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espite significant and well-intentioned ef-
D forts by the Department of Defense (DOD),

data shows that service members are com-
paratively worse off than their civilian peers in terms
of financial literacy and stability. Current methods of
teaching personal finance skills have proven ineffec-
tive for the military audience. This article explains
the problem, its second and third order effects, and
how this deficiency costs the government billions of
dollars per year, reduces readiness, and makes the
military more susceptible to coercion. Using statistical
observations of service members’ financial position,
highlighting of current resources available to troops,
and analysis of quantitative metrics, a comprehen-
sive recommendation is made to combat this serious
foundational issue.

Figure 1 shows the re-creation of a screenshot
that recently made its way around social media. It
purports to show a soldier who bought a 2019 Chevy
Equinox at a 34.7 percent interest rate. Under these
terms, this $30,000 car will cost this soldier almost
$82,000.

Sadly, this is not a one-off occurrence. Military
service members are constantly the target of predato-
ry lenders. As Tara Falcone, a certified financial plan-
ner and founder of the financial education company
ReisUP, puts it, “Predatory lenders like to prey on
young military members because they’re often inexpe-
rienced with money, have little to no credit and are

Vehicle 2019 Chevrolet Equinox
Financed Amount $30,622.00

Cash Down

Total Down $500.00

Total Monthly Payment  $975.89

Term 84

Wholesale/Invoice

Customer Rate 34.75%

Buy Rate 33.00%

Total Lender Fees $0.00

(Source unknown)

Figure 1. Re-creation of Screenshot
Purporting to Show the Terms a
Soldier Received When Buying a Car

usually very excited to spend that first paycheck" The
DOD knows this is a problem. In fact, according to a
DOD study, soldiers, sailors, and aviators are as many
as four times more likely to be victims of payday
lenders.”

MILITARY REVIEW ONLINE EXCLUSIVE - MARCH 2022



What does all of this go to show? The military has
a personal finance problem.

According to a recent Military Family Advisory
Network Survey, 60 percent of military families do
not have enough savings to cover three months of
living expenses.® A 2021 article in the Associated
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and one can understand why it is hard for the average
American to build savings.

But there’s one problem with this explanation:
military pay has been an exception.

Figure 2 (on page 3) illustrates historic data on
military pay, inflation, and mean U.S. income and

Press shows that too of-
ten this lack of financial
positioning puts military
families in dire situa-
tions. “Feeding America
estimates that 29 percent
of troops in the most
junior enlisted ranks
faced food insecurity (in
2020)7* A 2015 study at
Joint Base San Antonio
further supports this
point, “Nearly one in sev-
en military households
with children 5 years of
age and younger report-
ed food insecurity’® As
Rebecca Burgess of the
American Enterprise
Institute, a D.C. think
tank, put it, “Among the
myriad of potential con-
cerns among troops and
their families, financial
well-being is a top stress-
or, even topping mental
health® All of this begs
the question: Why does
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2nd Lt. Grayson Sullivan, Army platoon leader, teaches his soldiers
a budgeting class 4 April 2021 at Joint Base Lewis-McChord, Wash-
ington. Sullivan leveraged tools designed to efficiently and effec-
tively teach personal finance topics to junior military audiences to
educate his troops. (Photo by Sgt. Anthony Hanible, U.S. Army)

shows that unlike the
average hourly income of
the broader U.S. work-
force, U.S. military pay
has outpaced inflation.®
On top of that, gener-
ous military education
programs such as the GI
Bill, tuition assistance,
loan repayment program,
and others have greatly
reduced if not elimi-
nated the cost of higher
education for those who
choose to pursue it.

The military’s person-
al finance issue is not one
of stagnant wages but
one of financial literacy.

This should not be
surprising. The average
age of enlistment in the
military hovers around
twenty years old, with a
large population joining
right out of high school
at seventeen or eighteen.
In a country where only

the military have such a
serious personal finance problem?

It turns out that this is not uncommon in the
broader U.S. population. Americans generally do
a poor job saving, with explanations ranging from
stagnant wages in the face of rising costs for everyday
goods to the soaring costs of big-ticket items such as a
college education.

This makes sense ... kind of.

According to Pew Research, the real average wage
in 2018 had approximately the same purchasing pow-
er as it did in 1964.” Add to that the fact that the price
of a college degree doubled between 1996 and 2016

seven states require
that students take a standalone high school course in
personal finance, it is not hard to understand why this
young demographic is not set up for success in making
sound financial decisions.’

Add to that the fact that soldiers are put through
two months of basic training and an additional one to
twelve months of advanced individual training before
getting any real sense of freedom, and it is easy to
see why these soldiers are ready to spend money and
lenders are ready to take advantage of them.

As a result, service members make poor financial
decisions and develop irresponsible financial habits that
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Growth of $100 of US Military Pay vs US Inflation vs
Mean US Income
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Figure 2. Graph Depicting the Growth of $100 from 1966 to 2016

over time put a strain on themselves and their fami-
lies. So much so that according to a Blue Star Family
survey, 62 percent of military families experience stress
due to their financial situation."’ The Military Family
Advisory Network reports that 44 percent of military
respondents say financial pressure has been detrimental
to their emotional and mental health."!

This stress not only hurts the individual, but it also
hurts the unit. Stress in one’s personal life affects one’s
work and causes one to be less productive, to hurt unit
morale, and to increase the number of disciplinary
issues. This is something the DOD knows well. In a
2006 report on predatory lending practices, the DOD
stated, “The Department takes seriously the respon-
sibility of the individual Service member to make
prudent decisions and to manage personal finances
well. However, predatory lending undermines mili-
tary readiness, harms the morale of troops and their
families, and adds to the cost of fielding an all-volun-
teer fighting force"

These detrimental effects do not end with a ser-
vicemember’s end of service. Lack of personal finance

skills continues to harm troops well after they hang
up the uniform. According to a 2015 Federal Reserve
Bank of San Francisco article, “Financial management
(is] as important a factor as personal income when

it [comes] to predicting future homelessness among
veterans, and even more

important of an indicator

than PTSD or TBI® A Brendan Duebner is

2020 study published in the founder and CEO
the American Journal of of Life Skills for Soldiers
Epidemiology came to and an MBA student at

the Wharton School.
Duebner served on active

an even more troubling
conclusion, “The preset
findings demonstrate a duty as a field artillery
significant association be- officer in Fort Bragg,
tween cumulative finan- North Carolina, before
cial strain and increased transitioning to the Army
suicide risk, indicating Reserve's 75th Innovation
that socioeconomic fac- Command to pursue his
tors shape a large part of passion of leveraging per-

mental health’s connec- sonal finance to better the

tion with suicide”** lives of service members.
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Recognize the importance of personal financial management X X
and what resources are available.
Identify warning signs of Service members at risk for financial X X
° problems.
< ~ - .
g Understand the fundamentals of banking services and fees. X X
E Understand the fundamentals of creating and managing a
2 spending plan, and the importance of updating a spending X X X X X X X
é plan.
Understand the fundamentals and management of debt and
. X X X X
credit.
Understand fundamentals of income tax and common tax
. R X X X X X
benefits, and potential changes to tax situation.
« | Know military consumer protection law fundamentals X X
g £ | (SCRA/MLA).
! § Recognize and understand how to protect yourself from X X X
£ ¥ | misleading consumer practices, and report complaints.
S
Ca Recognize and identify steps to resolve identity theft. X
Analyze the implications and identify strategies for financing x X
iy ¢ | amajor purchase.
.2, £ | Analyze financial implications and identify strategies for X
§ ?.; buying a car.
A& | Understand education financing, to include available benefits, x x
obligations, and repayment options.
w
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o Comprehend the components of Service member’s military
f retirement system and the importance of preparing for X X X X X X
S ¢ | retirement.
o0 5 : - - - - -
gE Dlscuss the reasons, needs, types, and options for purchasing X x x x
g = msurance.
= Understand purpose and implications of estate planning
= . . X X X X
(beneficiaries, wills, trusts, power of attorney, etc.)
Know the components of basic pay and allowances throughout X
£ w one’s military career.
% g % Examine the impact of special pay and entitlements. X X X
s
S é E Discuss TRICARE options and costs. X X X X
2 v .E
g g E Discuss survivor and dependent benefits. X X X
o Understand future financial benefits afforded by the
; X X
Department's Career Investment Programs.
Understand interest and how the concept of compounding X
- works.
£ 2 | Recognize the importance of and be able to develop savings
-5 X X X X X
ez | and an emergency fund.
5 E Describe the fundamentals of investing. X
9] - -
Understand and be able to manage a Thrift Savings Plan (TSP) X X X X X
account.
Notes:

Permanent Change of Station applies to Service members in paygrades E-1 to E-4 and O-1 to O-3.
Promotion applies to Service members in paygrade E-1 to E-5 and O-1 to O-4.

Major Life Events includes, at a minimum, marriage, birth of first child, divorce, and disabling sickness or condition.
Transition includes separation, transition between Active and Reserve Components, and retirement.

(Figure from Office of the Under Secretary of Defense of Defense Personnel and Readiness, “Directive-Type Memorandum
[DTM] 19-009-Financial Readiness Common Military Training Requirements,” 13 August 2019)

Figure 3. Financial Readiness CMT TLOs
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Figure 4. Visual Depiction of Current Contractor-Led Mandatory Training

Accordingly, the DOD has taken several steps to
attempt to address the issue. In the same 2006 re-
port on predatory lending practices, the DOD rec-
ommended a 36 percent cap on APR for consumer
loans to military personnel. In that year the federal
government passed the Military Lending Act, which
implemented the 36 percent cap including all fees
and charges."”” Additionally, in 2004, the military
created Military OneSource to provide policies and
offer programs that advance the well-being of service
members, their families, survivors, and other eligible
members of the military community.

In 2016 the federal government pushed things
even further by passing 10 U.S.C. § 992, legislation
mandating that the DOD provide all members of the
Armed Forces with comprehensive financial literacy
training. In response, the DOD established the Office
of Financial Readiness (FINRED).

In 2019 the Military OneSource contract was
renewed and awarded a five-year $422.6 million
contract.’® While this is just a small sliver of the
DOD’s $714 billion in spending in fiscal year 2020

and Military OneSource does more than just financial
education, $84 million dollars a year should go a long
way. So, why doesn’t it?

One answer to this question might be the way the
military goes about implementing this training. The
2016 National Defense Authorization Act expanded the
scope and frequency of financial literacy training. It re-
quired the DOD to conduct financial training at various
touchpoints such as when one joins the military, moves,
is promoted, marries, has a first child, and many more.”

To comply with this requirement, FINRED
published a “directive-type memorandum” in 2019
on “Financial Readiness Common Military Training
Requirements”” This fourteen-page document includes
the chart as seen in figure 3 (on page 4)."*

This chart shows terminal learning objectives that
service members are required to learn and when these
mandatory trainings are to be conducted. This alone is a
good thing and is clearly well intentioned. The problem is
that financial literacy is not the only mandatory training.

As Maj. Crispin Burke pointed out in a 2016
Association of the United States Army article, there is
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Methodology
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Figure 5. Visual Depiction of the Train-the-Trainer Methodology

not enough time to complete all mandatory require-
ments. He cited a 2002 study commissioned by the
U.S. Army War College Strategic Studies Institute,
which found that company commands have a to-
tal of 256 days available for training annually after
accounting for weekends, holidays, and block leave. A
2015 study (before the addition of financial training
requirements) at Fort Leavenworth, Kansas, revealed
it would take 514 days to complete all the mandatory
training requirements.”” As a recent active-duty Army
platoon leader, I can assure you nothing has changed.

The problem is not just that there is too much
mandatory training, it is also how this training is con-
ducted. Often military financial trainings are taught
by contractors (see figure 4, page 5). These contracts
are typically structured in a way where the contractor
is paid by headcount, not results. As a result, huge em-
phasis is placed on sign-in sheets but not necessarily
comprehension or retention.

Picture this: You are a nineteen-year-old enlisted ser-
vicemember. To chip away at all the annual training re-
quirements, your unit has ordered you into a large room,

perhaps the post chapel or movie theater, with thirty to
three hundred of your peers. It is just days before your
two-week summer block leave, and waves of heat can be
seen radiating off the pavement outside. Someone you
have never seen before and likely will never see again
dressed in civilian clothes starts a PowerPoint presenta-
tion. Your third consecutive hour of mandatory training
is about to begin. It is only 11 am.

What do you think is going to happen? Do you
think you are going to listen astutely, absorbing all the
knowledge contained on the stagnant slides? Or do
you think you are going to zone out and think about
your upcoming first trip home in over a year, what
you are going to eat for lunch, the girl or boy you met
last week, or a plethora of other things?

My guess? You will fall asleep; and all too often
that is exactly what happens.

Because these trainings are lumped in with the over
one hundred other mandatory requirements, they are
seen as unimportant and of little value. In addition,
because the course is taught by someone the service
members do not know or respect (and likely will never
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see again), there is little motivation to pay attention.
Because the contractors are incentivized to teach quan-
tity over quality, they are often unlikely to care.

The ineffectiveness of current methods is captured
well in First Command’s 2021 annual readiness sur-
vey. In the report, First Command found that military
members are significantly more likely to say they have
completed a financial literacy or education program
than civilians (56 percent versus 31 percent). Yet
military members scored significantly worse with less
than 1 percent achieving a perfect nine out of nine
compared to 23 percent of civilians. In fact, only 16
percent of military scored seven out of nine or above,
less than half the percentage of civilians who scored
the same (44 percent).”” Current methods of instruc-
tion are not accomplishing the mission.

This lack of financial literacy not only hurts
service members but presents a significant cost to
the DOD and U.S. taxpayers. In 2019, the Office of
Servicemember Affairs’ annual report found that “an
average of 4,700 to 8,000 servicemembers are sepa-
rated each year from the military for financial issues.
These separations ... cost the government hundreds
of millions of dollars (up to $456 million per year)
to recruit and replace these servicemembers.** This
is just the tip of the iceberg. A 1997 Navy Personal
Financial Management Program study conservatively
estimated that if 10 percent of the force experienced
financial difficulties it would cost $172 million in
lost work time.?? If one were to convert this to 2021
dollars, applied it to all 1.4 million active DOD service
members, and used the Military Family Advisory
Network’s 44 percent figure cited earlier, the current
cost would come out to over $2.6 billion per year.

These are just a couple of the costs while in
service. For a holistic estimate of the total cost of
service members’ financial illiteracy one would need
to factor in the costs after service. In 2020, the U.S.
Department of Housing and Urban Development ap-
proximated that there are 37,252 homeless veterans.”
A 2017 report from the U.S. Interagency Council on
Homelessness estimates it costs taxpayers $30,000 to
$50,000 per year to leave a person chronically home-
less.”* Combining these two figures, the cost of veteran
homelessness alone costs approximately $1.1 billion to
$1.85 billion per year. Putting all these costs together
means the total cost of financial illiteracy is likely

PERSONAL FINANCE ISSUES

between $3.9 billion to $4.9 billion per year. This is
without accounting for dollar costs such as medical
costs associated with mental health issues stemming
from financial stress.

There are also huge nondollar costs. While largely
unresearched, financial stress almost certainly leads to
reduced readiness. One can easily see how an inabil-
ity to buy healthy foods leads to reduced physical
fitness scores, or how increased stress leads to poorer
health. Additionally, as the DOD’s Threat Awareness
and Reporting Program states, poor financial health
greatly increases one’s potential to be vulnerable to
coercion. In an era of great-power competition this
is especially concerning. Clearly both the dollar and
nondollar costs warrant further efforts to solve this
systemic problem.

Short of improving training by cutting the amount
of mandatory training, something company grade
leaders have been advocating for years, this predica-
ment seems impossible to rectify. But perhaps there is
a military solution to this military problem.

The train-the-trainer methodology (see figure 5,
page 6) is pervasive in the Army. It is used to prepare
soldiers to shoot at the range, lead physical training,
and a host of other tasks. Under this model a small
number of unit leaders, often lieutenants or sergeants,
are trained on whatever task is to be conducted. In
turn, these leaders teach their soldiers. This method
allows for much more personalized training and gives
leaders a chance to lead. From my experience as a field
artillery officer this method was incredibly effective.

The train-the-trainer methodology often hinges
on junior military leaders—the same people who are
currently grossly overburdened. Therefore, for this
approach to work it is imperative that these leaders
are set up for success. By arming these leaders with
prebuilt classes that are tailored to junior military
audiences, they can quickly achieve a level of under-
standing where they are capable of effectively teaching
their troops.

The Association for Talent Development (former-
ly known as the American Society of Training and
Development) did a study on the probability of people
completing a goal by taking the following actions:
¢ having an idea or goal: 10 percent likely to com-

plete the goal,

¢ consciously deciding to do it: 25 percent,
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¢ deciding when to do it: 40 percent,
planning how to do it: 50 percent,
committing to someone that you will do it: 65
percent, and
¢ having a specific accountability appointment with
someone you've committed to: 95 percent.”
By utilizing unit leaders, the train-the-trainer model
can take an individual through every step of this chain.

Having leadership teach soldiers makes it signifi-
cantly more likely that the soldier will pay attention.
Because the soldiers know, respect, and see that
sergeant, lieutenant, or captain every day, there is an
exceptionally higher probability that they are going to
listen and absorb the information presented to them.
Therefore, they are far more likely to develop a goal
and decide they will do it.

Through incorporating a practical exercise, as is
often done under the train-the-trainer methodology,
that soldier is pushed to develop a plan on how to ac-
complish this new goal. Because their leader took the
time to help them plan, the soldier is more likely to
commit to doing it. By helping them make that plan,
that soldier’s leadership is bought in and is much more
likely to help their soldier stay accountable.

All of this evokes the question, “why will leaders
want to do this?” The answer is simple; there is no
one with a more vested interest in their troops than
a unit’s junior leaders. These first- and second-line
leaders build personal connections with their troops.
When a soldier makes a poor decision, junior leader-
ship must deal with it. When a soldier is not bring-
ing his or her whole self to work because of issues at
home, junior leadership bears the consequences.

In addition, by educating their people on vital life
skills such as personal finance, leaders get an oppor-
tunity to lead and show that they care. Teaching basic
life skills classes on topics such as introductory bud-
geting and investing gave me and my NCOs opportu-
nities to do just this, building trust within our unit. As
a result, we saw an approximately 75 percent decrease
in disciplinary issues and significant increases in pla-
toon comradery.

Junior leaders are the lynchpin of the train-the-
trainer model. Therefore, it is imperative that these
leaders are set up for success with engaging courses
that equip them with skills on the intended subject as
well as how to teach. Armed with this new knowledge
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and concise prebuilt courses, these junior leaders will
be able to teach their troops efficiently and effectively.

Critics will argue that the majority of junior mil-
itary leaders are not accredited to teach these skills.
They may even argue that many of these leaders do
not have the abilities to teach personal finance con-
tent. To this I might agree ... if the goal was to make
these leaders experts.

I am not proposing that military leaders replace
certified financial counselors on military bases.
Instead, what I am proposing is a kind of return to
the old school way of doing things. I do not believe
we need to go back to the 1990s version of payday
activities where a first sergeant would get a reem of
LES’ and go through them one by one. But I do be-
lieve in the incredible value of bringing leaders back
into the loop.

The professionals are currently overwhelmed. At
the Army’s most populated post, Fort Bragg, there are
just six financial counselors at the unit level with most
of them on the special forces side of the base. There
is simply too much need and not enough supply. But
instead of hiring more financial counselors, some-
thing that is not easy to do in many military towns,
we should equip military leaders to set their troops
up for success and filter out simple issues. With the
right tools, leaders can be prepared in an hour or less
to tackle vital topics such as allocating a Thrift Savings
Plan (TSP) account, creating a brokerage account, or
reducing bad debt. This would not only proactively
help hundreds of thousands of troops and their fam-
ilies as well as create better people first leaders, but it
would also free up the professionals to deal with the
more complex cases in a timely manner.

If implemented correctly, the train-the-trainer
model can revolutionize financial education and
change millions of lives within the military and pos-
sibly beyond. As such, I recommend the DOD fund
a pilot to test this new model. By running a one-year
pilot with an active-duty Division/Named Airforce-
sized element, the DOD would allow enough time to
collect longitudinal data while greatly reducing the id-
iosyncratic risk of a unit being called away mid-pilot.

Through a pilot, the DOD would capture robust
data on the effects of this new financial training
model. On the troop level, data on topics such as
changes in financial literacy, number of months of
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living expenses in savings, and percentage of income
contributed to the TSP could be ascertained. The
latter point on the TSP may be especially pertinent
given the military’s recent shift from the traditional
to blended savings retirement program; a program
that largely relies on service members taking advan-
tage of matching contributions to adequately save
for retirement. On the unit level, data on the vol-
ume and severity of disciplinary issues as well as the
status of various readiness metrics could be captured
and analyzed. In summary, the DOD could gain
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valuable insights into the effectiveness of this model
before potentially expanding at either the service or
DOD level.

As my first battalion sergeant major put it: “If you
show your people you care they’ll run through hell in
gasoline britches for you” By funding a pilot, the military
could test a concept that is designed to equip junior lead-
ers with everything they need to show that they care. As
a result, the DOD could significantly increase readiness,
cut costs, and continue its innovative legacy by pioneer-
ing a new model of personal finance education. ®
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