Van Westmoreland

ou’ve worked hard for your
money, and now you want
it to work for you. If you

are like most Americans, you un-
derstand the importance of an es-
tate plan. You’ve mapped out your
financial future, including how
your wealth will finally be distrib-
uted, and you are at ease with the
notion that your final bequests will
guarantee a financially successful
future for your children. But have
you taken the extra steps necessary
to protect your children and grand-
children from the burdens that
come with inheriting wealth?

Here are some issues to keep in
mind during the estate planning
process:

Grief. Inherited money usually
comes at a deep personal cost—the
death of a loved one. At a time of
mourning, loved ones should not
be asked to make financial deci-
sions. They are simply not in the
right state of mind.

Feelings of Inadequacy. Wealth is
often created by talented and re-
sourceful people. An heir may feel
inadequate or unworthy of the in-
heritance because he or she doesn’t
possess the benefactor’s talents.
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The “I'm Entitled” Mindset. A
tricky problem for some parents
is children who feel they are enti-
tled to a wealthy lifestyle. Sudden
wealth often curbs ambition, leav-
ing many “would-be achievers”
unmotivated to reach their true
potential. Others are just not finan-
cially smart—especially those who
inherit money at an early age or
have never been taught any money
management skills.

Here are some steps you can take
to help your children feel confident
in managing sudden wealth:

Financial Training 101. No mat-
ter what potential issue you may
face, it is important to teach your
children all you can about money.
Don’t ever assume your children
value the money you earn as much
as you do. And don’t hope they will
learn the financial skills you may
have taught yourself. Whatever
values you want your children to
have when it comes to money, you
should take the time to teach them
yourself.

Communicating  About  Money.
Many parents believe that money
is “grown-up stuff” and financial
concerns should be kept a secret
from children. This is doing a dis-
service to your children. You must
become accustomed to talking with
your children about money, its
meaning, and its uses. Eventually,
your child will be old enough to

be told not only about their inheri-
tance, but also about the whole of
how you have divided your estate
and the reasons why.

Encouraging a Spirit of Entrepre-
neurship. Your children may never
be business owners or inventors, but
every child has a talent! Encourage
your children to find their own
paths. Look for projects that en-
courage the use of their talents, and
let them know you support their
effort just as much as their achieve-
ments. By developing a sense of in-
dependence and accomplishment,
your children will develop self-con-
fidence. This will be a valuable asset
in managing their financial future.

Tying an Allowance to Effort. By
tying your children’s allowance to
household chores or homework,
your children will quickly learn
the value of a dollar. You may even
decide to tie allowances to good
grades—further encouraging your
children to achieve. But whatever
format you choose, be consistent—
if they don’t get their work done,
they shouldn’t get paid!

Teaching Patience and the Impor-
tance of Saving. Encourage your chil-
dren to develop the competence and
confidence that comes from being a
smart and frugal consumer. Even at
an early age, children can grasp that
by saving a little bit of their allow-
ance, they can eventually buy things
on their own. It may be difficult to
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watch your children buy things that
are overpriced or a waste of money,
but this is the only way they will
become discerning shoppers. This
exercise will also help children real-
ize they cannot buy everything they
see. They may need to be patient
and save for a few months to buy a
particular item, but this will only in-
crease their overall appreciation for
what they save up to buy.

Instilling the Importance of Invest-
ing. In their early teens, children are
ready to learn about investing and
putting their own money to work.
Talk about how the stock market
works and how investments accrue
or lose value. It may even be help-
ful to have your financial advisor
talk with your children as well.

Devising Financial Planning Stra-
tegies. Financial planning is not
reserved just for setting retirement
goals and estate distributions. Once
your children are in high school,
they are ready to identify and com-
mit to intermediate financial goals,
such as buying a car, planning for
prom, and paying for college. If
your children will be fully or par-
tially funding these goals, this ex-
ercise is also an important tool in
helping children determine which
financial goals are truly important.

Conclusion

Helping your children cope with the
responsibility of money will help
eliminate many of the psychologi-
cal anxieties that can accompany an
inheritance. Raising productive and
financially savvy children who can
successfully cultivate their inheri-
tance into a wealth transfer for the
next generation can be accomplished
by making a real commitment to
providing your children with a fi-
nancial education. Remember, one
of your financial goals is to build a
roadmap for your children’s finan-
cial success!
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