the workplace, the popular opinion is the idea of “specialization.” That is, in orderto make more money or get promoted, you need to “specialize.” That is why medical doctorsimmediately begin to seek a specialty such as orthopedics or pediatrics. The same is true for

    accountants, architects, lawyers, pilots and others.

    My educated dad believed in the same dogma. That is why he was thrilled when he eventuallyachieved his doctorate. He often admitted that schools reward people who study more and moreabout less and less.

    Rich dad encouraged me to do exactly the opposite. “You want to know a little about a lot” washis suggestion. That is why for years I worked in different areas of his companies. For awhile, Iworked in his accounting department. Although I would probably never have been an accountant, hewanted me to learn via “osmosis.” Rich dad knew I would pick up “jargon” and a sense of what isimportant and what is not. I also worked as a bus boy and construction worker, as well as in sales,reservations and marketing. He was “grooming” Mike and me. That is why he insisted we sit in onthe meetings with his bankers, lawyers, accountants and brokers. He wanted us to know a littleabout every aspect of his empire.

    When I quit my high-paying job with Standard Oil, my educated dad had a heart-to-heart with me.He was bewildered. He could not understand my decision to resign from a career that offered highpay, great benefits, lots of time off, and opportunity for promotion. When he asked me one evening,“Why did you quit?” I could not explain it to him, as much as I tried. My logic did not fit his logic. Thebig problem was that my logic was my rich dad’s logic.

    Job security meant everything to my educated dad. Learning meant everything to my rich dad.

    Educated dad thought I went to school to learn to be a ship’s officer. Rich dad knew that I went toschool to study international trade. So as a student, I made cargo runs, navigating large freighters,oil tankers and passenger ships to the Far East and the South Pacific. Rich dad emphasized that Istay in the Pacific instead of taking ships to Europe because he knew that the “emerging nations”were in Asia, not Europe. While most of my classmates, including Mike, were partying at theirfraternity houses, I was studying trade, people, business styles and cultures in Japan, Taiwan,Thailand, Singapore, Hong Kong, Vietnam, Korea, Tahiti, Samoa and the Philippines. I also waspartying, but it was not in any frat house. I grew up rapidly.

    Educated dad just could not understand why I decided to quit and join the Marine Corps. I toldhim I wanted to learn to fly, but really I wanted to learn to lead troops. Rich dad explained to me thatthe hardest part of running a company is managing people. He had spent three years in the Army;my educated dad was draft-exempt. Rich dad told me of the value of learning to lead men intodangerous situations. “Leadership is what you need to learn next,” he said. “If you’re not a goodleader, you’ll get shot in the back, just like they do in business.”

    Returning from Vietnam in 1973,1 resigned my commission, even though I loved flying. I found ajob with Xerox Corp. I joined it for one reason, and it was not for the benefits. I was a shy person,and the thought of selling was the most frightening subject in the world. Xerox has one of the bestsales-training programs in America.

    Rich dad was proud of me. My educated dad was ashamed. Being an intellectual, he thought thatsalespeople were below him. I worked with Xerox for four years until I overcame my fear of knockingon doors and being rejected. Once I could consistently be in the top five in sales, I again resignedand moved on, leaving behind another great career with an excellent company.

    In 1977,1 formed my first company. Rich dad had groomed Mike and me to take over companies.So I now had to learn to form them and put them together. My first product, the nylon and Velcrowallet, was manufactured in the Far East and shipped to a warehouse in New York, near where Ihad gone to school. My formal education was complete, and it was time to test my wings. If I failed, Iwent broke. Rich dad thought it best to go broke before 30. “You still have time to recover” was hisadvice. On the eve of my 30th birthday, my first shipment left Korea for New York.

    Today, I still do business internationally. And as my rich dad encouraged me to do, I keep seekingthe emerging nations. Today my investment company invests in South America, Asia, Norway andRussia. There is an old cliche that goes, “Job is an acronym for ‘Just Over Broke.’” Andunfortunately, I would say that the saying applies to millions of people. Because school does notthink financial intelligence is an intelligence, most workers “live within their means.” They work andthey pay the bills.

    There is another horrible management theory that goes, “Workers work hard enough to not befired, and owners pay just enough so that workers won’t quit.” And if you look at the pay scales ofmost companies, again I would say there is a degree of truth in that statement.

    The net result is that most workers never get ahead. They do what they’ve been taught to do:“Get a secure job.” Most workers focus on working for pay and benefits that reward them in the shortterm, but is often disastrous in the long. Instead I recommend to young people to seek work for whatthey will learn, more than what they will earn. Look down the road at what; skills they want to acquirebefore choosing a specific profession and before getting trapped in the “Rat Race.”

    Once people are trapped in the lifelong process of bill paying, they become like those littlehamsters running around in those little metal wheels. Their little furry legs are spinning furiously, thewheel is turning furiously, but come tomorrow morning, they’ll still be in the same cage: great job.

    In the movie Jerry Maguire, starring Tom Cruise, there are many great one liners. Probably themost memorable is “Show me the money.” But there is one line I thought most truthful. It comes fromthe scene where Tom Cruise is leaving the firm. He has just been fired, and he is asking the entirecompany “Who wants to come with me?” And the whole place is silent and frozen. Only one womanspeaks up and says, “I’d like to but I’m due for a promotion in three months.”

    That statement is probably the most truthful statement in the whole movie. It is the type ofstatement that people use to keep themselves busy working away to pay bills. I know my educateddad looked forward to his pay raise every year, and every year he was disappointed. So he would goback to school to earn more qualifications so he could get another raise, but again, it would beanother disappointment.

    The question I often ask people is, “Where is this daily activity taking you?” Just like the littlehamster, I wonder if people look at where their hard work is taking them. What does the future hold?

    Cyril Brickfield, the former executive director of The American Association of Retired People,reports that “private pensions are in a state of chaos. First of all, 50 percent of the workforce todayhas no pension. That alone should be of great concern. And 75 to 80 percent of the other 50 percenthave ineffective pensions that pay $55 or $150 or $300 a month.”

    In his book The Retirement Myth, Craig S. Karpel writes: “I visited the headquarters of a majornational pension consulting firm and met with a managing director who specializes in designing lushretirement plans for top management. When I asked her what people who don’t have corner officeswill be able to expect in the way of pension income, she said with a confident smile: “The SilverBullet.’

    “ ‘What,’ I asked, ‘is The Silver Bullet?’

    “She shrugged, ‘If baby boomers discover they don’t have enough money to live on when they’reolder, they can always blow their brains out.’” Karpel goes on to explain the difference between theold Defined Benefit retirement plans and the new 401K plans which are riskier. It is not a prettypicture for most people working today. And that is just for retirement. When medical fees and long-term nursing home care are added to the picture, the picture is frightening. In his 1995 book, heindicates that nursing-home fees run from $30,000 to $125,000 per year. He went to a clean no-frillsnursing home in his area and found the price to be $88,000 a year in 1995.

    Already, many hospitals in countries with socialized medicine need to make tough decisions suchas “Who will live and who will die?” They make those decisions purely on how much money theyhave and how old the patients are. If the patient is old, they often will give the medical care tosomeone younger. The older poor patient gets put to the back of the line. So just as the rich canafford better education, the rich will be able to keep themselves alive, while those who have littlewealth will die.

    So I wonder, are workers looking into the future or just until their next paycheck, neverquestioning where they are headed?

    When I speak to adults who want to earn more money, I always recommend the same thing. Isuggest taking a long view of their life. Instead of simply working for the money and security, which Iadmit are important, I suggest they take a second job that will teach them a second skill. Often Irecommend joining a network marketing company, also called multilevel marketing, if they want tolearn sales skills. Some of these companies have excellent training programs that help people getover their fear of failure and rejection, which are the main reasons people are unsuccessful.Education is more valuable than money, in the long run.

    When I offer this suggestion, I often hear in response, “Oh that is too much hassle,” or “I onlywant to do what I am interested in.”

    To the statement of “It’s too much of a hassle,” I ask, “So you would rather work all your lifegiving 50 percent of what you earn to the government’” To the other statement-”! only do what I aminterested in” - I say, “I’m not interested in going to the gym, but I go because I want to feel betterand live longer.”

    Unfortunately, there is some truth to the old statement “You can’t teach an old dog new tricks.”Unless a person is used to changing, it’s hard to change.

    But for those of you who might be on the fence when it comes to the idea of working to learnsomething new, I offer this word of encouragement: Life is much like going to the gym. The mostpainful part is deciding to go. Once you get past that, it’s easy. There have been many days I havedreaded going to the gym, but once I am there and in motion, it is a pleasure. After the workout isover, I am always glad I talked myself into going.

    If you are unwilling to work to learn something new and insist on, instead, becoming highlyspecialized within your field, make sure the company you work for is unionized. Labor unions aredesigned to protect specialists.

    My educated dad, after falling from grace with the governor, became the head of the teachersunion in Hawaii. He told me that it was the hardest job he ever held. My rich dad, on the other hand,spent his life doing his best to keep his companies from becoming unionized. He was successful.Although the unions came close, rich dad was always able to fight them off.

    Personally, I take no sides because I can see the need for and the benefits of both sides. If youdo as school recommends, become highly specialized, then seek union protection. For example, hadI continued on with my flying career, I would have sought a company that had a strong pilots union.Why? Because my life would be dedicated to learn a skill that was valuable in only one industry. If Iwere pushed out of that industry, my life’s skills would not be as valuable to another industry. Adisplaced senior pilot - with 100,000 hours of heavy airline transport time, earning $150,000 a year -would have a hard time finding an equivalent high-paying job in school teaching. The skills do notnecessarily transfer from industry to industry, because the skills the pilots are paid for in the airlineindustry are not as important in, say, the school system.

    The same is true even for doctors today. With all the changes in medicine, many medicalspecialists are needing to conform to medical organizations such as HMO’s. Schoolteachers

    definitely need to be union members. Today in America, the teachers union is the largest and therichest labor union of all. The NEA, National Education Association, has tremendous political clout.Teachers need the protection of their union because their skills are also of limited value to anindustry outside of education. So the rule of thumb is, “Highly specialized, then unionize.” It’s thesmart thing to do.

    When I ask the classes I teach, “How many of you can cook a better hamburger thanMcDonald’s?” almost all the students raise their hands. I then ask, “So if most of you can cook abetter hamburger, how come McDonald’s makes more money than you?”

    The answer is obvious: McDonald’s is excellent at business systems. The reason so manytalented people are poor is because they focus on building a better hamburger and know little tonothing about business systems.

    A friend of mine in Hawaii is a great artist. He makes a sizable amount of money. One day hismother’s attorney called to tell him that she had left him $35,000. That is what was left of her estateafter the attorney and the government took their shares. Immediately, he saw an opportunity toincrease his business by using some of this money to advertise. Two months later, his first four-color,full-page ad appeared in an expensive magazine that targeted the very rich. The ad ran for threemonths. He received no replies from the ad, and all of his inheritance is now gone. He now wants tosue the magazine for misrepresentation.

    This is a common case of someone who can build a beautiful hamburger, but knows little aboutbusiness. When I asked him what he learned, his only reply was that “advertising salespeople arecrooks.” I then asked him if he would be willing to take a course in sales and a course in directmarketing. His reply, “I don’t have the time, and I don’t want to waste my money.”

    The world is filled with talented poor people. All too often, they’re poor or struggle financially orearn less than they are capable of, not because of what they know but because of what they do notknow. They focus on perfecting their skills at building a better hamburger rather than the skills ofselling and delivering the hamburger. Maybe McDonald’s does not make the best hamburger, butthey are the best at selling and delivering a basic average burger.

    Poor dad wanted me to specialize. That was his view on how to be paid more. Even after beingtold by the governor of Hawaii that he could no longer work in state government, my educated dadcontinued to encourage me to get specialized. Educated dad then took up the cause of the teachersunion, campaigning for further protection and benefits for I these highly skilled and educatedprofessionals. We argued often, but I know he never agreed that overspecialization is what causedthe need for union protection. He never understood that the more specialized you become, the moreyou are trapped and dependent on that specialty.

    Rich dad advised that Mike and I “groom” ourselves. Many corporations do the same thing. Theyfind a young bright student out of business school and begin “grooming” that person to somedaytake over the company. So these bright young employees do not specialize in one department; theyare moved from department to department to learn all the aspects of business systems. The richoften “groom” their children or the children of others. By doing so, their children gain an overallknowledge of the operations of the business and how the various departments interrelate.

    For the World War II generation, it was considered “bad” to skip from company to company.Today, it is considered smart. Since people will skip from company to company, rather than seekgreater specialization, why not seek to “learn” more than “earn.” In the short term, it may earn youless. In the long term, it will pay off in large dividends.

    The main management skills needed for success are:

    1. The management of cash flow

    2. The management of systems (including yourself and time with family).

    3. The management of people.

    The most important specialized skills are sales and understanding marketing. It is the ability tosell--therefore, to communicate to another human being, be it a customer, employee, boss, spouseor child-that is the base skill of personal success. It is communication skills such as writing, speakingand negotiating that are crucial to a life of success. It is a skill that I work on constantly, attendingcourses or buying educational tapes to expand my knowledge.

    As I have mentioned, my educated dad worked harder and harder the more competent hebecame. He also became more trapped the more specialized he got. Although his salary went up,his choices diminished. Soon after he was locked out of government work, he found out howvulnerable he really was professionally. It is like professional athletes who suddenly are injured orare too old to play. Their once high-paying position is gone, and they have limited skills to fall backon. I think that is why my educated dad sided so much with unions after that. He realized how mucha union would have benefited him.

    Rich dad encouraged Mike and me to know a little about a lot. He encouraged us to work withpeople smarter than we were and to bring smart people together to work as a team. Today it wouldbe called a synergy of professional specialties.

    Today, I meet ex-schoolteachers earning hundreds of thousands of dollars a year. They earn thatmuch because they have specialized skills in their field as well as other skills. They can teach aswell as sell and market. I know of no other skills to be more important than selling as well asmarketing. The skills of selling and marketing are difficult for most people primarily due to their fearof rejection. The better you are at communicating, negotiating and handling your fear of rejection, theeasier life is. Just as I advised that newspaper writer who wanted to become a “best-selling author,” Iadvise anyone else today. Being technically specialized has its strengths as well as its weaknesses.

    I have friends who are geniuses, but they cannot communicate effectively with other human beingsand, as a result, their earnings are pitiful. I advise them to just spend a year learning to sell. Even ifthey earn nothing, their communication skills will improve. And that is priceless.

    In addition to being good learners, sellers and marketers, we need to be good teachers as wellas good students. To be truly rich, we need to be able to give as well as to receive. In cases offinancial or professional struggle, there is often a lack of giving and receiving. I know many peoplewho are poor because they are neither good students nor good teachers.

    Both of my dads were generous men. Both made it a practice to give first. Teaching was one oftheir ways of giving. The more they gave, the more they received. One glaring difference was in thegiving of money. My rich dad gave lots of money away. He gave to his church, to charities, to hisfoundation. He knew that to receive money, you had to give money. Giving money is the secret tomost great wealthy families. That is why there are organizations like the Rockefeller Foundation andthe Ford Foundation. These are organizations designed to take their wealth and increase it, as wellas give it away in perpetuity.

    My educated dad always said, “When I have some extra money, I’ll give it.” The problem was,there was never any extra. So he worked harder to draw more money in rather than focus on themost important law of money: “Give and you shall receive.” Instead, he believed in “Receive andthen you give.”

    In conclusion, I became both dads. One part of me is a hard-core capitalist who loves the gameof money making money. The other side is a socially responsible teacher who is deeply concernedwith this ever-widening gap between the haves and have-nots. I personally hold the archaiceducational system primarily responsible for this growing gap.

    8. CHAPTER EIGHT

    Overcoming Obstacles

    Once people have studied and become financially literate, they may still face roadblocks tobecoming financially independent. There are five main reasons why financially literate people maystill not develop abundant asset columns. Asset columns that could produce large sums of cash flow.Asset columns that could free them to live the life they dream of, instead of working full time just topay bills. The five reasons are:

    1. Fear.

    2. Cynicism.

    3. Laziness.

    4. Bad habits.

    5. Arrogance.

    Reason No. 1. Overcoming the fear of losing money. I have never met anyone who reallylikes losing money. And in all my years, I have never met a rich person who has never lost money.But I have met a lot of poor people who have never lost a dime. . .investing, that is.

    The fear of losing money is real. Everyone has it. Even the rich. But it’s not fear that is theproblem. It’s how you handle fear. It’s how you handle losing. It’s how you handle failure that makesthe difference in one’s life. That goes for anything in life, not just money. The primary differencebetween a rich person and a poor person is how they handle that fear.

    It’s OK to be fearful. It’s OK to be a coward when it comes to money. You can still be rich. We’reall heroes at something and cowards at something else. My friend’s wife is an emergency roomnurse. When ; she sees blood, she flies into action. When I mention investing, she runs away. WhenI see blood, I don’t run, I pass out. My rich dad understood phobias about money. “Some people areterrified of snakes. Some people are terrified about losing money. Both are phobias,” he would say.So his solution to the phobia of losing money was this little rhyme: “If you hate risk and worry. . .startearly.”

    That’s why banks recommend savings as a habit when you’re young. If you start young, it’s easyto be rich. I won’t go into it here, but there is a large difference between a person who starts savingat age 20 versus age 30. A staggering difference.

    It is said that one of the wonders of the world is the power of compound interest. The purchase ofManhattan Island is said to be one of the greatest bargains of all time. New York was purchased for$24 in trinkets and beads. Yet, if that $24 had been invested, at 8 percent annually, that $24 wouldhave been worth more than $28 trillion by 1995, Manhattan could be repurchased with money leftover to buy much of L.A., especially at 1995’s real estate prices.

    My neighbor works for a major computer company. He has been there 25 years. In five moreyears he will leave the company with $4 million in his 401k retirement plan. It is invested mostly inhigh-growth mutual funds, which he will convert to bonds and government securities. He’ll only be 55when he gets out, and he will have -a passive cash flow of over $300,000 a year, more than hemakes from his salary. So it can be done, even if you hate losing or hate risk. But you must startearly and definitely set up a retirement plan, and you should hire a financial planner you trust toguide you before investing in anything.

    But what if you don’t have much time left or would like to retire early? How do you handle thefear of losing money?

    My poor dad did nothing. He simply avoided the issue, refusing to discuss the subject.

    My rich dad, on the other hand, recommended that I think like a Texan. “I like Texas and Texans,”he used to say. “In Texas, everything is bigger. When Texans win, they win big. And when they lose,it’s spectacular.”

    “They like losing?” I asked.

    “That’s not what I’m saying. Nobody likes losing. Show me a happy loser, and I’ll show you aloser,” said rich dad. “It’s a Texan’s attitude toward risk, reward and failure I’m talking about. It’s howthey handle life. They live it big. Not like most of the people around here, living like roaches when itcomes to money. Roaches terrified that someone will shine a light on them. Whimpering when thegrocery clerk short changes them a quarter.”

    Rich dad went on to explain.

    “What I like best is the Texas attitude. They’re proud when they win, and they brag when theylose. Texans have a saying, “If you’re going to go broke, go big. You don’t want to admit you wentbroke over a duplex. Most people around here are so afraid of losing, they don’t have a duplex to gobroke with.”

    He constantly told Mike and me that the greatest reason for lack of financial success wasbecause most people played it too safe. “People are so afraid of losing that they lose” were hiswords.

    Fran Tarkenton, a one-time great NFL quarterback, says it still another way: “Winning meansbeing unafraid to lose.”

    In my own life, I’ve noticed that winning usually follows losing. Before I finally learned to ride abike, I first fell down many times. I’ve never met a golfer who has never lost a golf ball. I’ve nevermet people who have fallen in love who have never had their heart broken. And I’ve never metsomeone rich who has never lost money.

    So for most people, the reason they don’t win financially is because the pain of losing money isfar greater than the joy of being rich. Another saying in Texas is, “Everyone wants to go to Heaven,but no one wants to die.” Most people dream of being rich, but are terrified of losing money. So theynever get to Heaven.

    Rich dad used to tell Mike and me stories about his trips to Texas. “If you really want to learn theattitude of how to handle risk, losing and failure, go to San Antonio and visit the Alamo. The Alamo isa great story of brave people who chose to fight, knowing there was no hope of success againstoverwhelming odds. They chose to die instead of surrendering. It’s an inspiring story worthy of study;nonetheless, it’s still a tragic military defeat. They got their butts kicked. A failure if you will. They lost.So how do Texans handle failure? They still shout, ‘Remember the Alamo!”’

    Mike and I heard this story a lot. He always told us this story when he was about to go into a bigdeal and he was nervous. After he had done all his due diligence and now it was put up or shut up,he told us this story. Every time he was afraid of making a mistake, or losing money, he told us thisstory. It gave him strength, for it reminded him that he could always turn a financial loss into afinancial win. Rich dad knew that failure would only make him stronger and smarter. It’s not that! hewanted to lose; he just knew who he was and how he would take a loss. He would take a loss andmake it a win. That’s what made him a winner and others losers. It gave him the courage to crossthe line when others backed out. “That’s why I like Texans so much. They took a great failure andturned it into a tourist destination that makes them millions.”

    But probably his words that mean the most to me today are these: “Texans don’t bury theirfailures. They get inspired by them. They take their failures and turn them into rallying cries. Failureinspires Texans to become winners. But that formula is not just the formula for Texans. It is theformula for all winners.”

    Just as I also said that falling off my bike was part of learning to ride. I remember falling off onlymade me more determined to ieam to ride. Not less. I also said that I have never met a golfer whohas never lost a ball. To be a top professional golfer, losing a ball or a tournament only inspiresgolfers to be better, to practice harder, to study more. That’s what makes them better. For winners,losing inspires them. For losers, losing defeats them.

    Quoting John D. Rockefeller, “I always tried to turn every disaster into an opportunity.”

    And being Japanese-American, I can say this. Many people say that Pearl Flarbor was anAmerican mistake. I say it was a Japanese mistake. From the movie Tora, Tora, Tom, a somberJapanese admiral says to his cheering subordinates, “I am afraid we have awakened a sleepinggiant.” “Remember Pearl Harbor” became a rallying cry. It turned one of America’s greatest lossesinto the reason to win. This great defeat gave America strength, and America soon emerged as aworld power.

    Failure inspires winners. And failure defeats losers. It is the biggest secret of winners. It’s thesecret that losers do not know. The greatest secret of winners is that failure inspires winning; thus,they’re not afraid of losing. Repeating Fran Tarkenton’s quote, “Winning means being unafraid tolose.” People like Fran Tarkenton are not afraid of losing because they know who they are. Theyhate losing, so they know that losing will only inspire them to become better. There is a bigdifference between hating losing and being afraid to lose. Most people are so afraid of losing moneythat they lose. They go broke over a duplex. Financially they play life too safe and too small. Theybuy big houses and big cars, but not big investments. The main reason that over 90 percent of theAmerican public struggles financially is because they play not to lose. They don’t play to win.

    They go to their financial planners or accountants or stockbrokers and buy a balanced portfolio.Most have lots of cash in CDs, low-yield bonds, mutual funds that can be traded within a mutual-fundfamily, and a few individual stocks. It is a safe and sensible portfolio. But it is not a winning portfolio.

    It is a portfolio of someone playing not to lose.

    Don’t get me wrong. It’s probably a better portfolio than more than 70 percent of the population,and that’s frightening. Because a safe portfolio is a lot better than no portfolio. It’s a great portfolio forsomeone who loves safely. But playing it safe and going “balanced” on your investment portfolio isnot the way successful investors play the game. If you have little money and you want to be rich, youmust first be “focused,” not “balanced.” If you look at anyone successful, at the start they were notbalanced. Balanced people go nowhere. They stay in one spot. To make progress, you must first gounbalanced. Just look at how you make progress walking.

    Thomas Edison was not balanced. He was focused. Bill Gates was not balanced. He wasfocused. Donald Trump is focused. George Soros is focused. George Patton did not take his tankswide. He focused them and blew through the weak spots in the German line. The French went widewith the Maginot Line, and you know what happened to them.

    If you have any desire of being rich, you must focus. Put a lot of your eggs in a few baskets. Donot do what poor and middle class people do: put their few eggs in many baskets.

    If you hate losing, play it safe. If losing makes you weak, play it safe. Go with balancedinvestments. If you’re over 25 years old and are terrified of taking risks, don’t change. Play it safe,but start early. Start accumulating your nest egg early because it will take time.

    But if you have dreams of freedom-of getting out of the rat race- the first question to ask yourself

    is, “How do I respond to failure?” If failure inspires you to win, maybe you should go for it-but onlymaybe. If failure makes you weak or causes you to throw temper tantrums-like spoiled brats who callan attorney to file a lawsuit every time something does not go their way-then play it safe. Keep yourdaytime job. Or buy bonds or mutual funds. But remember, there is risk in those financial instrumentsalso, even though they are safer.

    I say all this, mentioning Texas and Fran Tarkenton, because stacking the asset column is easy.It’s really a low-aptitude game. It doesn’t take much education. Fifth-grade math will do. But stakingthe asset column is a high-attitude game. It takes guts, patience and a great attitude toward failure.Losers avoid failing. And failure turns losers into winners. Just remember the Alamo.

    Reason No. 2. Overcoming cynicism. “The sky is falling. The sky is falling.” Most of us knowthe story of “Chicken Little,” who ran around warning the barnyard of impending doom. We all knowpeople who are that way. But we all have a “Chicken Little” inside each of us.

    And as I stated earlier, the cynic is really a little chicken. We all get a little chicken when fear anddoubt cloud our thoughts.

    All of us have doubts. “I’m not smart.” “I’m not good enough.” “So and so is better than me.” Orour doubts often paralyze us. We play the “What if?” game. “What if the economy crashes right afterI invest?” Or “What if I lose control and I can’t pay the money back?” “What if things don’t go as Iplanned?” Or we have friends or loved ones who will remind us of our shortcomings regardless ofwhether we ask. They often say, “What makes you think you can do that?” Or “If it’s such a goodidea, how come someone else hasn’t done it?” Or “That will never work. You don’t know what you’retalking about.” These words of doubt often get so loud that we fail to act. A horrible feeling builds inour stomach. Sometimes we can’t sleep. We fail to move forward. So we stay with what is safe andopportunities pass us by. We watch life passing by as we sit immobilized with a cold knot in ourbody. We have all felt this at one time in our lives, some more than others.

    Peter Lynch of Fidelity Magellan mutual fund fame refers to warnings about the sky falling as“noise,” and we all hear it.

    “Noise” is either created inside our heads or comes from outside. Often from friends, family, co-workers and the media. Lynch recalls the time during the 1950s when the threat of nuclear war wasso prevalent in the news that people began building fallout shelters and storing food and water. Ifthey had invested that money wisely in the market, instead of building a fallout shelter, they’dprobably be financially independent today.

    When the riots broke out in Los Angeles a few years ago, gun sales went up all over the country.A person dies from rare hamburger meat in Washington State and the Arizona Health Departmentorders restaurants to have all beef cooked well-done. A drug company runs a national TVcommercial showing people catching the flu. The ad runs in February. Colds go up as well as salesof their cold medicine.

    Most people are poor because when it comes to investing, the world is filled with Chicken Littlesrunning around yelling, “The sky is falling. The sky is falling.” And Chicken Littles are effectivebecause everyone of us is a little chicken. It often takes great courage to not let rumors and talk ofdoom and gloom affect your doubts and fears.

    In 1992, a friend named Richard came from Boston to visit my wife and me in Phoenix. He wasimpressed with what we had done through stocks and real estate. The prices of real estate inPhoenix were depressed. We spent two days with him showing him what we thought were excellentopportunities for cash flow and capital appreciation.

    My wife and I are not real estate agents. We are strictly investors. After identifying a unit in aresort community, we called an agent who sold it to him that afternoon. The price was a mere

    $42,000 for a two-bedroom townhome. Similar units were going for $65,000. He had found abargain. Excited, he bought it and returned to Boston.

    Two weeks later, the agent called to say that our friend had backed out. I called immediately tofind out why. All he said was that he talked to his neighbor, and his neighbor told him it was a baddeal. He was paying too much.

    I asked Richard if his neighbor was an investor. Richard said “no.” When I asked why he listenedto him, Richard got defensive and simply said he wanted to keep looking.

    The real estate market in Phoenix turned, and by 1994, that little unit was renting for $1,000 amonth - $2,500 in the peak winter months. The unit was worth $95,000 in 1995. All Richard had toput down was $5,000 and he would have had a start at getting out of the rat race. Today, he still hasdone nothing. And the bargains in Phoenix are still here; you just have to look a lot harder.

    Richard’s backing out did not surprise me. It’s called “buyer’s remorse,” and it affects all of us.

    It’s those doubts that get us. The little 1 chicken won, and a chance at freedom was lost.

    In another example, I hold a small portion of my assets in tax lien certificates instead of CDs. Iearn 16 percent per year on my money, which certainly beats the 5 percent the bank offers. Thecertificates are secured by real estate and enforced by state law, which is also better than mostbanks. The formula they’re bought on makes them safe. They just lack liquidity. So I look at them as2 to 7-year CDs. Almost every time I tell someone, especially if they have money in CDs, that I holdmy money this way, they will tell me it’s risky. They tell me why I should not do it. When I ask themwhere they get their information, they say from a friend or an investment magazine. They’ve neverdone it, and they’re telling someone who’s doing it why they shouldn’t. The lowest I yield I look for is16 percent, but people who are filled with doubt are willing to accept 5 percent. Doubt is expensive.

    My point is that it’s those doubts and cynicism that keep most people? poor and playing it safe.The real world is simply waiting for you to get rich. Only a person’s doubts keep them poor. As Isaid, getting out of the rat race is technically easy. It doesn’t take much education, but those doubtsare cripplers for most people.

    “Cynics never win,” said rich dad. “Unchecked doubt and fear creates a cynic. Cynics criticize,and winners analyze” was another of his favorite sayings. Rich dad explained that criticism blindedwhile analysis opened eyes. Analysis allowed winners to see that critics were blind, and to seeopportunities that everyone else missed. And finding what people miss is key to any success.

    Real estate is a powerful investment tool for anyone seeking financial independence or freedom.

    It is a unique investment tool. Yet, every time I mention real estate as a vehicle, I often hear, “I don’twant to fix toilets.” That’s what Peter Lynch calls “noise.” That’s what my rich dad would say is thecynic talking. Someone who criticizes and does not analyze. Someone who lets their doubts andfears close their mind instead of open their eyes.”

    So when someone says, “I don’t want to fix toilets,” I want to fire back, “What makes you think Iwant to?” They’re saying a toilet is more important than what they want. I talk about freedom fromthe rat race, and they focus on toilets. That is the thought pattern that keeps most people poor. Theycriticize instead of analyze.

    “ ‘I don’t wants’ hold the key to your success,” rich dad would say.

    Because I, too, do not want to fix toilets, I shop hard for a property manager who does fix toilets.And by finding a great property manager who runs houses or apartments, well, my cash flow goesup. But more importantly a great property manager allows me to buy a lot more real estate since Idon’t have to fix toilets. A great property manager is key to success in real estate. Finding a goodmanager is more important to me than the real estate. A great property manager often hears of great

    deals before real estate agents do, which makes them even more valuable.

    That is what rich dad meant by “ ‘I don’t wants’ hold the key to your success.” Because I do notwant to fix toilets either, I figured out how to buy more real estate and expedite my getting out of therat race. The people who continue to say “I don’t want to fix toilets” often deny themselves the use ofthis powerful investment vehicle. Toilets are more important than their freedom.

    In the stock market, I often hear people say, “I don’t want to lose money.” Well, what makes themthink I or anyone else likes losing money? They don’t make money because they chose to not losemoney. Instead of analyzing, they close their minds to another powerful investment vehicle, the stockmarket.

    In December 1996, I was riding with a friend past our neighborhood gas station. He looked upand saw that the price of oil was going up. My friend is a worry wart or a “Chicken Little.” To him, thesky is always going to fall, and it usually does, on him.

    When we got home, he showed me all the stats as to why the price of oil was going to go upover the next few years. Statistics I had never seen before, even though I already owned asubstantial share block of an existing oil company. With that information, I immediately began lookingfor and found a new undervalued oil company that was about to find some oil deposits. My brokerwas excited about this new company, and I bought 15,000 shares for 65 cents per share.

    In February 1997, this same friend and I drove by the same gas station, and sure enough, theprice per gallon had gone up nearly 15 percent. Again, the “Chicken Little” worried and complained. Ismiled because in January 1997, that little oil company hit oil and those 15,000 shares went up tomore than $3 per share since he had first given me the tip. And the price of gas will continue to goup if what my friend says is true.

    Instead of analyzing, their little chicken closes their mind. If most people understood how a “stop”worked in stock-market investing, there would be more people -investing to win instead of investingnot to lose. A “stop” is simply a computer command that sells your stock automatically if the pricebegins to drop, helping to minimize your losses and maximize some gains. It’s a great tool for thosewho are terrified of losing.

    So whenever I hear people focusing on their “I don’t wants,” rather than what they do want, Iknow the “noise” in their head must be loud. Chicken Little has taken over their brain and is yelling,“The sky is falling and toilets are breaking.” So they avoid their “don’t wants,” but they pay a hugeprice. They may never get what they want in life.

    Rich dad gave me a way of looking at Chicken Little. “Just do what Colonel Sanders did.” At theage of 66, he lost his business and began to live on his Social Security check. It wasn’t enough. Hewent around, the country selling his recipe for fried chicken. He was turned down 1,009 times beforesomeone said “yes.” And he went on to become a multimillionaire at an age when most people arequitting. “He was a brave and tenacious man,” rich dad said of Harlan Sanders.

    So when you’re in doubt and feeling a little afraid, just do what Col. Sanders did to his littlechicken. He fried it.

    Reason No. 3. Laziness. Busy people are often the most lazy. We have all heard stories of abusinessman who works hard to earn money. He works hard to be a good provider for his wife andchildren. He spends long hours at the office and brings work home on weekends. One day he comeshome to an empty house. His wife has left with the kids. He knew he and his wife had problems, butrather than work to make the relationship strong, he stayed busy at work. Dismayed, hisperformance at work slips and he loses his job.

    Today, I often meet people who are too busy to take care of their wealth. And there are people

    too busy to take care of their health. The cause is the same. They’re busy, and they stay busy as away of avoiding something they do not want to face. Nobody has to tell them. Deep down they know.In fact, if you remind them, they often respond with anger or irritation.

    If they aren’t busy at work or with the kids, they’re often busy watching TV, fishing, playing golf orshopping. Yet, deep down they know they are avoiding something important. That’s the mostcommon form of laziness. Laziness by staying busy.

    So what is the cure for laziness? The answer is a little greed.

    For many of us, we were raised thinking of greed or desire as bad. “Greedy people are badpeople,” my mom use to say. Yet, we all have inside of us this yearning to have nice things, newthings or exciting things. So to keep that emotion of desire under control, often parents found waysof suppressing that desire with guilt.

    “You only think about yourself. Don’t you know you have brothers and sisters?” was one of mymom’s favorites. Or “You want me to buy you what?” was a favorite of my dad. “Do you think we’remade of money? Do you think money grows on trees? We’re not rich people, you know.”

    It wasn’t so much the words but the angry guilt-trip that went with the words that got to me.

    Or the reverse guilt-trip was the “I’m sacrificing my life to buy this for you. I’m buying this for youbecause I never had this advantage when I was a kid.” I have a neighbor who is stone broke, butcan’t park his car in his garage. The garage is filled with toys for his kids. Those spoiled brats geteverything they ask for. “I don’t want them to know the feeling of want” are his everyday words. Hehas nothing set aside for their college or his retirement, but his kids have every toy ever made. Herecently got a new credit card in the mail and took his kids to visit Las Vegas. “I’m doing it for thekids,” he said with great sacrifice.

    Rich dad forbade the words “I can’t afford it.”

    In my real home, that’s all I heard. Instead, rich dad required his children to say, “How can Iafford it?” His reasoning, the words “I can’t afford it” shut down your brain. It didn’t have to thinkanymore. “How can I afford it’” opened up the brain. Forced it to think and search for answers.

    But most importantly, he felt the words “I can’t afford it” were a lie. And the human spirit knew it.“The human spirit is very, very, powerful,” he would say. “It knows it can do anything.” By having alazy mind that says, “I can’t afford it,” a war breaks out inside you. Your spirit is angry, and your lazymind must defend its lie. The spirit is screaming, “Come on. Let’s go to the gym and work out.” Andthe lazy mind says, “But I’m tired. I worked really hard today.” Or the human spirit says, “I’m sick andtired of being poor. Let’s get out there and get rich.” To which the lazy mind says, “Rich people aregreedy. Besides it’s too much bother.

    It’s not safe. I might lose money. I’m working hard enough as it is. I’ve got too much to do atwork anyway. Look at what I have to do tonight. My boss wants it finished by the morning.”

    “I can’t afford it” also brings up sadness. A helplessness that leads to despondency and oftendepression. “Apathy” is another word. “How can I afford it?” opens up possibilities, excitement anddreams. So rich dad was not so concerned about what you wanted to buy, but that “How can I affordit?” created a stronger mind and a dynamic spirit.

    Thus, he rarely gave Mike or me anything. Instead he would ask, “How can you afford it?” andthat included college, which we paid for ourselves. It was not the goal but the process of attainingthe goal we desired that he wanted us to learn. The problem I sense today is that there are millionsof people who feel guilty about their greed. It’s an old conditioning from their childhood. Their desireto have the finer things that life offers. Most have been conditioned subconsciously to say, “You can’thave that,” or “You’ll never afford that.”

    When I decided to exit the rat race, it was simply a question. “How can I afford to never workagain?” And my mind began to kick out answers and solutions. The hardest part was fighting my realparents’ dogma of “We can’t afford that.” Or “Stop thinking only about yourself.” Or “Why don’t youthink about others?” and other such words designed to instill guilt to suppress my greed.

    So how do you beat laziness? The answer is a little greed. It’s that radio station WII-FM, whichstands for “What’s In It-For Me?” A person needs to sit down and ask, “What’s in it for me if I’mhealthy, sexy and good looking?” Or “What would my life be like if I never had to work again?” Or“What would I do if I had all the money I needed?” Without that little greed, the desire to havesomething better, progress is not made. Our world progresses because we all desire a better life.New inventions are made because we desire something better. We go to school and study hardbecause we want something better. So whenever you find yourself avoiding something you knowyou should be doing, then the only thing to ask yourself is “What’s in it for me?” Be a little greedy. It’sthe best cure for laziness.

    Too much greed, however, as anything in excess can be, is not good. But just remember whatMichael Douglas said in the movie Wall Street. “Greed is good.” Rich dad said it differently: “Guilt isworse than greed.”

    For guilt robs the body of its soul.” And to me, Eleanor Roosevelt said it best: “Do what you feelin your heart to be right-for you’ll be criticized anyway. You’ll be damned if you do, and damned ifyou don’t.”

    Reason No. 4. Habits. Our lives are a reflection of our habits more than our education. Afterseeing the movie Conan, starring Arnold Schwarzenegger, a friend said, “I’d love to have a body likeSchwarzenegger.” Most of the guys nodded in agreement.

    “I even heard he was really puny and skinny at one time,” another friend added.

    “Yeah, I heard that too,” another one added. “I heard he has a habit of working out almost everyday in the gym.”

    “Yeah, I’ll bet he has to.”

    “Nah,” said the group cynic. “I’ll bet he was born that way. Besides, let’s stop talking aboutArnold and get some beers.”

    This is an example of habits controlling behavior. I remember asking my rich dad about the habitsof the rich. Instead of answering me outright, he wanted me to learn through example, as usual.

    “When does your dad pay his bills?” rich dad asked.

    “The first of the month,” I said.

    “Does he have anything left over?” he asked.

    “Very little,” I said.

    “That’s the main reason he struggles,” said rich dad. “He has bad habits.”

    “Your dad pays everyone else first. He pays himself last, but only if he has anything left over.”

    “Which he usually doesn’t,” I said. “But he has to pay his bills, doesn’t he? You’re saying heshouldn’t pay his bills?”

    “Of course not,” said rich dad. “I firmly believe in paying my bills on time. I just pay myself first.Before I pay even the government.”

    “But what happens if you don’t have enough money?” I asked. “What do you do then?”

    “The same,” said rich dad. “I still pay myself first. Even if I’m short of money. My asset column is

    far more important to me than the government.”

    “But,” I said. “Don’t they come after you?”

    “Yes, if you don’t pay,” said rich dad. “Look, I did not say not to pay. I just said I pay myself first,even if I’m short of money.”

    “But,” I replied. “How do you do that’”

    “It’s not how. The question is ‘Why,’” rich dad said.

    “OK, why?”

    “Motivation,” said rich dad “Who do you think will complain louder if I don’t pay them - me or mycreditors?”

    “Your creditors will definitely scream louder than you,” I said, responding to the obvious. “Youwouldn’t say anything if you didn’t pay yourself.”

    “So you see, after paying myself, the pressure to pay my taxes and the other creditors is so greatthat it forces me to seek other forms of income. The pressure to pay becomes my motivation. I’veworked extra jobs, started other companies, traded in the stock market, anything just to make surethose guys don’t start yelling at me. That pressure made me work harder, forced me to think, and allin all made me smarter and more active when it comes to money. If I had paid myself last, I wouldhave felt no pressure, but I’d be broke.”

    “So it is the fear of the government or other people you owe money I to that motivates you?”

    “That’s right,” said rich dad. “You see, government bill collectors are big bullies. So are billcollectors in general. Most people give into these bullies. They pay them and never pay themselves.You know the story of the 96-pound weakling who gets sand kicked in his face?”

    I nodded. “I see that ad for weightlifting and bodybuilding lessons in the comic books all thetime.”

    “Well, most people let the bullies kick sand in their faces. I decided to use the fear of the bully tomake me stronger. Others get weaker. Forcing myself to think about how to make extra money is likegoing to the gym and working out with weights. The more I work my mental money muscles out, thestronger I get. Now, I’m not afraid of those bullies.

    I liked what rich dad was saying. “So if I pay myself first, I get financially stronger, mentally andfiscally.”

    Rich dad nodded.

    “And if I pay myself last, or not at all, I get weaker. So people like bosses, managers, taxcollectors, bill collectors and landlords push me around all my life. Just because I don’t have goodmoney habits.”

    Rich dad nodded. “Just like the 96-pound weakling.”

    Reason No. 5. Arrogance. Arrogance is ego plus ignorance. “What I know makes me money.What I don’t know loses me money. Every time I have been arrogant, I have lost money. Becausewhen I’m arrogant, I truly believe that what I don’t know is not important,” rich dad would often tellme.

    I have found that many people use arrogance to try to hide their own ignorance. It often happenswhen I am discussing financial statements with accountants or even other investors.

    They try to bluster their way through the discussion. It is clear to me that they don’t know whatthey’re talking about. They’re not lying, but they are not telling the truth.

    There are many people in the world of money, finances and investments who have absolutely noidea what they’re talking about. Most people in the money industry are just spouting off sales pitcheslike used-car salesmen.

    When you know you are ignorant in a subject, start educating yourself by finding an expert in thefield or find a book on the subject.

    9. CHAPTER NINE

    Getting Started

    I wish I could say acquiring wealth was easy for me, but it wasn’t.

    So in response to the question “How do I start?” I offer the thought process I go through on aday-by-day basis. It really is easy to find great deals. I promise you that. It’s just like riding a bike.After a little wobbling, it’s a piece of cake. But when it comes to money, it’s the determination to getthrough the wobbling that’s a personal thing.

    To find million-dollar “deals of a lifetime” requires us to call on our financial genius. I believe thateach of us has a financial genius within us. The problem is, our financial genius lies asleep, waitingto be called upon. It lies asleep because our culture has educated us into believing that the love ofmoney is the root of all evil. It has encouraged us to learn a profession so we can work for money,but failed to teach us how to have money work for us. It taught us not to worry about our financialfuture, our company or the government would take care of us when our working days are over.However, it is our children, educated in the same school system, who will end up paying for it. Themessage is still to work hard, earn money and spend it, and when we run short, we can alwaysborrow more.

    Unfortunately, 90 percent of the Western world subscribes to the above dogma, simply becauseit’s easier to find a job and work for money. If you are not one of the masses, I offer you the followingten steps to awaken your financial genius. I simply offer you the steps I have personally followed. Ifyou want to follow some of them, great. If you don’t, make up your own. Your financial genius issmart enough to develop its own list.

    While in Peru, with a gold miner of 45 years, I asked him how he was so confident about findinga gold mine. He replied, “There is gold everywhere. Most people are not trained to see it.”

    And I would say that is true. In real estate, I can go out and in a day come up with four or fivegreat potential deals, while the average person will go out and find nothing. Even looking in thesame neighborhood. The reason is they have not taken the time to develop their financial genius.

    I offer you the following ten steps as a process to develop your God-given powers. Powers onlyyou have control over.

    1. I NEED A REASON GREATER THAN REALITY: The power of spirit. If you ask most peopleif they would like to be rich or financially free, they would say “yes.” But then reality sets in. The roadseems too long with too many hills to climb. It’s easier to just work for money and hand the excessover to your broker. I once met a young woman who had dreams of swimming for the U.S Olympicteam. The reality was, she had to get up every morning at 4 a.m. to swim for three hours beforegoing to school. She did not party with her friends on Saturday night. She had to study and keep hergrades up, just like everyone else.

    When I asked her what compelled her with such super-human ambition and sacrifice, she simplysaid, “I do it for myself and the people I love. It’s love that gets me over the hurdles and sacrifices.”

    A reason or a purpose is a combination of “wants” and “don’t wants.” When people ask me whatmy reason for wanting to be rich is, it is a combination of deep emotional “wants” and “don’t wants.”

    I will list a few. First the “don’t wants,” for they create the “wants.” I don’t want to work all my life.

    I don’t want what my parents aspired for, which was job security and a house in the suburbs. I don’tlike being an employee. I hated that my dad always missed my football games because he was sobusy working on his career. I hated it when my dad worked hard all his life and the government took

    most of what he worked for at his death. He could not even pass on what he worked so hard forwhen he died. The rich don’t do that. They work hard and pass it on to their children.

    Now the wants. I want to be free to travel the world and live in the lifestyle I love. I want to beyoung when I do this. I want to simply be free. I want control over my time and my life. I want moneyto work for me.

    Those are my deep-seated, emotional reasons. What are yours? If they are not strong enough,then the reality of the road ahead may be greater than your reasons. I have lost money and been setback many times, but it was the deep emotional reasons that kept me standing up and goingforward. I wanted to be free by age 40, but it took me until I was 47 with many learning experiencesalong the way.

    As I said, I wish I could say it was easy. It wasn’t, but it wasn’t hard either. But without a strongreason or purpose, anything in life is hard.

    IF YOU DO NOT HAVE A STRONG REASON, THERE IS NO SENSE READING FURTHER. ITWILL SOUND LIKE TOO MUCH WORK.

    2.1 CHOOSE DAILY: The power of choice. That is the main reason people want to live in a freecountry. We want the power to choose.

    Financially, with every dollar we get in our hands, we hold the power to choose our future to berich, poor or middle class. Our spending habits reflect who we are. Poor people simply have poorspending habits.

    The benefit I had as a boy was that I loved playing Monopoly constantly. Nobody told meMonopoly was only for kids, so I just kept playing the game as an adult. I also had a rich dad whopointed out to me the difference between an asset and a liability. So a long time ago, as a little boy,

    I chose to be rich, and I knew that all I had to do was learn to acquire assets, real assets. My bestfriend, Mike, had an asset column handed to him, but he still had to choose to learn to keep it. Manyrich families lose their assets in the next generation simply because there was no one trained to be agood steward over their assets.

    Most people choose not to be rich. For 90 percent of the population, being rich is “too much of ahassle.” So they invent sayings that go, “I’m not interested in money.” Or “I’ll never be rich.” Or “Idon’t have to worry, I’m still young.” Or “When I make some money, then I’ll think about my future.”

    Or “My husband/wife handles the finances.” The problem with those statements is they rob theperson who chooses to think such thoughts of two things: one is time, which is your most preciousasset, and two is learning. Just because you have no money, should not be an excuse to not learn.But that is a choice we all make daily, the choice of what we do with our time, our money and whatwe put in our heads. That is the power of choice. All of us have choice. I just choose to be rich, and Imake that choice every day.

    INVEST FIRST IN EDUCATION: In reality, the only real asset you have is your mind, the mostpowerful tool we have dominion over. Just as I said about the power of choice, each of us has thechoice of what we put in our brain once we’re old enough. You can watch MTV all day, or read golfmagazines, or go to ceramics class or a class on financial planning. You choose. Most people simplybuy investments rather than first invest in learning about investing.

    A friend of mine, who is a rich woman, recently had her apartment burglarized. The thieves tookher TV and VCR and left all the books she reads. And we all have that choice. Again, 90 percent ofthe population buys TV sets and only about 10 percent buy books on business or tapes on

    investments.

    So what do I do? I go to seminars. I like it when they are at least two days long because I like toimmerse myself in a subject. In 1973, I was watching TV and this guy came on advertising a three-day seminar on how to buy real estate for nothing down. I spent $385 and that course has made meat least $2 million, if not more. But more importantly, it bought me life. I don’t have to work for therest of my life because of that one course. I go to at least two such courses every year.

    I love audio tapes. The reason: I can rewind quickly. I was listening to a tape by Peter Lynch, andhe said something I completely disagreed with. Instead of becoming arrogant and critical, I simplypushed “rewind” and I listened to that five-minute stretch of tape at least twenty times. Possiblymore. But suddenly, by keeping my mind open, I understood why he said what he said. It was likemagic. I felt like I had a window into the mind of one of the greatest investors of our time. I gainedtremendous depth and insight into the vast resources of his education and experience.

    The net result: I still have the old way I used to think, and I have Peter’s way of looking at thesame problem or situation. I have two thoughts instead of one. One more way to analyze a problemor trend, and that is priceless. Today, I often say, “How would Peter Lynch do this, or Donald Trumpor Warren Buffett or George Soros?” The only way I can access their vast mental power is to behumble enough to read or listen to what they have to say. Arrogant or critical people are often peoplewith low self-esteem who are afraid of taking risks. You see, if you learn something new, you arethen required to make mistakes in order to fully understand what you have learned.

    If you have read this far, arrogance is not one of your problems. Arrogant people rarely read orbuy tapes. Why should they? They are the center of the universe.

    There are so many “intelligent” people who argue or defend when a new idea clashes with theway they think. In this case, their so-called “intelligence” combined with “arrogance” equals“ignorance”. Each of us knows people who are highly educated, or believe they are smart, but theirbalance sheet paints a different picture. A truly intelligent person welcomes new ideas, for new ideascan add to the synergy of other accumulated ideas. Listening is more important than talking. If thatwas not true, God would not have given us two ears and only one mouth. Too many people thinkwith their mouth instead of listening to absorb new ideas and possibilities. They argue instead ofasking questions.

    I take a long view on my wealth. I do not subscribe to the “Get rich quick” mentality most lotteryplayers or casino gamblers have. I may go in and out of stocks, but I am long on education. If youwant to fly an airplane, I advise taking lessons first. I am always shocked at people who buy stocksor real estate, but never invest in their greatest asset, their mind. Just because you bought a houseor two does not make you an expert at real estate.

    3. CHOOSE FRIENDS CAREFULLY: The power of association. First of all, I do not choose myfriends by their financial statements. I have friends who have actually taken the vow of poverty aswell as friends who earn millions every year. The point is I learn from all of them, and I consciouslymake the effort to learn from them.

    Now I will admit that there are people I have actually sought out because they had money. But Iwas not after their money; I was seeking their knowledge. In some cases, these people who hadmoney have become dear friends, but not all.

    But there is one distinction that I would like to point out. I’ve noticed that my friends with moneytalk about money. And I do not mean brag. They’re interested in the subject. So I learn from them,and they learn from me. My friends, whom I know are in dire straits financially, do not like talkingabout money, business or investing. They often think it rude or un-intellectual. So I also learn frommy friends who struggle financially. I find out what not to do.

    I have several friends who have generated over a billion dollars in their short lifetimes. The threeof them report the same phenomenon: Their friends who have no money have never come to themto ask them how they did it. But they do come asking for one of two things, or both: 1. a loan, or 2. ajob.

    A WARNING: Don’t listen to poor or frightened people. I have such friends, and I love themdearly, but they are the “Chicken Littles” of life. When it comes to money, especially investments,“The sky is always falling.” They can always tell you why something won’t work. The problem is,people listen to them, but people who blindly accept doom-and-gloom information are also “ChickenLittles.” As that old saying goes, “Chickens of a feather agree together.”

    If you watch CNBC, which is a goldmine of investment information, they often have a panel of so-called “experts.” One expert will say the market is going to crash, and the other will say it’s going toboom. If you’re smart, you listen to both. Keep your mind open because both have valid points.Unfortunately, most poor people listen to “Chicken Little.”

    I have had more close friends try to talk me out of a deal or an investment. A few years ago, afriend told me he was excited because he found a 6 percent certificate of deposit. I told him I earn16 percent from the state government. The next day he sent me an article about why my investmentwas dangerous. I have received 16 percent for years now, and he still receives 6 percent.

    I would say that one of the hardest things about wealth building is to be true to yourself and bewilling to not go along with the crowd. For in the market, it is usually the crowd that shows up lateand is slaughtered. If a great deal is on the front page, it’s too late in most instances. Look for a newdeal. As we used to say as surfers: “There is always another wave.” People who hurry and catch awave late usually are the ones who wipe out.

    Smart investors don’t time markets. If they miss a wave, they search for the next one and getthemselves in position. Why this is hard for most investors is because buying what is not popular isfrightening to them. Timid investors are like sheep going along with the crowd. Or their greed getsthem in when wise investors have already taken their profits and moved on. Wise investors buy aninvestment when it’s not popular. They know their profits are made when they buy, not when theysell. They wait patiently. As I said, they do not time the market. Just like a surfer, they get in positionfor the next big swell.

    It’s all “insider trading.” There are forms of insider trading that are illegal, and there are forms ofinsider trading that are legal. But either way, it’s insider trading. The only distinction is how far awayfrom the inside are you? The reason you want to have rich friends who are close to the inside isbecause that is where the money is made. It’s made on information. You want to hear about the nextboom, get in and get out before the next bust. I’m not saying do it illegally, but the sooner you know,the better your chances are for profits with minimal risk. That is what friends are for. And that isfinancial intelligence.

    4. MASTER A FORMULA AND THEN LEARN A NEW ONE: The power of learning quickly. Inorder to make bread, every baker follows a recipe, even if it’s only held in their head. The same istrue for making money. That’s why money is often called “dough.”

    Most of us have heard the saying “You are what you eat.” I have a different slant on the samesaying. I say, “You become what you study.” In other words, be careful what you study and learn,because your mind is so powerful that you become what you put in your head. For example, if youstudy cooking, you then tend to cook. You become a cook. If you don’t want to be a cook anymore,then you need to study something else. Let’s say, a schoolteacher. After studying teaching, you oftenbecome a teacher. And so on. Choose what you study carefully.

    When it comes to money, the masses generally have one basic formula they learned in school.

    And that is, work for money. The formula I see that is predominant in the world is that every daymillions of people get up and go to work, earn money, pay bills, balance checkbooks, buy somemutual funds and go back to work. That is the basic formula, or recipe.

    If you’re tired of what you’re doing, or you’re not making enough, it’s simply a case of changingthe formula via which you make money.

    Years ago, when I was 26,1 took a weekend class called “How to Buy Real Estate Foreclosures.”I learned a formula. The next trick was to have the discipline to actually put into action what I hadlearned. That is where most people stop. For three years, while working for Xerox, I spent my sparetime learning to master the art of buying foreclosures. I’ve made several million dollars using thatformula, but today, it’s too slow and too many other people are doing it.

    So after I mastered that formula, I went in search of other formulas. For many of the classes, Idid not use the information I learned directly, but I always learned something new.

    I have attended classes designed for only derivative traders, also a class for commodity optiontraders and a class for Chaologists. I was way out of my league, being in a room full of people withdoctorates in nuclear physics and space science. Yet, I learned a lot that made my stock and realestate investing more meaningful and lucrative. Most junior colleges and community colleges haveclasses on financial planning and buying of traditional investments. They are great places to start.

    So I always search for a faster formula. That is why, on a fairly regular basis, I make more in aday than many people will make in their lifetime.

    Another side note. In today’s fast-changing world, it’s not so much what you know anymore thatcounts, because often what you know is old. It is how fast you learn. That skill is priceless. It’spriceless in finding faster formulas -recipes, if you will, for making dough. Working hard for money isan old formula born in the day of cave men.

    5. PAY YOURSELF FIRST: The power of self-discipline. If you cannot get control of yourself, donot try to get rich. You might first want to join the Marine Corps or some religious order so you canget control of yourself. It makes no sense to invest, make money and blow it. It is the lack of self-discipline that causes most lottery winners to go broke soon after winning millions. It is the lack ofself-discipline that causes people who get a raise to immediately go out and buy a new car or take acruise.

    It is difficult to say which of the ten steps is the most important. But of all the steps, this step isprobably the most difficult to master if it is not already a part of your makeup. I would venture to saythat it is the lack of personal self-discipline that is the No. 1 delineating factor between the rich, thepoor and the middle class.

    Simply put, people who have low self-esteem and low tolerance for financial pressure can never,and I mean never, be rich. As I have said, a lesson learned from my rich dad was that “the world willpush you around.” The world pushes people around not because other people are bullies, butbecause the individual lacks internal control and discipline. People who lack internal fortitude oftenbecome victims of those who have self-discipline.

    In the entrepreneur classes I teach, I constantly remind people to not focus on their product,service or widget, but to focus on developing management skills. The three most importantmanagement skills necessary to start your own business are:

    1. Management of cash flow.

    2. Management of people.

    3. Management of personal time.

    I would say, the skills to manage these three apply to anything, not just entrepreneurs. The threematter in the way you live your life as an individual, or as part of a family, a business, a charitableorganization, a city or a nation.

    Each of these skills is enhanced by the mastery of self discipline. I do not take the saying “payyourself first” lightly.

    The Richest Man in Babylon, by George Classen, is where the statement “pay yourself first”comes from. Millions of copies have been sold. But while millions of people freely repeat thatpowerful statement, few follow the advice. As I said, financial literacy allows one to read numbers,and numbers tell the story. By looking at a person’s income statement and balance sheet, I canreadily see if people who spout the words “pay yourself first” actually practice what they preach.

    A picture is worth a thousand words. So let’s again compare the financial statements of peoplewho pay themselves first against someone who doesn’t.

    People who pay themselves first

    • Job

    • Income

    • Expense

    • Assets

    • Liabilities

    Someone who pays everyone else first- Often there is nothing left

    • Job

    • Income

    • Expense

    • Nothing left!

    • Assets

    • Liabilities

    Study the diagrams and notice if you can pick up some distinctions. Again, it has to do withunderstanding cash flow, which tells the story. Most people look at the numbers and miss the story. Ifyou can truly begin to understand the power of cash flow, you will soon realize what is wrong withthe picture on the next page, or why 90 percent of most people work hard all their lives and needgovernment support like Social Security when they are no longer able to work.

    Do you see it? The diagram above reflects the actions of an individual who chooses to payhimself first. Each month, they allocate money to their asset column before they pay their monthlyexpenses. Although millions of people have read Classen’s book and understand the words “payyourself first,” in reality they pay themselves last.

    Now I can hear the howls from those of you who sincerely believe in paying your bills first. And Ican hear all the “responsible” people who pay their bills on time. I am not saying be irresponsibleand not pay your bills. All I am saying is do what the book says, which is “pay yourself first.” And thediagram above is the correct accounting picture of that action. Not the one that follows.

    My wife and I have had many bookkeepers and accountants and bankers who have had a major

    problem with this way of looking at “pay yourself first.” The reason is that these financialprofessionals actually do what the masses do, which is pay themselves last. They pay everyone elsefirst.

    There have been months in my life, when for whatever reason, cash flow was far less than mybills. I still paid myself first. My accountant and bookkeeper screamed in panic. “They’re going tocome after you. The IRS is going to put you in jail.” “You’re going to ruin your credit rating.” “They’llcut off the electricity.” I still paid myself first.

    “Why?” you ask. Because that’s what the story The Richest Man In Babylon was all about. Thepower of self-discipline and the power of internal fortitude. “Guts,” in less elegant terms. As my richdad taught me the first month I worked for him, most people allow the world to push them around. Abill collector calls and you “pay or else.” So you pay and not pay yourself. A sales clerk says, “Oh,just put it on your charge card.” Your real estate agent tells you to “go ahead-the government allowsyou a tax deduction on your home.” That is what the book is really about. Having the guts to goagainst the tide and get rich. You may not be weak, but when it comes to money, many people getwimpy.

    I am not saying be irresponsible. The reason I don’t have high credit card debt, and doodad debt,is because I want to pay myself first. The reason I minimize my income is because I don’t want topay it to the government. That is why, for those of you who have watched the video The Secrets ofthe Rich, my income comes from my asset column, through a Nevada corporation. If I work formoney, the government takes it.

    Although I pay my bills last, I am financially astute enough to not get into a tough financialsituation. I don’t like consumer debt. I actually have liabilities that are higher than 99 percent of thepopulation, but I don’t pay for them; other people pay for my liabilities. They’re called tenants. Sorule No. 1 in paying yourself first is don’t get into debt in the first place. Although I pay my bills last, Iset it up to have only small unimportant bills, that I will have to pay.

    Secondly, when I occasionally come up short, I still pay myself first. I let the creditors and eventhe government scream. I like it when they get tough. Why? Because those guys do me a favor.

    They inspire me to go out and create more money. So I pay myself first, invest the money, and letthe creditors yell. I generally pay them right away anyway. My wife and I have excellent credit. Wejust don’t cave into the pressure and spend our savings or liquidate stocks to pay for consumer debt.That is not too financially intelligent.

    So the answer is:

    1. Don’t get into large debt positions that you have to pay for. Keep your expenses low. Build upassets first. Then, buy the big house or nice car. Being stuck in the rat race is not intelligent.

    2. When you come up short, let the pressure build and don’t dip into your savings or investments.Use the pressure to inspire your financial genius to come up with new ways of making more moneyand then pay your bills. You will have increased your ability to make more money as well as yourfinancial intelligence. So many times I have gotten into financial hot water, and used my brain tocreate more income, while staunchly defending the assets in my asset column. My bookkeeper hasscreamed and dived for cover, but I was like a good trooper defending the fort, Fort Assets.

    Poor people have poor habits. A common bad habit is innocently called “Dipping into savings.”The rich know that savings are only used to create more money, not to pay bills.

    I know that sounds tough, but as I said, if you’re not tough inside, the world will always push youaround anyway.

    If you do not like financial pressure, then find a formula that works for you. A good one is to cut

    expenses, put your money in the bank, pay more than your fair share of income tax, buy safe mutualfunds and take the vow of the average. But this violates the “pay yourself first” rule.

    The rule does not encourage self-sacrifice or financial abstinence. It doesn’t mean pay yourselffirst and starve. Life was meant to be enjoyed. If you call on your financial genius, you can have allthe goodies of life, get rich and pay bills, without sacrificing the good life. And that is financialintelligence.

    6. PAY YOUR BROKERS WELL: The power of good advice. I often see people posting a sign infront of their house that says, “For Sale by Owner.” Or I see on TV today many people claiming to be“Discount Brokers.”

    My rich dad taught me to take the opposite tack. He believed in paying professionals well, and Ihave adopted that policy also. Today, I have expensive attorneys, accountants, real estate brokersand stockbrokers. Why? Because if, and I do mean if, the people are professionals, their servicesshould make you money. And the more money they make, the more money I make.

    We live in the Information Age. Information is priceless. A good broker should provide you withinformation as well as take the time to educate you. I have several brokers who are willing to do thatfor me. Some taught me when I had little or no money, and I am still with them today.

    What I pay a broker is tiny in comparison with what kind of money I can make because of theinformation they provide. I love it when my real estate broker or stockbroker makes a lot of money.Because it usually means I made a lot of money.

    A good broker saves me time in addition to making me money-as when I bought the piece ofvacant land for $9,000 and sold it immediately for over $25,000, so I could buy my Porsche quicker.

    A broker is your eyes and ears to the market. They’re there every day so I do not have to be. I’drather play golf.

    Also, people who sell their house on their own must not value their time much. Why would I wantto save a few bucks when I could use that time to make more money or spend it with those I love?What I find funny is that so many poor and middle class people insist on tipping restaurant help 15 to20 percent even for bad service and complain about paying a broker 3 to 7 percent. They enjoytipping people in the expense column and stiffing people in the asset column. That is not financiallyintelligent.

    All brokers are not created equal. Unfortunately, most brokers are only salespeople. I would saythe real estate salespeople are the worst.

    They sell, but they themselves own little or no real estate. There is a tremendous differencebetween a broker who sells houses and a broker who sells investments. And that is true for stock,bond, mutual fund and insurance brokers who call themselves financial planners. As in the fairy tale,you kiss a lot of frogs to find one prince. Just remember the old saying, “Never ask an encyclopediasalesperson if you need an encyclopedia.”

    When I interview any paid professional, I first find out how much property or stocks theypersonally own and what percentage they pay in taxes. And that applies to my tax attorney as wellas my accountant. I have an accountant who minds her own business. Her profession is accounting,but her business is real estate. I used to have an accountant that was a small business accountant,but he had no real estate. I switched because we did not love the same business.

    Find a broker who has your best interests at heart. Many brokers will .’; spend the time educatingyou, and they could be the best asset you find. Just be fair, and most of them will be fair to you. If allyou can think about is cutting their commissions, then why should they want to be around you? It’sjust simple logic.

    As I said earlier, one of the management skills is the management of people. Many people onlymanage people they feel smarter than and they have power over, such as subordinates in a worksituation. Many middle managers remain middle managers, failing to get promoted because theyknow how to work with people below them, but not with people above them. The real skill is tomanage and pay well the people who are smarter than you in some technical area. That is whycompanies have a board of directors. You should have one, too. And that is financial intelligence.

    7. BE AN “INDIAN GIVER”: This is the power of getting something for nothing. When the firstwhite settlers came to America, they were taken aback by a cultural practice some American Indianshad. For example, if a settler was cold, the Indian would give the person a blanket. Mistaking it for agift, the settler was often offended when the Indian asked for it back.

    The Indians also got upset when they realized the settlers did not want to give it back. That iswhere the term “Indian giver” came from. A simple cultural misunderstanding.

    In the world of the “asset column,” being an Indian giver is vital to wealth. The sophisticatedinvestor’s first question is, “How fast do I get my money back?” They also want to know what theyget for free, also called a piece of the action. That is why the ROI, or return of and on investment, isso important.

    For example, I found a small condominium, a few blocks from where I live, that was inforeclosure. The bank wanted $60,000, and I submitted a bid for $50,000, which they took, simplybecause, along with my bid, was a cashier’s check for $50,000. They realized I was serious. Mostinvestors would say, aren’t you tying up a lot of cash? Would it not be better to get a loan on it? Theanswer is, not in this case. My investment company uses this as a vacation rental in the wintermonths, when the “snowbirds” come to Arizona, and rent it for $2,500 a month for four months out ofthe year. For rental during the off-season, it rents for only $1,000 a month. I had my money back inabout three years. Now I own this asset, which pumps money out for me, month in and month out.

    The same is done with stocks. Frequently, my broker will call me and recommend I move asizable amount of money into the stock of a company that he feels is just about to make a move thatwill add value to the stock, like announcing a new product. I will move my money in for a week to amonth while the stock moves up. Then, I pull my initial dollar amount out, and stop worrying aboutthe fluctuations of the market, because my initial money is back and ready to work on another asset.So my money goes in, and then it comes out, and I own an asset that was technically free.

    True, I have lost money on many occasions. But I only play with money I can afford to lose. Iwould say, on an average ten investments, I hit home runs on two or three, while five or six donothing, and I lose on two or three. But I limit my losses to only the money I have in at that time.

    For people who hate risk, they put their money in the bank. And in the long run, savings arebetter than no savings. But it takes a long time to get your money back and, in most instances, youdon’t get anything for free with it. They used to hand out toasters, but they rarely do that these days.

    On every one of my investments, there must be an upside, something for free. A condominium, amini-storage, a piece of free land, a house, stock shares, office building. And there must be limitedrisk, or a low-risk idea. There are books devoted entirely to this subject that I will not get into here.Ray Kroc, of McDonald’s fame, sold hamburger franchises, not because he loved hamburgers, butbecause he wanted the real estate ; under the franchise for free.

    So wise investors must look at more than ROI; it’s the assets you get for free once you get yourmoney back. That is financial intelligence.

    8. ASSETS BUY LUXURIES: The power of focus. A friend’s child has been developing a nastyhabit of burning a hole in his pocket. Just 16, he naturally wanted his own car. The excuse, “All hisfriends’ parents gave their kids cars.” The child wanted to go into his savings and use it for a down

    payment. That was when his father called me. “Do you think I should let him do it, or should I just doas other parents do and just buy him a car?”

    To which I answered. “It might relieve the pressure in the short term, but what have you taughthim in the long term? Can you use this desire to own a car and inspire your son to learnsomething?” Suddenly the lights went on, and he hurried home.

    Two months later I ran into my friend again. “Does your son have his new car?” I asked.

    “No, he doesn’t. But I went and handed him $3,000 for the car. I told him to use my moneyinstead of his college money.” “Well, that’s generous of you,” I said.

    “Not really. The money came with a hitch. I took your advice of using his strong desire to buy acar and use that energy so he could learn something.”

    “So what was the hitch?” I asked.

    “Well, first we broke out your game again, CASHFLOW. We played it and had a long discussionabout the wise use of money. I then gave him a subscription to the Wall Street Journal, and a fewbooks on the stock market.”

    “Then what?” I asked. “What was the catch?”

    “I told him the $3,000 was his, but he could not directly buy a car with it. He could use it to buyand sell stocks, find his own stockbroker, and once he had made $6,000 with the $3,000, the moneywould be his for the car, and the $3,000 would go into his college fund.”

    “And what are the results?” I asked.

    “Well, he got lucky early in his trading, but lost all he gained a few days later. Then, he really gotinterested. Today, I would say he is down $2,000, but his interest is up. He has read all the books Ibought him and he’s gone to the library to get more. He reads the Wall Street Journal voraciously,watching for indicators, and he watches CNBC instead of MTV. He’s got only $1,000 left, but hisinterest and learning are sky high. He knows that if he loses that money, he walks for two moreyears. But he does not seem to care. He even seems uninterested in getting a car because he’sfound a game that is more fun.”

    “What happens if he loses all the money?” I asked.

    “We’ll cross that bridge when we get to it. I’d rather have him lose everything now rather thanwait till he’s our age to risk losing everything. And besides, that is the best $3,000 I’ve ever spent onhis education. What he is learning will serve him for life, and he seems to have gained a new respectfor the power of money. I think he’s stopped the burning of holes in his pockets.”

    As I said in the section “Pay Yourself First,” if a person cannot master the power of self-discipline,it is best not to try to get rich. For while the process of developing cash flow from an asset column intheory is easy, it is the mental fortitude of directing money that is hard. Due to external temptations, itis much easier in today’s consumer world to simply blow it out the expense column. Because ofweak mental fortitude, that money flows into the paths of least resistance. That is the cause ofpoverty and financial struggle.

    I gave this numerical example of financial intelligence, in this case the ability to direct money tomake more money.

    If we gave 100 people $10,000 at the start of the year, I gave my opinion that at the end of theyear:

    80 would have nothing left. In fact, many would have created I greater debt by making a downpayment on a new car, refrigerator, TV, VCR or a holiday. 16 would have increased that $10,000 by

    5 percent to 10 percent. 4 would have increased it to $20,000 or into the millions.

    We go to school to learn a profession so we can work for money. It is my opinion that it is alsoimportant to learn how to have money work for you.

    I love my luxuries as much as anyone else. The difference is, some people buy their luxuries oncredit. It’s the keep-up-with-the-Joneses trap. When I wanted to buy a Porsche, the easy road wouldhave been to call my banker and get a loan. Instead of choosing to focus in the liability column, Ichose to focus in the asset column.

    As a habit, I used my desire to consume to inspire and motivate my financial genius to invest.

    Too often today, we focus to borrowing money to get the things we want instead of focusing oncreating money. One is easier in the short term, but harder in the long term. It’s a bad habit that weas individuals and as a nation have gotten into. Remember, the easy road often becomes hard, andthe hard road often becomes easy.

    The earlier you can train yourself and those you love to be masters of money, the better. Moneyis a powerful force. Unfortunately, people use the power of money against them. If your financialintelligence is low, money will run all over you. It will be smarter than you. If money is smarter thanyou, you will work for it all your life.

    To be the master of money, you need to be smarter than it. Then money will do as it is told. It willobey you. Instead of being a slave to it, you will be the master of it. That is financial intelligence.

    9. THE NEED FOR HEROES: The power of myth. When I was a kid, I greatly admired WillieMays, Hank Aaron, Yogi Berra. They were my heroes. As a kid playing Little League, I wanted to bejust like them. I treasured their baseball cards. I wanted to know everything about them. I knew thestats, the RBI, the ERAs, their batting averages, how much they got paid, and how they came up 1from the minors. I wanted to know everything because I wanted to be just like them.

    Every time, as a 9 or 10 year-old kid, when I stepped up to bat or played first base or catcher, Iwasn’t me. I was Yogi or Hank. It’s one of the most powerful ways we learn that we often lose asadults. We lose our heroes. We lose our naivete.

    Today, I watch young kids playing basketball near my home. On the court they’re not littleJohnny; they’re Michael Jordan, Sir Charles or Clyde. Copying or emulating heroes is true powerlearning. And that is why when someone like O.J. Simpson falls from grace, there is such a hugeoutcry.

    There is more than just a courtroom trial. It is the loss of a hero. Someone people grew up with,looked up to, and wanted to be like. Suddenly we need to rid ourselves of that person.

    I have new heroes as I grow older. I have golf heroes such as Peter Jacobsen, Fred Couples andTiger Woods. I copy their swings and do my best to read everything I can about them. I also haveheroes such as Donald Trump, Warren Buffett, Peter Lynch, George Soros and Jim Rogers. In myolder years, I know their stats just like I knew the ERAs and RBI of my baseball heroes. I followwhat Warren Buffett invests in, and read anything I can about his point of view on the market. I readPeter Lynch’s book to understand how he chooses stocks. And I read about Donald Trump, trying tofind out how he negotiates and puts deals together.

    Just as I was not me when I was up to bat, when I’m in the market or I’m negotiating a deal, I amsubconsciously acting with the bravado of Trump. Or when analyzing a trend, I look at it as thoughPeter Lynch were doing it. By having heroes, we tap into a tremendous source of raw genius.

    But heroes do more than simply inspire us. Heroes make things look easy. It’s the making it lookeasy that convinces us to want to be just like them. “If they can do it, so can I.”

    When it comes to investing, too many people make it sound hard. Instead find heroes who makeit look easy.

    10. TEACH AND YOU SHALL RECEIVE: The power of giving. Both of my dads were teachers.My rich dad taught me a lesson I have carried all my life, and that was the necessity of beingcharitable or giving. My educated dad gave a lot by the way of time and knowledge, but almostnever gave away money. As I said, he usually said that he would give when he had some extramoney. Of course, there was rarely any extra.

    My rich dad gave money as well as education. He believed firmly in tithing. “If you wantsomething, you first need to give,” he would always say. When he was short of money, he simplygave money to his church or to his favorite charity.

    If I could leave one single idea with you, it is that idea. Whenever you feel “short” or in “need” ofsomething, give what you want first and it will come back in buckets. That is true for money, a smile,love, friendship. I know it is often the last thing a person may want to do, but; it has always workedfor me. I just trust that the principle of reciprocity it is true, and I give what I want. I want money, so Igive money, and it comes back in multiples. I want sales, so I help someone else sell something, andsales come to me. I want contacts and I help someone else get contacts, and like magic, contactscome to me. I heard a saying years ago that went, “God does not need to receive, but humans needto give.”

    My rich dad would often say, “Poor people are more greedy than rich people.” He would explainthat if a person was rich, that person was providing something that other people wanted. In my life,over all these years, whenever I have felt needy or short of money or short of help, I simply went outor found in my heart what I wanted, and decided to give it first. And when I gave, it always cameback.

    It reminds me of the story of the guy sitting with firewood in his arms on a cold freezing night, andhe is yelling at the pot-bellied stove, “When you give me some heat, then I’ll put some wood in.” Andwhen it comes to money, love, happiness, sales and contacts, all one needs to remember is first togive what you want and it will come back in droves. Often just the process of thinking of what I want,and how could I give what I want to someone else, breaks free a torrent of bounty. Whenever I feelthat people aren’t smiling at me, I simply begin smiling and saying hello, and like magic, there aresuddenly more smiling people around me. It is true that your world is only a mirror of you.

    So that’s why I say, “Teach and you shall receive.” I have found that the more I sincerely teachthose who want to learn, the more I learn. If you want to learn about money, teach it to someoneelse. A torrent of new ideas and finer distinctions will come in.

    There are times when I have given and nothing has come back or what I have received is notwhat I wanted. But upon closer inspection and soul searching, I was often giving to receive in thoseinstances, instead of giving to give.

    My dad taught teachers, and he became a master teacher. My rich dad always taught youngpeople his way of doing business. In retrospect, it was their generosity with what they knew thatmade them smarter. There are powers in this world that are much smarter than we are. You can getthere on your own, but it’s easier with the help of the powers that be. All you need to be is generouswith what you have, and the powers will be generous with you.

    10. CHAPTER TEN

    Still Want More? Here are Some To Do’s

    Many people may not be satisfied with my ten steps. They see them more as philosophies thanactions. I think understanding the philosophy is just as important as the action. There are manypeople who want to do, instead of think, and then there are people who think but do not do. I wouldsay that I am both. I love new ideas and I love action.

    So for those who want “to dos” on how to get started, I will share with you some of the things Ido, in abbreviated form.

    • Stop doing what you’re doing. In other words, take a break and assess what is working andwhat is not working. The definition of insanity is doing the same thing and expecting a differentresult. Stop doing what is not working and look for something new to do.

    • Look for new ideas. For new investing ideas, I go to bookstores and look for books on differentand unique subjects. I call them formulas. I buy how-to books on a formula I know nothing about. Forexample, it was in the bookstore that I found the book The 16 Percent Solution, by Joel Moskowitz. Ibought the book and read it.

    TAKE ACTION! The next Thursday, I did exactly as the book said. Step by step. I have also donethat with finding real estate bargains in attorneys’ offices and in banks. Most people do not takeaction, or they let someone talk them out of whatever new formula they are studying. My neighbortold me why 16 percent would not work. I did not listen to him because he’s never done it.

    • Find someone who has done what you want to do. Take them to lunch. Ask them for tips, forlittle tricks of the trade. As for 16 percent tax lien certificates, I went to the county tax office andfound the government employee who worked in the office. I found out that she, too, invested in thetax liens. Immediately, she was invited to lunch. She was thrilled to tell me everything she knew andhow to do it. After lunch, she spent all afternoon showing me everything. By the next day, I found twogreat properties with her help and have been accruing interest at 16 percent ever since. It took a dayto read the book, a day to take action, an hour for lunch, and a day to acquire two great deals.

    • Take classes and buy tapes. I search the newspapers for new and interesting classes. Manyare for free or a small fee. I also attend and pay for expensive seminars on what I want to learn. Iam wealthy and free from needing a job simply because of the courses I took. I have friends who didnot take those classes who told me I was wasting my money, and yet they’re still at the same job.

    • Make lots of offers. When I want a piece of real estate, I look at many properties and generallywrite an offer. If you don’t know what the “right offer” is, neither do I. That is the job of the real estateagent. They make the offers. I do as little work as possible.

    A friend wanted me to show her how to buy apartment houses. So one Saturday she, her agentand I went and looked at six apartment houses. Four were dogs, but two were good. I said to writeoffers on all six, offering half of what the owners asked for. She and the agent nearly had heartattacks. They thought it would be rude, that I might offend the sellers, but I really don’t think theagent wanted to work that hard. So they did nothing and went on looking for a better deal.

    No offers were ever made, and that person is still looking for the “right” deal at the right price.Well, you don’t know what the right price is until you have a second party who wants to deal. Mostsellers ask too much. It is rare that a seller will actually ask a price that is less than something isworth.

    Moral of the story: Make offers. People who are not investors have no idea what it feels like to be

    trying to sell something. I have had a piece of real estate that I wanted to sell for months. I wouldhave welcomed anything. I would not care how low the price. They could have offered me ten pigsand I would have been happy. Not at the offer, but just because someone was interested. I wouldhave countered, maybe for a pig farm in exchange. But that’s how the game works. The game ofbuying and selling is fun. Keep that in mind. It’s fun and only a game. Make offers. Someone mightsay “yes.”

    And I always make offers with escape clauses. In real estate, I make an offer with the words“subject to approval of business partner.” I never specify who the business partner is. Most peopledo not know my partner is my cat. If they accept the offer, and I don’t want the deal, I call my homeand speak to my cat. I make this absurd statement to illustrate how absurdly easy and simple thegame is. So many people make things too difficult and take them too seriously.

    Finding a good deal, the right business, the right people, the right investors, or whatever is justlike dating. You must go to the market and talk to a lot of people, make a lot of offers, counteroffers,negotiate, reject and accept. I know single people who sit at home and wait for the phone to ring, butunless you’re Cindy Crawford or Tom Cruise, I think you’d best go to the market, even if it’s only thesupermarket. Search, offer, reject, negotiate and accept are all parts of the process of almosteverything in life.

    • Jog, walk or drive a certain area once a month for ten minutes. I have found some of my bestreal estate investments while jogging. I will jog a certain neighborhood for a year. What I look for ischange. For there to be profit in a deal, there must be two elements: a bargain and change. Thereare lots of bargains, but it’s change that turns a bargain into a profitable opportunity. So when I jog, Ijog a neighborhood I might like to invest in. It is the repetition that causes me to notice slightdifferences. I notice real estate signs that are up for a long time. That means the seller might bemore agreeable to deal. I watch for moving trucks, going in or out. I stop and talk to the drivers. I talkto the postal carriers. It’s amazing how much information they acquire about an area.

    I find a bad area, especially an area that the news has scared everyone away from. I drive it forsometimes a year waiting for signs of something changing for the better. I talk to retailers, especiallynew ones, and find out why they’re moving in. It takes only a few minutes a month, and I do it whiledoing something else, like exercising, or going to and from the store.

    • As for stocks, I like Peter Lynch’s book Beating the Street for his formula for selecting stocksthat grow in value. I have found that the principles of finding value are the same regardless if it’s realestate, stocks, mutual funds, new companies, a new pet, a new home, a new spouse, or a bargainon laundry detergent. The process is always the same. You need to know what you’re looking forand then go look for it!

    • Why consumers will always be poor. When the supermarket has a sale on, say, toilet paper, theconsumer runs in and stocks up. When the stock market has a sale, most often called a crash orcorrection, the consumer runs away from it. When the supermarket raises its prices, the consumershops elsewhere. When the stock market raises its prices, the consumer starts buying.

    • Look in the right places. A neighbor bought a condominium for $100,000. I bought the identicalcondo next door to his for $50,000. He told me he’s waiting for the price to go up. I told him that hisprofit is made when you buy, not when you sell. He shopped with a real estate broker who owns noproperty of her own. I shopped at the foreclosure department of a bank. I paid $500 for a class onhow to do this. My neighbor thought that the $500 for a real estate investment class was tooexpensive. He said he could not afford it, and he couldn’t afford the time. So he waits for the priceto go up.

    • I look for people who want to buy first, then I look for someone who wants to sell. A friend was

    looking for a certain piece of land. He had the money and did not have the time. I found a largepiece of land larger than what my friend wanted to buy, tied it up with an option, called my friend andhe wanted a piece of it. So I sold the piece to him and then bought the land. I kept the remainingland as mine for free. Moral of the story: Buy the pie and cut it in pieces. Most people look for whatthey can afford, so they look too small. They buy only a piece of the pie, so they end up paying morefor less. Small thinkers don’t get the big breaks. If you want to get richer, think bigger first.

    Retailers love giving volume discounts, simply because most business people love big spenders.So even if you’re small, you can always think big. When my company was in the market forcomputers, I called several friends and asked them if they were ready to buy also. We then went todifferent dealers and negotiated a great deal because we wanted to buy so many. I have done thesame with stocks. Small people remain small because they think small; act alone, or don’t act all.

    • Learn from history. All the big companies on the stock exchange started out as smallcompanies. Colonel Sanders did not get rich until after he lost everything in his 60s. Bill Gates wasone of the richest men in the world before he was 30.

    • Action always beats inaction.

    These are just a few of the things I have done and continue to do to recognize opportunities. Theimportant words being “done” and “do”. As repeated many times throughout the book, you must takeaction before you can receive the financial rewards. Act now!

    EPILOGUE

    How To Pay for a Child’s College Education for $7000

    As the book draws to a close and approaches publication, I would like to share a final thoughtwith you. The main reason I wrote this book was to share insights into how increased financialintelligence can be used to solve many of life’s common problems. Without financial training, we alltoo often use the standard formulas to get through life, such as to work hard, save, borrow and payexcessive taxes. Today we need better information.

    I use the following story as a final example of a financial problem that confronts many youngfamilies today. How do you afford a good education for your children and provide for your ownretirement? It is an example of using financial intelligence instead of hard work to achieve the samegoal.

    A friend of mine was griping one day about how hard it was to save money for his four children’scollege education. He was putting $300 away in a mutual fund each month and had so faraccumulated about $12,000. He estimated he needed $400,000 to get four children through college.He had 12 years to save for it, since his oldest child was then 6 years of age.

    The year was 1991, and the real estate market in Phoenix was terrible. People were givinghouses away. I suggested to my classmate that he buy a house with some of the money in hismutual fund. The idea intrigued him and we began to discuss the possibility. His primary concernwas that he did not have the credit with the bank to buy another house, since he was so over-extended. I assured him that there were other ways to finance a property other than through thebank.

    We looked for a house for two weeks, a house that would fit all the criteria we were looking for.There were a lot to choose from, so the shopping was kind of fun. Finally, we found a 3 bedroom 2bath home in a prime neighborhood. The owner had been downsized and needed to sell that daybecause he and his family were moving to California where another job waited.

    He wanted $102,000, but we offered only $79,000. He took it immediately. The home had on itwhat is called a non-qualifying loan, which means even a bum without a job could buy it without abanker’s approval. The owner owed $72,000 so all my friend had to come up with was $7,000, thedifference in price between what was owed and what it sold for. As soon as the owner moved, myfriend put the house up for rent. After all expenses were paid, including the mortgage, he put about$125 in his pocket each month.

    His plan was to keep the house for 12 years and let the mortgage get paid down faster, byapplying the extra $125 to the principle each month. We figured that in 12 years, a large portion ofthe mortgage would be paid off and he could possibly be clearing $800 a month by the time his firstchild went to college. He could also sell the house if it had appreciated in value.

    In 1994, the real estate market suddenly changed in Phoenix and he was offered $156,000 forthe same house by the tenant who lived in it and loved it. Again, he asked me what I thought, and Inaturally said sell, on a 1031 tax-deferred exchange.

    Suddenly, he had nearly $80,000 to operate with. I called another friend in Austin, Texas whothen moved this tax deferred money into a mini-storage facility. Within three months, he beganreceiving checks for a little less than a $1,000 a month in income which he then poured back into thecollege mutual fund that was now building much faster. In 1996, the mini-warehouse sold and hereceived a check for nearly $330,000 as proceeds from the sale which was again rolled into a newproject that would now throw off over $3,000 a month in income, again, going into the college mutual

    fund. He is now very confident that his goal of $400,000 will be met easily, and it only took $7,000 tostart and a little financial intelligence. His children will be able to afford the education that they wantand he will then use the underlying asset, wrapped in his C Corporation, to pay for his retirement.

    As a result of this successful investment strategy he will be able to retire early.

    Thank you for reading this book. I hope it has provided some insights into utilizing the power ofmoney to work for you. Today, we need greater financial intelligence to simply survive. The idea thatit takes money to make money is the thinking of financially unsophisticated people. It does not meanthat they’re not intelligent. They have simply not learned the science of making money.

    Money is only an idea. If you want more money simply change your thinking. Every self-madeperson started small with an idea, then turned it into something big. The same applies with investing.It takes only a few dollars to start and grow it into something big. I meet so many people who spendtheir lives chasing the big deal, or trying to mass a lot of money to get into a big deal, but to me thatis foolish. Too often I have seen unsophisticated investors put their large nest egg into one deal andlose most of it rapidly. They may have been good workers but they were not good investors.

    Education and wisdom about money are important. Start early. Buy a book. Go to a seminar.Practice. Start small. I turned $5,000 cash into a $1 million dollar asset producing $5,000 a monthcash flow in less than six years. But I started learning as a kid. I encourage you to learn because it’snot that hard. In fact, it’s kind of easy once you get the hang of it.

    I think I have made my message clear. It’s what is in your head that determines what is in yourhands. Money is only an idea. There is a great book called Think and Grow Rich. The title is notWork Hard and Grow Rich. Learn to have money work hard for you and your life will be easier andhappier. Today, don’t play it safe, play it smart.

    Take Action!

    Many of you were given two great gifts: your mind and your time. It is up to you to do what youplease with both. With each dollar bill that enters your hand, you and only you have the power todetermine your destiny. Spend it foolishly, you choose to be poor. Spend it on liabilities, you join themiddle class. Invest it in your mind and learn how to acquire assets and you will be choosing wealthas your goal and your future. The choice is yours and only yours. Every day with every dollar, youdecide to be rich, poor or middle class.

    Choose to share this knowledge with your children, and you choose to prepare them for the worldthat awaits. No one else will.

    You and your children’s future will be determined by choices you make today, not tomorrow.

    We wish you great wealth and much happiness with this fabulous gift called life.

    Robert Kiyosaki, Sharon Lechter
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INTRODUCTION
There is a Need

Does school prepare children for the real world? “Study hard and get good grades and you will
find a high-paying job with great benefits,” my parents used to say. Their goal in life was to provide a
college education for my older sister and me, so that we would have the greatest chance for success
in life. When [ finally earned my diploma in 1976-graduating with honors, and near the top of my
class, in accounting from Florida State University-my parents had realized their goal. It was the
crowning achievement of their lives. In accordance with the “Master Plan,” | was hired by a “Big 8”
accounting firm, and | looked forward to a long career and retirement at an early age.

My husband, Michael, followed a similar path. We both came from hard-working families, of
modest means but with strong work ethics. Michael also graduated with honors, but he did it twice:
first as an engineer and then from law school. He was quickly recruited by a prestigious Washington,
D.C., law firm that specialized in patent law, and his future seemed bright, career path well-defined
and early retirement guaranteed.

Although we have been successful in our careers, they have not turned out quite as we
expected. We both have changed positions several times-for all the right reasons-but there are no
pension plans vesting on our behalf. Our retirement funds are growing only through our individual
contributions.

Michael and | have a wonderful marriage with three great children. As | write this, two are in
college and one is just beginning high school. We have spent a fortune making sure our children
have received the best education available.

One day in 1996, one of my children came home disillusioned with school. He was bored and
tired of studying. “Why should | put time into studying subjects | will never use in real life?” he
protested.

Without thinking, | responded, “Because if you don’t get good grades, you won’t get into college.”
“Regardless of whether | go to college,” he replied, “I'm going to be rich.”

“If you don’t graduate from college, you won’t get a good job,” | responded with a tinge of panic
and motherly concern. “And if you don’t have a good job, how do you plan to get rich?”

My son smirked and slowly shook his head with mild boredom. We have had this talk many times
before. He lowered his head and rolled his eyes. My words of motherly wisdom were falling on deaf
ears once again.

Though smart and strong-willed, he has always been a polite and respectful young man.

“Mom,” he began. It was my turn to be lectured. “Get with the times! Look around; the richest
people didn’'t get rich because of their educations. Look at Michael Jordan and Madonna. Even Bill
Gates, who dropped out of Harvard, founded Microsoft; he is now the richest man in America, and





