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  INTRODUCTION

  This is a book about the human aspects of wealth—your wealth and its impact on your children. It will challenge your beliefs about what your money can and cannot do for your offspring.

  As a guide for parents, this book deals with the issues that you and your “children of affluence” face: the opportunities and the challenges of having and inheriting money.

  A brokerage firm recently asked in a large two-page ad: “Will my kids inherit the work ethic or the wealth ethic?” Financial privilege can lead to lives of ambition and hard work for some, while others are strangled by riches, finding only unhappiness, loneliness, a lack of life purpose, or an attraction to destructive behaviors.

  You’ve probably heard the proverb, “Shirt sleeves to shirt sleeves in four generations.” The first generation works hard and creates a fortune, often doing it without significant changes in values or lifestyle. The second generation spends lavishly and joins charitable boards, so the fortune plateaus and begins to dissipate. The third generation does not work and consumes the family fortune; the fourth generation returns to hard work and seeking the family fortune.

  Perhaps you know a family like the Morgans. Randy, the grandson of the founder of the family business, went to a local banker seeking a loan. The banker exclaimed, “You’re a Morgan. Tens of millions of dollars have flowed through your family’s hands over the past decades.”

  “That’s correct,” Randy replied. “My grandfather built a very successful business. But my father and his siblings sought a new lifestyle, making ever-increasing demands on the family’s resources. They sat on the boards of numerous charities and gave generously. What started out as one-time special charitable projects turned into annual commitments. The Morgans became part of high society and developed a pattern of spending on designer clothes, expensive cars, and very lavish parties. Cash flowed out; investments had to be sold. On my father’s death, we were left with less than twenty percent of the original family fortune. Now I need a loan. I’ll put up Morning Glory, the family estate, which was left to me.”

  After listening attentively, the banker sadly shook his head. “No. You have mortgaged Morning Glory to the hilt and there is no safety margin. We would be underwater if we needed to foreclose.”

  A growing number of Americans have accumulated more than enough money to live comfortably. As adults, their children may enjoy the opportunity to pursue their passions as careers and not work merely to pay the monthly bills. One of the advantages of privilege is that it allows for a considerable measure of individual flexibility, and even the freedom from having to work. But privilege has its dark side.

  For high-net-worth families, the burden of uncertainty and insecurity that comes from the fear of poverty is lifted. When money is not a concern, you must be more certain about your own beliefs and be willing to act accordingly in raising your children. One of the biggest challenges of wealth is its impact on future generations.

  You are probably aware of affluent parents who provided their children with every possible material luxury, only to see them struggle to lead productive lives as adults. They may be unable to retain employment, lack personal passions, and focus only on spending. Some develop serious substance abuse problems. Others continue to live at home, still dependent on their parents.

  Parents, especially affluent parents, must be careful not to create “leeches.” Leeches come in many forms:

  • The good student leech excels in studying, often at the best prep schools and most prestigious universities, achieving numerous degrees. The problem is that he continues to acquire one degree after another, living the relaxed student life, while the bank of Mom and Dad pays tuition and living expenses.

  • The crisis leech seems to find drama at every turn, returning home with an unwanted pregnancy, a wrecked car, an eviction, an unexpected job loss, or some other crisis that requires Mom and Dad to come to the rescue.

  • The addict leech rotates through a seemingly endless cycle of drug or alcohol binges, rehab, and jail time. He returns to the family home in between one stage and the inevitable next.

  • The lazy leech enjoys sleeping all day and partying all night, seemingly undisturbed by the absence of a career or any meaningful occupation.

  All these leeches have inherited the “wealth ethic” instead of the “work ethic.”

  Every family has its challenges where children are involved. However, the well-meaning substitution of material goods for responsible child-rearing remains an ill- fated, familiar pattern in many wealthy families.

  Children given too much, too soon, often grow to become adults who experience difficulty coping with life’s challenges and disappointments. Their distorted sense of entitlement often gets in the way of success in relationships and in the workplace. Overindulgence often results in self-centeredness and self-absorption.

  Instant material gratification coupled with a focus on external appearance and emotional deprivation often lead to low self-worth and self-confidence; an inability to delay gratification or tolerate frustration; impatience and demands when desires are not immediately fulfilled; an absence of motivation and drive; or an identity crisis marked by a lack of purpose and difficulty in trusting and forming lasting relationships, particularly intimate ones.

  You want to raise thriving human beings in the next (and succeeding) generations. You want your children to grow up to be hardworking, emotionally mature adults, comfortable in social settings with the non-rich, inclined to philanthropy, and knowledgeable about investments. You want to raise kids with positive character traits, such as a sense of purpose in life, a sense of direction, and the knowledge that financial privilege is a responsibility. Wealth brings opportunities and corresponding responsibilities on a different scale.

  


  This book will help you make sure that your kids grow up to be productive, motivated, responsible adults, able to handle life’s realities despite having the means to shirk everyday tasks. It will help you to bratproof your kids against becoming self-centered materialists—people who are spoiled, arrogant, and unmotivated, with feelings of entitlement and attitudes of superiority. It will guard against their turning to tragic lives of addiction, drug overdose, or even suicide.

  This book will help you to face two challenges: first, protecting your children from the potentially negative influences of your wealth by instilling positive character traits; and second, protecting your wealth from being destroyed by children and grandchildren who are unprepared to handle substantial assets (given that taxes and other external factors may eat away at a family fortune). In addition to preparing wealth for the family, you need to prepare the family for wealth.


  PART I

  How to Protect Your Children from the

  Potentially Negative Influences of Your Wealth


  
1 Your Responsibilities in Raising Your Children: Five Rules to Remember


  Children are one of the greatest delights in life. They are not only dearest to us in the world, but also messengers of joy.

  With the first word your child utters and the first step he or she takes, your joy grows ever stronger. However, children are not only given to you to serve as a source of joy and to replenish your hopes. They also impose an enormous responsibility on you as a parent.

  The moment a child enters the world, he or she awakens in our hearts a wellspring of love. This “love at first sight” continues throughout the life of each of your offspring, who must experience the feeling of being loved unconditionally—without any performance requirement, whether academic, athletic, musical, or social. Don’t substitute material indulgence for nurturing. More “stuff” does not equal more emotional sustenance. Let each child know that you think he or she is special. Children must feel loved and valued.

  Ask each, “How do you know I love you?” A child may not see what you consider to be signs of love, so listen to what he or she says and strive to modify your behavior. Small changes may significantly impact a child’s view of your love. Try to close the gap between what you intend to express as love and a child’s interpretation of your words and deeds.

  RULE 1

  Always provide your children with your unconditional love and caring.

  ONCE CHILDREN COME into this world, parents have a responsibility to love. With love comes duty. Affirm and accept each child for who he or she is. Be accepting and supportive of each one’s uniqueness. Accept every aspect of his or her being. Avoid being a “stage mom” or “sports dad,” putting the achievement you seek over unconditional love for a child who would prefer to read a book alone or play simple games with a friend.

  You may discover that your children may give you unhappiness and trouble. The unpleasantness you get from your children may result, in large part, from the fact that your children received negative influences in their formative years. If this is the case, you as a parent may have much to do to reverse the effects of these negative influences.

  The challenge of modern parenthood is especially great for the affluent. You can provide your children with an abundance, if not an overabundance, of material goods. Yet without boundaries from infancy on, children frequently grow up to be spoiled, arrogant brats.

  We are from the no-spoiling (or very limited spoiling) school of child-rearing. Affluent parents can bratproof their offspring, although they are wealthy enough to spoil them rotten. Keeping your eye fixed firmly on your children’s future means ensuring their long-term happiness, sometimes at the expense of their pleasure in the present.

  RULE 2

  You are not mean if you discipline your children. Firm, consistent discipline matters.

  WHEN OUR SON was two years old and we were traveling across country by car, we stopped for dinner one evening in a nice restaurant. Our usually well-behaved son began acting up even before we had ordered, to the annoyance of other diners. Being a responsive mother, I firmly picked him up, walked with him out to the car and strapped him into his car seat. I leaned over and said quietly but very firmly, “Dad and I want to have dinner and we want you to be with us, but not if you make so much noise. Do you want to stay in the car by yourself or come back inside with me and behave? If you don’t behave we will never take you to another restaurant again.”

  Now, both of these were idle threats; I never would have left him alone in the car, nor would I have refused to take him to another restaurant, but he was two. He understood that I was angry, and he believed me. We returned to the restaurant and had a very peaceful meal, although I got a few curious stares when we quietly returned to our seats.

  Provide a predictable, secure home for your children. They need clear, consistently enforced rules, which include a respectful attitude. Select and enforce meaningful consequences, specific and reasonable, whether financial, social or sports activities, or loss of dining out privileges. Ahead of time, inform your children of the consequences of any negative behavior; immediately and calmly impose the penalty, if required. When they ask, your children deserve a reasonable, age-appropriate explanation for your boundaries and sanctions, thereby enabling them to make the choice to behave in an appropriate manner in the future because they understand the rules and the consequences.

  Although children need firm discipline, focus on their acts, not on the individual; criticize the behavior, not the child. Focus your discipline on the undesired behavior, and convey your displeasure in neutral terms. A child repeatedly called “stupid” will likely come to believe it. Children are rarely stupid, although their behavior may occasionally cause a parent to wonder. They are just being children.

  Children want firm discipline. They need limits on their behavior. They feel better, more secure when they live with a defined structure. Impose a regular bedtime and reasonable curfews. Do not tolerate rude behavior anywhere or bow to every demand. Do not make your home a child-centered place, where everyone automatically caters to a child’s wishes. Remember your children need you to be their parent, not their best friend. As a parent, be a cheerleader, but do not cave in.

  If your children know there are limits and consequences, they will likely behave; they know that if they don’t, they will pay the price. You must, however, set boundaries. Don’t tell your teenage daughter what she shouldn’t do with respect to drinking or illicit drugs and then leave it up to her. Don’t tell her, “I won’t be upset if you try pot at parties, but not to touch ‘hard drugs.’” And don’t regale them with stories of your college drinking or drug experimentation. To a teen, it’s like saying, “Do anything you want.”

  You and your spouse need to develop a unified discipline plan you both can support and administer in a consistent manner.

  You don’t fulfill your parental duties by merely supplying your children with an endless array of material objects, from toys to computers.

  RULE 3

  Do not pander to every one of your child’s material desires.

  WE WERE RECENTLY invited to the home of friends to admire their new living room furniture, but when we arrived the sofa, chairs, and floor were covered by a sea of puppets, toys, dress-up costumes, and other children’s belongings. Our friends typified many affluent parents who often give their children every advantage. Despite the best of intentions, they raise “wanting machines,” who only want more and more material goods. These parents confuse permissiveness with love. Don’t give things rather than giving yourself.

  All the kids in your child’s class get extravagant birthday parties—at least, that’s what you’re told. Your son wants one. Just say, “I do not believe in spending large sums of money on parties. We can afford it, but that isn’t how we choose to spend our money.” It isn’t necessary to hire an elephant for kiddy rides, as one father did, for your son or daughter to celebrate a birthday.

  You must learn to deal with a child’s craving for some new, costly material object and her insistence that “Everyone has one.” It is harder to say “No” when you can afford to say “Yes.” But don’t breed in your children an enormous sense of entitlement by over-providing material goods. Once you turn the faucet on by giving children their wants rather than their needs, it is hard to turn it off.

  Learn to say “No” to the call of expensive toys, clothes, and electronics. When your daughter says, “I want a $300 sweater like Susie’s,” be prepared to respond, “In this family, we don’t wear $300 sweaters.” By minimizing the importance of the high-priced, brand-name clothes your children wear, you indicate that your belief system reflects more than material goods do.

  On our son’s eleventh birthday, he came downstairs crowing, “Only five more years until I get a car!” Our response was that he could have any car he could afford to buy. We promised to pay for car insurance, but told him to start saving birthday checks and other money because he would be paying for the car on his own. He took us seriously, saved his money, and bought his first car at nineteen. Despite being very financially successful after college, he kept that first car he bought with his own money for more than ten years. It had almost 200,000 miles and a lot of dents and dings, but he loved that car as he would never have cared about something we bought for him.

  Don’t provide more material goods than your children need. We realize that this is difficult in modern-day America, because you don’t want to appear miserly. Listen to your children’s wishes and their desires to fit in, but stand on your principles. Never lie to your children (Virtue 7, page 71) and tell them you can’t afford something when obviously you can.

  Remember: Overindulging often leads to an inability to tolerate the discomfort of thwarted instant gratification. Often, these children will not stick to and master tasks, and thereby forgo experiencing the pleasure of achievement. Because life has its ups and downs, it is vitally important for your children to experience delayed gratification and overcome frustration. Children need to experience the inner satisfaction of turning adversity into challenge and then achievement. It contributes to their developing emotional resilience.

  RULE 4

  “No” belongs in every parent’s vocabulary, to be used responsibly.

  CHILDREN NEED TO hear the word “No” in order to grow. Say “No” and mean it. Don’t worry that your children will dislike you, will throw a tantrum, or will be permanently damaged. Again, both parents must create a united front.

  Sometimes a “No,” on reasoned reflection bends to a “Yes.” Your eight-year-old daughter, wanting to feel grown up, asks for her own cell phone. Realizing that cell phones have emerged as the latest must-have electronic status symbol among elementary schoolers, you say “No.” She persists, pointing out a bright red one that features five keys, including keys with icons for speed-dialing parents.

  Rational arguments for saying no continue to reverberate in your head: eight-year-olds are rarely ever without adult supervision, cell phones are often lost, batteries quickly run out of power, and so on. However, you’re part of a two-career household and cell phones provide an electronic security blanket, an emergency backup system in a post-9/11 world of color-coded threat levels and possible terrorist attacks. You can easily afford to purchase a nice youth-oriented phone plus the prepaid airtime. Ultimately, persuaded by the global-positioning satellite feature that allows you to locate the phone (and presumably your daughter) from another phone, you give in, rationalizing, “It will give me peace of mind, for instance, when she’s riding in the school bus. What if the bus driver has a medical emergency or the bus is stranded in the snow?”

  However, once you were called a dozen times in four days, the novelty wore off and you weren’t called again. “She doesn’t use it, but I like knowing it is there.” When other children at school saw that your daughter had a cell phone, several, including her best friend, went home and begged for one. You realize that you should have admonished her: “It’s a privilege to have a cell phone. Don’t advertise it to the other children, especially kids from families who cannot afford one and may be made to feel worse and worse.”

  RULE 5

  Spend time with your children; get to know each of them.

  BEYOND THE USUAL obligations such as attending a child’s soccer game or a cultural performance, make sure to spend time with each of your children. Play a game together, read to or with them, build something together, go for a walk with them. Often, what children value most about each week is time spent with parents. Lavish each child with the gift of your time. One of the authors vividly recalls the lazy summer weekends he spent fishing with his father and their annual father-son visit to the circus.

  To raise children who can and want to successfully take charge of their lives as adults, be present for your children. Give them your scarcest resources—your time and your emotional energy—to provide the full range of unconditional parental love, from affection to setting clear boundaries. Remember Rules 1 and 2, pages 20 and 21. Developing a close, honest relationship with each of your children probably represents the most powerful protection against risky behavior, such as substance abuse or eating disorders.

  Dinnertime provides the most convenient, comfortable way to build these connections, especially over the foods your children like. It enables parents to monitor their children’s behavior and provides an opportunity to create a sense of belonging to a family unit.

  Try to have dinner together with your children as many evenings as possible each week. Obstacles exist, of course, including late working hours of one (or both) parents and activities that overlap with dinnertime. Don’t schedule another meeting for yourself or another activity for your children at the family dinner hour.

  Family dinnertime provides structure, a predictable routine, and a sense of community. It builds family bonds; it should be a relaxing time during which family members can enjoy each other’s company. It provides an opportunity for conversation, perhaps about current events, in our noisy, frenzied world. Curb your tendency to preach to your children. Ask questions to draw them out and listen to their answers; try to listen, without criticism, or interruption, even if the thoughts and feelings they express seem trivial. Strive to be knowledgeable about each child’s heroes, friends, likes, and dislikes.

  The family dinner hour also provides a good opportunity for children to learn table manners, but try not to put a damper on the atmosphere. Avoid unnecessary reprimanding. We realize that it’s difficult, but try to share at least some part of the food together so that the gathering retains its power to connect. Not everyone likes to eat the same foods, but the act of sharing food together increases the bonds between family members and the acceptance of each other’s different tastes.

  Always remember that the best things you give your children is your love and nurturing, not expensive toys, vacations, or automobiles.

  No matter how busy you are, try to spend 10 to 15 minutes a day with each of your children, one-on-one and uninterrupted, in person or on the telephone. One child may require more of this private time than another. It may be at bedtime with younger children; for older ones, perhaps walking the dog or in the car on the way to school in the morning. Give each child your undivided attention and let him or her discuss anything he or she wants to, express any opinion, without any negative reaction on your part. Let each know you will listen, thereby creating an environment conducive to ongoing, honest, parent-child communication.


  
2 The Key to Child Rearing: Impart Seven Positive Character Traits


  Instead of nonjudgmentalism or letting children “do their own thing,” which we believe often leads to hedonism and narcissism, we recommend providing strong guidance and standards for your children. Let them learn to differentiate between right and wrong, good and evil. Improving one’s character is, in our opinion, the goal of life. Perfection cannot, however, be the expectation.

  In thinking about character formation, remember that children evolve through three distinct stages of growth and development: infancy, youth, and adolescence. Although they are always your children, their relationships to you as a parent change as they grow older. In infancy, they belong totally to you. In youth, they belong partly to you and partly to the world; in adolescence they belong mostly to the world and only a small part to you.

  In each stage of development, they are, of course, your children. However, they are different beings in each of these periods. Although your children are tied to you in all these stages, with each succeeding stage, their relationship to the world outside the home changes. Through their growth and development, their independence becomes stronger and more assertive.

  For purposes of this chapter, as well as Chapters 3 and 4, let’s focus on the dependent stage, which comprises the early years of a child’s existence, when a child is malleable, ready to be fashioned. It is the most important period in the formation of one’s character. Each child is equipped with abilities and potentialities that will bring out the best in him or her if properly cultivated. Through proper training, guidance, and encouragement you can help cultivate those qualities that make for greatness; conversely, erroneous emphasis or negligent care may lead to a life of smallness, if not failure.

  The first ten years or so are the most important ones in your children’s lives. During these years, the foundation is put in place for all their subsequent years. Because a child is malleable, during the first decade of his or her life, a considerable amount of molding is possible. Thereafter, although a child continues to acquire more knowledge and skills, as discussed in Chapter 11 change in one’s habits, although not impossible, becomes more difficult; new things do not take root as quickly; new character traits are often only imparted after a struggle.
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