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* The title of this newsletter should in no way be construed that the strategies/information in these articles are guaranteed to be successful. The reader should discuss any financial strategies presented 
   in this newsletter with a licensed financial professional.                                     
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“Every conversation 
about money is also 

about values.”    

- Ron Lieber, 
The Opposite of Spoiled

Perpetuating  First-Generation Success
creates the fortune, may not do as well with 
family relationships. When the ambition to 
acquire wealth is an unhealthy obsession, it can 
damage family dynamics. Children grow distant 
and resentful of absent parents, or a divorce 
creates lasting divisions. The first generation may 
compensate for these imbalances in their personal 
lives by spoiling their children, lavishing them 
with material things and discouraging them from 
developing the habits and skills to create their 
own wealth. And because their financial success 
is integral to their self-worth and identity, many 
first-generation wealth builders have a difficult 
time letting go; they don’t trust anyone else to 
manage what it took them a lifetime to build. 
Consequently, the human capital at the heart of 
their financial success – the skills, values and 
experiences – never becomes part of the 
generational transaction.

The failure to transmit these intangibles has 
a ripple effect, practically and psychologically. 
When a family fortune is dispersed to several 
heirs, there is an immediate diffusion; one large 
fortune becomes several smaller ones. From a 
management and opportunity standpoint, 
economies of scale are lost. Instead of one 
management fee, there are several. And while a 
large fortune might have the resources to take 
on a great project, the heirs may not be agreeable 
to recombining their shares to do the same thing.

Recipients of inheritances may not comprehend 
the connection between the money they receive 
and the work required to obtain and preserve it.
Research shows a startling tendency for inherited 
wealth to be frittered away with ill-informed
investment decisions, spendthrift lifestyles, and 
destructive behaviors. Citing a 2008 study by the
World Health Organization, Caren Chesler, in a 
September 7, 2011, article for Private Wealth, 
wrote that, “While there are a number of reasons 
wealthy families see their fortunes dwindle,

 The universe has an aggravating sense 
of irony: After working a lifetime to get it, 
you can’t take it with you. And whatever you 
leave behind will probably be wasted. 
 According to the Boston College Center for 
Retirement Research, two-thirds of American 
baby boomers will inherit an estimated $7.6 
trillion. That’s real money. Unfortunately, as 
Wall Street Journal reporter Missy Sullivan put 
it in a March 8, 2013, article: “They’re likely to 
blow it.”
 This is not a new problem; ancient 
philosophers also despaired over the challenges 
in passing their wealth to future generations. 
King Solomon lamented:
  I turned about and gave my heart up to 
despair over all the toil of my labors under the 
sun, because sometimes a person who has 
toiled with wisdom and knowledge and skill 
must leave everything to be enjoyed by 
someone who did not toil for it. This also is 
vanity and a great evil.

 Today, the phrase “from shirtsleeves to 
shirtsleeves in three generations” neatly summarizes 
this reality: The first generation works extremely 
hard to amass a family fortune. The second 
generation enjoys many benefits from their parents’ 
efforts, but often lacks discipline, skill or drive to 
continue on the same track, and ends up spending 
down the fortune instead of growing it. The third 
generation, typically having limited awareness of 
the source of their wealth, squanders what’s left. 
 Sullivan noted that “Research shows family 
money rarely survives the transfer for long, with 
70 percent evaporated by the end of the second 
generation. By the end of the third? Ninety percent.”    
Why does this happen?
 Several factors conspire to make successful 
wealth transfers the exception. Perpetuating wealth 
across generations requires a transfer of productive 
habits and values as well as assets. If these 
intangibles are missing from the succession plan, no 
amount of money can overcome the wasting effects.
 For example, the first generation, the one that 
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PERPETUATING FIRST-GENERATION 
SUCCESS 
substance abuse is one of the most common.”
It Doesn’t Have to Be This Way
 Even though many generational wealth 
transfers end badly, there are success stories. 
And many of these successes have common 
elements. Among them:  
 Early involvement in family finances. In 
his newly released book “The Opposite of 
Spoiled,” author and New York Times personal 
finance columnist Ron Lieber persuasively 
argues that even at early ages, kids are “intensely 
curious” about money. This curiosity provides 
excellent opportunities for parents to connect the 
value of a dollar to the values they want their 
children to embrace. Lieber is also a proponent 
of children working, particularly in a family 
business, noting that work can be a great catalyst 
for developing “grit” (defined as “perseverance 
and passion for long-term goals”). Some parents 
may consider finances a personal topic, something 
not to be discussed with children, even when 
they grow up. But “protecting” children from the 
realities of family finances – both good and bad 
– puts heirs at risk when a generational transfer 
occurs. Early engagement gives both generations 
time to fashion a mutually beneficial working 
relationship with the family’s fortune.
 An ethical will to connect values and 
resources. Also known as a legacy letter, an 
ethical will has a long history, particularly in 
Jewish culture. Writer Pat McNees explains that 
an ethical will “conveys expressions of love, 
blessings, personal and family stories you 
treasure; it articulates what you value and want 
to be remembered for, what you hope your 
survivors learn from you or want your children 
and grandchildren never to forget.”
 An October 31, 2014, New York Times article 
highlighted the resurgence of ethical wills, 
particularly in video form, adding that these non-
binding legal documents “are increasingly seen 
as important legacy-building ingredients, because 
they can convey a person’s deep inner values and 
beliefs, even helping soothe ruffled feathers 
when dispensing family assets.” A Financial 
Planning Association survey found ethical wills 
to be “ten times more important to most people 
than their parents’ financial legacy.”
 A transfer structure that encourages 
stewardship rather than ownership. When 
heirs receive an inheritance, the assets are theirs 
to allocate and consume, and their only 
accountability is the consequences that follow. 
On the other hand, Forbes online contributor 
Todd Ganos mentions in a February 2014 article 

this finding from a Pepperdine University study:
 “(W)hen mom and dad’s assets remain intact 
and are managed as if they were a company, 
families will view their wealth differently. As 
assets pass down the generations, each generation 
does not view the assets as ‘theirs’ but rather views 
themselves as stewards of something bigger.”
 Typically, this stewardship arrangement 
involves the establishment of a family trust with 
heirs serving as trustees. The degree of complexity 
of this legal structure varies depending on the 
assets, but the ultimate expression of family 
stewardship is perhaps embodied in the Single 
Family Office (SFO).
The Single Family Office
 The SFO concept has a history tracing back 
to ancient Rome, with the modern version 
originating in the 19th century among families 
who amassed great fortunes in the Industrial 
Age. A Single Family Office is a private 
company of professionals who are dedicated 
exclusively to the investment, personal and 
legacy needs of one family, including:

 Investment-Related Services
 Management of Complex Assets
Accounting, Tax Planning and Compliance
 Asset Protection and Risk Management

 A full-blown SFO is a comprehensive, 
integrated enterprise that provides a single 
point of interface for the family (see 
illustration). Its duties can include things like 
household staff management, travel arrangements, 
day-to-day accounting and payroll activities, tax 
planning and reporting, family governance, 
financial and investment education, philanthropy 
coordination, and succession planning. While this 
approach can’t ensure heirs will emulate the habits 
and productivity of the first generation, the format 

provides safeguards and incentives to encourage 
a multi-generational perpetuation of wealth. 
 This assistance is expensive; most advisors 
believe family wealth must be between $50 
million and $100 million in total assets for the 
SFO format to be economically feasible. But 
even if your fortune is much smaller, it is 
possible to incorporate key features of the 
family office in your own plans. 
 Many financial professionals offer some of 
the family office services, and can usually 
provide referrals for other categories. You could 
select one financial professional to hold the 
“Family Office” position, i.e., to be informed of 
your financial interactions with the various 
professionals, and to assist you in coordinating 
with them. In the future, this same individual can 
also be the principal point of contact for heirs. 
Combined with the right legal structure, an 
ethical will, and the ongoing engagement with 
your children, the result looks quite a bit like a 
scaled-down single family office.
 Leaving assets without guidance is a recipe 
for waste. If you want your wealth to bless 
successive generations, you should provide 
instructions and assistance. This is especially true 
for instilling the values and habits you see as 
crucial, and also applies to the legal structures and 
trusted professionals you want to assist your heirs. 

    http://www.switzerland-family-office.com/services.html

ARE YOU PERPETUATING 
FIRST-GENERATION VALUES 
TO YOUR HEIRS?

THE TRANSFER PROCESS COULD 
BEGIN TODAY. DO YOU HAVE A 
TRUSTED PROFESSIONAL TO 
FACILITATE A GENERATIONAL 
TRANSFER?


