
Citation:
Victoria Haneman, Incorporation of Outcome-Based
Learning Approaches into the Design of (Incentive)
Trusts, 61 S.D. L. Rev. 404  (2016)


Provided by: 
Klutznick Law Library / McGrath North Mullin & Kratz Legal Research Center

Content downloaded/printed from HeinOnline

Thu May 24 15:58:16 2018

-- Your use of this HeinOnline PDF indicates your acceptance
   of HeinOnline's Terms and Conditions of the license
   agreement available at https://heinonline.org/HOL/License

-- The search text of this PDF is generated from 
   uncorrected OCR text.

-- To obtain permission to use this article beyond the scope
   of your HeinOnline license, please use:

Copyright Information

                                     Use QR Code reader to send PDF to
                                     your smartphone or tablet device 

https://heinonline.org/HOL/Page?handle=hein.journals/sdlr61&collection=journals&id=430&startid=430&endid=438
https://www.copyright.com/ccc/basicSearch.do?operation=go&searchType=0&lastSearch=simple&all=on&titleOrStdNo=0038-3325


INCORPORATION OF OUTCOME-BASED LEARNING APPROACHES
INTO THE DESIGN OF (INCENTIVE) TRUSTS

VICTORIA HANEMANt

This essay is based on a panel discussion at the 2016 South Dakota Law

Review Symposium: Asset Protection and Trust Innovations: South Dakota's Role

in Paving the Way for Innovations Nationwide. The largest transfer of wealth in

United States' history will occur over the next thirty years as the aging baby

boomers prepare to transfer an estimated $30 trillion. A desire to balance

privilege and personal responsibility is reflected in this generation's aversion to

"trustafarians" and the seeming popularity of incentive trust provisions.

Incentive trusts incorporate financial incentives and disincentives designed to

encourage the positive behavior of a beneficiary. The purpose of this discussion

is to explore the idea of incorporating learning outcomes into the drafting of

incentive trusts when the incentive provision requires that the beneficiary develop

a skillset as opposed to merely completing a binary task. In the context of legal

education, law schools are moving away from focusing on the ability of the student

to complete a particular course and are focusing instead on the broader outcome:

a graduate's ability to demonstrate knowledge and understanding of the law such

that the graduate can deliver legal services of a high quality. By incorporating a

clearly articulated objective in an incentive trust when the grantor wishes for the

beneficiary to develop a skillset, the beneficiary may be moved towards an

intentional paradigm oflearning. By way ofexample, the proposed approach will

be framed within the context of a laudable proposed goal: creditworthiness of the

beneficiary.

I. INTRODUCTION: "SHIRT SLEEVES TO SHIRT SLEEVES IN THREE
GENERATIONS."

The largest transfer of wealth in United States' history will occur over the

next thirty years as the aging baby boomers prepare to transfer an estimated $30

Copyright C 2016. All Rights Reserved by Victoria Haneman and the South Dakota Law Review.

t Professor of Law, Concordia University School of Law; my heartfelt gratitude to research assistant Matt
Frost for taming my unruly footnotes.

1. A proverb of unknown and ancient origin, with equivalent proverbs found in other cultures and
countries. Richard M. Segal, Shirt Sleeves to Shirt Sleeves in Three Generations, CORP! (July 1, 2008),
https://www.corpmagazine.com/special-interests/family-business/shirt-sleeves-to-shirt-sleeves-in-three-
generations/. The Lancashire version of the proverb is "there's nobbut three generations atween a clog
and clog." Id. The Italians say, "dalle stalle alle stelle alle stalle" ("from stalls to stars to stalls"). Id. In
Spanish, the proverb is "quien no lo tiene, lo hance; y quien lo tiene, lo deshance" ("who doesn't have it,
does it, and who has it, misuses it"). Id.
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trillion.2 A desire to balance privilege and personal responsibility is reflected in
this generation's aversion to "trustafarians."3  And 'for those clients with
multigenerational wealth, the issue of third generation destruction of wealth has
become a particularly relevant topic. These clients seek to avoid destruction of
wealth that is almost inevitable despite the best efforts of financial and estate
planners-with almost 70% of family wealth lost by the second generation, and
more than 90% destroyed by the third generation.4

The almost-foolproof solution is to circumvent the next generations entirely,
leaving one's fortune mostly or wholly to charity. For obvious reasons, this does
not accord with the desires of most settlors. An alternative is to pass one's fortune
to the natural object of bounty with strings attached-or conditions designed to
encourage positive behavior-through use of an incentive trust. Incentive trusts
condition receipt of inheritance upon more than simply attainment of age, using
specific trust provisions that either mandate or prohibit behaviors as a condition
of distribution.5 Such provisions may, for example, require that the beneficiary
graduate from college or marry prior to receiving a distribution of interest or
principal. Conversely, incentive trust provisions may also prohibit behavior
deemed undesirable, such as the abuse of alcohol, use of illegal drugs, or excessive
gambling.

As a law professor, it is unsurprising that I embrace the idea that education
serves as a panacea for many ills. It is worthy of note, however, that wealth
management firms and estate planners have also embraced this idea that family
education-focused upon such topics as the fundamentals of budgeting, investing,
and about the responsibilities of multigenerational wealth-may go far to prevent
third generation destruction of wealth.6

2. Roxanne Roberts, Why the Super-Rich Aren't Leaving Much of Their Fortunes to Their Kids:
Not Having Trust Fund, Wealthy Parents Say, Gives What Money Can't Buy, WASH. POST (Aug. 10,
2014), https://www.washingtonpost.com/lifestyle/style/why-the-very-rich-arent-giving-much-of-their-
fortunes-to-their-kids/2014/08/10/4a955 1b4-lccc-1 1e4-82f9-2cd6fa8da5c4_story.html.

3. Id. (referencing trustafarians as "all those spoiled rich kids with more money than sense"). See,
e.g., Charles Paikert, Courting the Next Generation of the Rich, N.Y. TIMES (Oct. 16, 2012),
http://www.nytimes.com/2012/10/17/business/heirs-to-the-rich-learn-how-to-manage-their-wealth.html
(quoting a consultant to wealthy families, James McLaughlin, who stated, "The age of the effete trust fund
kid is over, due to the boomer parents' collective drive and ethos as well as this dismal economic cycle ...
[c]onspicuous consumption is out; purposefulness is in.").

4. Brian Luster & Steven Abernathy, Preparing for Inheritance: How to Avoid Losing It All,
BARRON'S (Nov. 10, 2015, 12:21 AM), http://www.barrons.com/articles/preparing-for-inheritance-and-
avoiding-the-fate-of-losing-it-all-1446873346 ("[T]he first generation works hard to create a fortune; the
second generation enjoys the spoils of that fortune, substituting entertainment for hard work; and the third
generation, with no role model to follow, squanders what remains of the fortune.").

5. It is not uncommon to distribute inheritance to a beneficiary at predetermined ages, with a
common structure being one-third at age twenty-five, one-third at age thirty, and one-third at age thirty-
five.

6. Paikert, supra note 3.
Programs for the next generation of wealth holders have exploded in popularity. Covering topics as
various as financial literacy, prenuptial agreements and managing family dynamics, the programs are
offered by large financial institutions like Citi Private Bank, business schools and organizations for
wealthy families like the Family Office Exchange and the Institute for Private Investors.
Id. See also Jesse Sunenblick, Educating Young Trust-Fund Heirs, WALL ST. J. (Jan. 22, 2014, 9:32 AM),
http://www.wsj.com/articles/SB 10001424052702303448204579336491413231688.
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Il. ANALYSIS

Understanding that education may well be "[t]he most successful estate-
planning tool" in terms of protecting wealth,7 the purpose of this essay is to
explore the idea of incorporating outcome-based learning approaches into the
drafting of incentive trusts. In the context of legal education, law schools are
moving away from focusing on the ability of the student to complete a particular
course and instead are focusing on the broader outcome: "graduates' ability to
demonstrate both their 'knowledge and understanding of law ... [such that each
graduate can] deliver legal services to a high quality.'8 By incorporating
outcome-based learning approaches in an incentive trust when the settlor wishes
for the beneficiary to develop a skillset, as opposed to merely complete a task, the
beneficiary may be moved towards an intentional paradigm of learning.9 Further,
a trustee may develop strategies to cultivate this learning, as well as seize upon
teaching opportunities to help the beneficiary.

Cognitive psychology suggests that metacognition-or a broader awareness
of what one is trying to accomplish-facilitates more effective learning.10 A
parallel approach to that being taken in higher education may be used to rethink
the estate planning approach to drafting incentive trust provisions that focus on
development of a skillset. By clearly identifying and articulating learning
objectives (as defined by the settlor), the goal is to move the beneficiary towards
developing the desired skillset. Such an approach would provide a framework
within which the estate planner would meet with the settlor to: (a) identify and
articulate measurable learning objectives; (b) design an approach that will allow
the beneficiary achieve learning objectives within a defined period of time; (c)
require trustee feedback as to the beneficiary's progress towards the defined
objectives; and (d) establish criteria that will establish the beneficiary's success in
reaching the articulated learning objectives."

7. Tatiana Serafin, Holding Back the Inheritance, BARRON'S (Dec. 3, 2011),
http://www.barrons.com/articles/SB50001424052748704854004577052610603785578.

8. Mary Crossley & Lu-in Wang, Learning by Doing: An Experience with Outcomes Assessment,
41 U. TOL. L. REv. 269, 272 (2010).

9. For example, an incentive trust may require that the beneficiary have their prospective spouse
execute a marital property agreement or forfeit any future distributions if married without the agreement.
The task is binary: one either executes the prenuptial agreement or refuses. Compare this to the
requirement that the beneficiary be creditworthy. Creditworthiness arguably requires the development of
a skillset.

10. Lori A. Roberts, Assessing Ourselves: Confirming Assumptions and Improving Student
Learning by Efficiently and Fearlessly Assessing Student Learning Outcomes, 3 DREXEL L. REv. 457,
466-67 (2011).

11. Cf Carolyn Grose, Outcomes-Based Education One Course at a Time: My Experiment with
Estates and Trusts, 62 J. LEGAL EDUC. 336, 338 (2012) (identifying an outcome-based model for legal
education). The outcome-based model provides a framework for the communication and planning
between the settlor and estate planner.
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A. FRAMING AN EXAMPLE: CREDITWORTHINESS AS A DEFINED OBJECTIVE

Money may provide a safety net that buys a trust beneficiary freedom from
stress and worry, but without an understanding of the rules of personal finance-
such as budgeting and saving-even the largest trust can be swiftly depleted.12
While many estate planners consider some incentive trust provisions as little more
than dead-hand financial parenting, the conversation needs to be reframed:
responsible estate planning focuses on wealth preservation, and to that end, a
beneficiary must be educated so that the inherited wealth is neither a burden nor a
negative influence.13

The ability to repay debt is an articulable objective demonstrating numerous
underlying skills-including a mastery of practical money skills and refinement
of one's financial literacy.14  If a settlor believes that creditworthiness
demonstrates a threshold of personal responsibility and achievement, this
objective may be incorporated into the trust to provide a minimum threshold for a
beneficiary's participation in family wealth. When the beneficiary attains a certain
age, inheritance will not be automatic, but will instead hinge upon the
beneficiary's success in reaching this articulated objective. Assuming
creditworthiness is identified by the settlor as a desired objective, the estate
planner must meet with the settlor to discuss and define specific learning outcomes
that undergird the broader objective.15 This may in fact be the most difficult part
of the process.

B. TRUST OBJECTIVE AND OUTCOMES

A beneficiary should be able to demonstrate his or her creditworthiness.
Learning outcomes are set forth belowl6:

12. Samantha Cooney, This Girl Spent Her Entire $90,000 College Fund on Clothes and Travel,
MASHABLE (July 17, 2015), http://mashable.com/2015/07/17/college-fund-spent-90k/#NUfJC29Lo5qT
("One 22-year-old had a college fund that most kids would kill for, but now she's thousands of dollars
short for her senior year tuition after blowing $90,000 on clothes and a trip to Europe. 'Maybe they [my
parents] should have taught me to budget or something' . . . ."). See also Marianne Hayes, Adventures in
Inheritance: What I Learned from Blowing Through $250K, FORBES (Sept. 11, 2014, 10:48 AM),
http://www.forbes.com/sites/learnvest/2014/09/1 1/adventures-in-inheritance-what-i-learned-from-
blowing-through-250k/#3594247014ce.

13. Trust provisions may limit distributions if the ultimate recipient will be the creditor of a
beneficiary. See, e.g., Nancy G. Henderson, Managing "Carrot and Stick" Provisions: Selected Fiduciary
Issues in Drafting and Administering Trusts with "Incentive" Provisions, SP004 A.L.I.-A.B.A. 485, 499
(July 17-18, 2008).

14. Learning Outcomes, ANALYTIC QUALITY GLOSSARY,
http://www.qualityresearchinternational.com/glossary/learningoutcomes.htm (last visited Jan. 18, 2016)
("Learning outcomes are concerned with the achievements of the learner rather than the intentions of the
teacher....").

15. Michael Carter, A Process for Establishing Outcomes-Based Assessment Plansfor Writing and
Speaking in the Disciplines, 6 LANGUAGE & LEARNING ACROSS THE DISCIPLINES, no. 4, Jan. 2003, at 4,
http://wac.colostate.edu/llad/v6nl/carter.pdf.

16. DR, Why You Should Create an Annual Budget, U.S. NEWS (Oct. 22, 2010, 10:38 AM),
http://money.usnews.com/money/blogs/my-money/2010/10/22/why-you-should-create-an-annual-
budget.
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Specifically, the trust beneficiary should be able to demonstrate that he or she:
1. Can develop a monthly budget;
2. Can develop an annual budget;
3. Can maintain a savings account that mitigates reliance on trust distributions in

the event of an unforeseen or emergency expense;
4. Can maintain a median (and/or average) credit score.

After objectives and outcomes have been defined, the estate planner must
collaborate with the trust settlor to develop an assessment plan and establish
criteria by which the beneficiary may demonstrate competence. Continuing to
borrow from outcome-based learning approaches, the estate planner and the settlor
must agree upon what data will be gathered for assessment purposes, what kind of
assessment tools will be applied to the data, and the frequency with which
assessment will be done.17

SOURCES OF DATA FOR REVIEWING TRUST OUTCOME

* A monthly budget
* An annual budget
* Bank account statements
* Annual credit bureau report

Outcome #1: Can develop a monthly budget.
* A monthly budget

Outcome #2: Can develop an annual budget.
* An annual budget

Outcome #3: Can develop a savings account that mitigates reliance on trust distributions
in the event ofan unforeseen or emergency expense.

* Bank account statements

Outcome #4: Can maintain a median (and/or average) credit score.
* Annual credit bureau report

An annual budget has several distinct advantages over a monthly budget. First, it forces
us to factor in periodic expenses. Most folks, for example, pay auto insurance every six
months, not monthly.... Second, an annual budget forces us to be more realistic about
unexpected expenses. Hopefully our cars do not need service every month, but they likely
will need costly repairs once or twice a year. . .. Third, an annual budget brings into focus
certain seasonal costs ... [such as] a vacation ....

Id.
17. Brian O'Connell, Average US. Consumer Credit Score is 695-Here are Five Ways to Get

Yours Above 800, THE STREET (Aug. 21, 2015, 6:37 AM),
http://www.thestreet.com/story/13262491/1/average-us-consumer-credit-score-is-695-here-are-5-ways-
to-get-yours-above-800.html ("The national average FICO score is at an all-time high at 695, compared
to 688 in October 2005.").
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The settlor may establish the frequency with which the creditworthiness of
the beneficiary be assessed. To this point, it may be prudent to vary the frequency
of assessment based upon the age of the beneficiary. For example, assessment
reviews will be conducted annually for beneficiaries aged eighteen to twenty-three
and biennially for beneficiaries aged twenty-four to thirty.18 A data submission
schedule would require that the beneficiary submit all required information to the
trustee no later than December 1st.

Although creditworthiness as an objective is measurable,19 the way in which
it is measured is evolving.20  Presently, credit bureau reports measure
creditworthiness in the United States vis-d-vis FICO score-used in more than
90% of lending decisions.21 This score is a three-digit computationally derived
number that analyzes an individual's financial history, including the amount of
debt currently outstanding and the consumer's repayment history.22 Global
financial inclusion and the ability to offer financial services to both credit
invisibles and the underbanked is driving innovation in the development of credit-
rating systems.23 The estate planner must bear in mind that use of a FICO score
may be irrelevant in twenty years.2 4

18. Credit Trends, CREDIT KARMA, https://www.creditkarma.comn/trends/age (last visited Feb. 8,
2016) ("Based on our data, there is a clear relationship between age and average credit scores. Generally
speaking, younger consumers have lower credit scores on average.").

19. Cf Roberts, supra note 10, at 469-70 (stating "outcomes that are educationally important and
interesting, are easily measurable").

20. For example, a pilot program is presently being developed by FICO, the company whose scores
are the backbone of United States lending, whereby creditworthiness is not only based upon credit card
repayment history, but also information volunteered on social media platforms such as Facebook. Ben
McLannahan, Being 'wasted' on Facebook may damage your credit score, FIN. TIMES (Oct. 15, 2015,
6:36 AM), http://www.ft.com/intl/cms/s/0/d6daedee-706a- 11e5-9b9e-
690fdae72044.html#axzz3xYzm54cz ("If you look at how many times a person says 'wasted' in their
profile, it has some value in predicting whether they're going to repay their debt."). Another modem trend
that has not yet gained traction in the mainstream lending community is to disregard credit scores as
backwards-focused and to focus instead upon cash flows to assess future creditworthiness. Peter
Rudegeair, Silicon Valley: We Don't Trust FICO Scores, WALL ST. J. (Jan. 11, 2016, 9:58 PM),
http://www.wsj.com/articles/silicon-valley-gives-fico-low-score-1452556468. This approach measures
creditworthiness based upon the cash that remains in a borrower's bank account after all monthly expenses
are paid. Id.

21. Rudegeair, supra note 20.
22. Heather Struck, A Bad Credit Score Affects A Lot More Than Credit, FORBES (July 20, 2011,

4:46 PM), http://www.forbes.com/sites/heatherstruck/2011/07/20/credit-score-fico-can-hurt-you/.
Although there are different varieties of credit scores, the most widely used one is called
FICO, named for its inventor, Fair Isaac Corp (NYSE: FICO). It considers such factors as
credit account payment history and borrowing capacity-but not age, income or net
worth-to calculate a single number called a FICO score. It can range from 300 to 850.
Anything above 750 is considered excellent. Below 550 is trouble.

Id.; see also Salomon Israel, Avshalom Caspi, Daniel W. Belsky, HonaLee Harrington, Sean Hogan,
Renate Houts, Sandhya Ramrakha, Seth Sanders, Richie Poulton & Terrie E. Moffitt, Credit scores,
cardiovascular disease risk, and human capital, PROC. OF THE NAT'L ACAD. OF SC. OF THE U.S. (Nov.
17, 2014), http://www.pnas.org/content/111/48/17087.abstract.

23. See Paul Christensen, Credit Where Credit is Due, Nw. UNIV.: KELLOGGINSIGHT (Sept. 8,
2015), http://insight.kellogg.northwestem.edularticle/credit-where-credit-is-due. Credit invisibles are
those who have no credit score, such as young people or recent immigrants. Id. The underbanked are
those who are not satisfied with banking options to which they have access (as compared to the unbanked,
who have no access to banking options whatsoever). Id.

24. See Roberts, supra notelO, at 469-70.
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Estate planners may find that borrowing from outcome-based learning
approaches will infuse flexibility into incentive trusts that has long been lacking.
In this instance, the trust instrument may provide that the objective itself (here,
creditworthiness) is static, but the outcomes and supporting sources of data may
be adjusted at the discretion of the trustee every tenth year to account for changes
in norms and practices. In the lexicon of existing trust practice, the objective of
creditworthiness would be treated as a material purpose of the trust.25 Adjusting
the learning outcomes to accord with the material purpose of the trust would
further the intent of the settlor in a way that also infuses flexibility into the
incentive trust.

The estate planner must work with the settlor to design an approach that will
allow the beneficiary to achieve the outcome within a defined period of time. To
this end, the settlor must decide the degree to which distributions from the trust
should be married to the objective of creditworthiness. It may be prudent for every
trust beneficiary to provide all sources of data required for assessing
creditworthiness on an annual basis-prior to any formal assessments being done.

By way of example, all trust beneficiaries may be eligible to receive $10,000
per year from ages eighteen to twenty-four, so long as they (a) provide all of the
sources of data set forth above and (b) attend monthly meetings designed to
educate the beneficiary with regard to important financial principles. This period
would be regarded as a Development Phase. The primary purpose would be
educating the beneficiary as to the importance of creditworthiness generally, as
well as the ways in which assessment of creditworthiness is now being used in
domains beyond lending. For example, employers, utility companies, automobile
insurers, and life insurance companies use creditworthiness as a risk stratification
tool to index high-risk behavior.26

The responsibility of educating the beneficiary must fall upon either the
trustee or a delegate of the trustee such as a financial advisor. During the
Development Phase, the beneficiary would be afforded time to develop a credit
profile. By requiring annual submission of all relevant sources of data, the

25. Joshua C. Tate, Conditional Love: Incentive Trusts and the Inflexibility Problem, 41 REAL PROP.
PROB. & TR. J. 445, 450 (2006) ("The traditional American rule is that a court cannot order a modification
(or termination) of a trust after the settlor's death when doing so contravenes a material purpose of the
settlor.").

26. See Jonah Lehrer, Don't!, NEW YORKER (May 18, 2009),
http://www.newyorker.com/magazine/2009/05/18/dont-2; Kelly McGonigal, Could the Marshmallow
Test Be the New Credit Score?, PSYCHOL. TODAY (Dec. 14, 2011),
https://www.psychologytoday.com/blog/the-science-willpower/201112/could-the-marshmallow-test-be-
the-new-credit-score. In essence, creditworthiness-whether defined numerically through a credit score,
or through some alternative approach-can be viewed as the outcome of an adult marshmallow test. Id.
The famous marshmallow test is administered to children and is essentially a measure of their ability to
delay gratification: the children are given one marshmallow which they may consume now, or
alternatively, they may leave the marshmallow unmolested for a period of fifteen minutes, at which time
an adult will return to the room with a second marshmallow. Id. The ability to delay gratification can
predict a bizarre assortment of adult behaviors or characteristics, including lower BMI and higher SAT
scores. Id. Indeed, an adult-version of the marshmallow test indicated that those more tempted by
immediate gratification also have lower credit scores. Id.

410 Vol. 61



2016 INCORPORATION OF OUTCOME-BASED LEARNING APPROACHES INTO THE DESIGN OF (INCENTIVE) TRUSTS

learning process would be made visible to be assessed.27 Either the trustee or her
delegate should be providing regular periodic feedback to the beneficiary after
reviewing the appropriate metric for determining creditworthiness (e.g. FICO
credit score).28 Additionally, the settlor may want to consider allowing the
beneficiary limited or controlled access to the trust for the purpose of educating
the beneficiary with regard to responsible money management.29

It is of the utmost importance that the estate planner consider unanticipated
or exceptional circumstances that will negatively impact the creditworthiness of
the beneficiary. The beneficiary may have a learning disability that will interfere
with the beneficiary's cultivation of a desired skill or outcome. Alternatively, the
beneficiary's credit may suffer as a consequence of otherwise sound business
ventures that fail because of a market reversal. Further, a beneficiary that falls
victim to illness or tragedy may have damaged credit because of an inability to
pay bills for a period of time. In any of the aforementioned circumstances, as well
as others that may not be contemplated, the trustee may be placed in the unenviable
position of having the discretion to make a distribution despite the fact that a
condition of distribution has not been satisfied. A trustee may feel more
comfortable if the trust includes language that authorizes a trust distribution if
there is good reason that the condition of creditworthiness has not been satisfied,
so long as the beneficiary's creditworthiness starts to improve within a specified
period of time (e.g. three years).

Finally, the settlor of the trust must define the age by which the beneficiary
must exhibit mastery of the competence (here, creditworthiness) to take a trust
distribution. This provision may be drafted as either a "carrot" (meaning,
beneficiary will receive a "bonus or reward amount" for demonstrating
creditworthiness) or a "stick" (in which case, the beneficiary will forego a
distribution for failing to demonstrate creditworthiness).30 In making such
decisions, the settlor should be reminded that younger beneficiaries are more
likely to stumble and make mistakes that will adversely impact credit profiles for
up to seven years.31

27. ROY STUCKEY ET AL., BEST PRACTICES FOR LEGAL EDUCATION: A VISION AND A ROAD MAP

175-78 (2007), http://www.cleaweb.org/Resources/Docutnents/best-practices-full.pdf.
28. It is not uncommon for an incentive trust to include provisions intended to train the beneficiary

on fiscal planning and management. Henderson, supra note 13, at 497-500. The trust may authorize the
trustee to assist the beneficiary with the purchase of a home or an automobile, or with starting a business
or profession. Id.

29. Other trust provisions may be used to support this trust objective. For example, the trust may

distribute an amount sufficient to cover all monthly expenses of the eighteen to twenty-four year-old
beneficiary, provided that those monthly expenses are set forth in the budget submitted by the beneficiary
to the trustee with regard to the creditworthiness objective.

30. This reference to carrots and sticks calls upon an analogy wherein the carrot serves as a reward
and the stick as punishment. See, e.g., Ray Williams, A New Look at the "Carrot and Stick" Approach to
Motivation, FIN. POST (Nov. 25, 2013, 1:19 PM), http:/Ibusiness.financialpost.com/executive/careers/a-
new-look-at-the-carrot-and-stick-approach-to-motivation (discussing both punishment and reward being
necessary "for people to learn and adapt in the world").

31. Christine DiGangi, Millennials Have Low Credit Scores: Here's What They Can Do About It,
YAHOO! FIN. (Aug. 9, 2015, 7:00 AM), http://finance.yahoo.com/news/millennials-low-credit-scores-
heres-1 10035457.html ("The average 19- to 34-year-old has a credit score of 625, but it's 650 for Gen X
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III. CONCLUSION

Obvious disadvantages of inherited wealth include wastefulness that stems
from never having earned one's own money and a lack of financial savvy because
of reliance upon trustees and financial advisors. A senior generation has the right
to condition the transfer of a portion or all of their wealth to a junior generation
upon a standard that they hope will preserve wealth and promote personal
responsibility and social consciousness in successive generations. A focus upon
education of the beneficiary to responsibly assume his or her role as a beneficiary
may prove to be the most valuable approach to diminish third generation
destruction of wealth. With this in mind, incentive trust provisions requiring a
beneficiary to develop a skill or cultivate knowledge are best drafted within the
framework of learning objectives. Further, by emphasizing metacognition, the
estate planner focuses both settlor and beneficiary upon the learning process
itself-and away from the negative association of incentive trusts with dead-hand
control.

(35-49), 709 for baby boomers and the Greatest Generation (together, those generations include everyone
older than 50). The national average is 667.").

412 Vol. 61


