
Advantages of Using Cash (vs. Credit or Debit) 
 

• It hurts, so you spend less. 
◦ Research shows you spend 12-18% more when you use plastic, and even with debit cards to a lesser extent.  
It's just too darn easy! 
• You can tell how much is left just by looking at it (saves paperwork). 
◦ Once you budget it into your envelope, there is no need to keep a running tally. 
◦ Keeping track of every transaction and/or receipt and reconciling these with all the categories after the fact 
(even if you're using software) takes unnecessary time and effort, and can be discouraging if you fall behind.  Make it 
very simple with cash—it physically keeps track for you. 
• It's much easier to stay within your budget. 
◦ It's much too easy to cheat little amounts here or there with debit or credit cards, or simply go over budget 
without realizing it.  You can slowly sabotage your budget. 
• It forces you to plan your spending better. 
◦ If both of you buy groceries, for example, and there is only one envelope for groceries, you'll end up having 
to plan your menus and shopping trips in advance and much more carefully.  You will most certainly save money in the 
process. 
◦ Another way of looking at:  you avoid two people spending the “same money.”  If you have $30 left in your 
checking account budgeted for groceries, and you and your partner happen to buy grocery items that day with your debit 
cards, you could easily overlap your spending and go over budget.  You can't spend the same cash. 
• You can score immediate discounts and negotiate amazing deals.   
◦ Cash has emotional bargaining power.  At a mattress store we pulled out our $100 bills and the salesperson 
immediately dropped the price on the mattress we'd chosen from $1200 to $600 with no other negotiation! 
• It helps teach your kids about money. 
◦ Your kids gain a better understanding of how money works when they see you using cash.  For example, you 
have to make an actual exchange when you use cash, whereas you get to put that credit or debit card right back in your 
wallet! 
 

Disadvantages of Using Cash 
 

• I'll lose it/It will get stolen/I'll be mugged! 
◦ The money you save by using cash over time easily makes up for a lost envelope here or there. (We have only 
lost, for good, one envelope in over two years, and it contained about $40.  We have saved hundreds, most likely 
thousands by using cash). 
◦ Sometimes people do return the envelopes to you (this has happened to us a few times!).  Write your phone # 
on the envelopes. 
◦ Losing your wallet with all your various cards and personal info in it has about the same odds, and is actually 
worse from an identity theft and hassle standpoint, even if you do eventually get your money back with a card.   
◦ Keep your cash envelopes separate from all your other cards and license if you can.  This helps keep all that 
personal info more safe since you don't have to get it out as much. 
◦ If you chronically lose stuff or are still very afraid, let your partner be in charge of keeping the envelopes, or 
leave most of them home and bring only the ones you need (which can also help you stick to the budget) 
◦ Go through to a drive-through teller and stay in your car when withdrawing large amounts of cash. 
◦ It's not as hard as you might think to be discrete, especially with experience. 
• It's awkward and inconvenient. 
◦ That's actually part of the point!  You want spending money to be a little difficult—more difficult than it 
typically is these days.  The easier it is to spend money, the more you spend! 
• I'll miss out on my points/rewards/cash back that I get with credit cards. 
◦ Unless you're getting at least the equivalent of 12% cash back, it's probably not worth the extra you're 
spending due to use of plastic in the first place (see top of page). 
◦ Don't forget that points are a marketing tool.  They are incentives to spend money and provide the means to  
justify spending with the points you'll “earn”.  It becomes a (subconscious) excuse to spend rather than save. 
◦ Over 70% of airline mile rewards are never redeemed. 


