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Promoting Positive Behavior Through Trusts 

“Incentive trust provisions encourage particular behaviors, address specific problems, 

and promote a positive lifestyle for adult children and other future beneficiaries.” 

Incentives 

One of the most common tools for exerting 

influence over others is the use of financial rewards.  

In young children, parents hope that by providing a 

financial incentive for certain actions, such as 

maintaining the household (i.e. chores,) they are 

positively influencing the development of a child’s 

work ethic and sense of responsibility.  As parents 

know though, the ability to influence a child’s 

behavior becomes more difficult as they grow up.  

Using financial incentives for adult children can 

backfire unless the incentive is properly considered 

and executed. 
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Influencing an Adult’s Behavior  

Parents never stop being parents, even when their children are grown and living on their own. In these 

situations the techniques that may have worked to influence children when they were in the home 

probably won't work anymore.  By this stage, children are used to making their own decisions and 

living with the consequences.  So any attempt to influence them may be viewed as unwanted or 

unwelcome meddling. Many parents then turn to threats to affect a child’s negative behavior - for 

example, to disinherit from their estate if an action continues.  We estate planners know, however, that 

most clients are reluctant to actually take that extreme step in their will or trust.  
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   Incentive Trust Provisions: As an alternative to disinheriting a child, clients might consider 

using incentive trust provisions as part of their estate plans. Incentive trust provisions are used to 

encourage particular behaviors, address specific problems, and promote a positive lifestyle for adult 

children and other future beneficiaries. The flexibility in these trust provisions are in many ways limited 

only by imagination.  

 

For Example:  A client wanted her children, who had all moved away, to remember where they came 

from and to promote a close relationship among the family members. As a result, her trust required 

that, upon her death, her heirs must annually return to where the children grew up in order to receive 

their annual trust distribution. Initially, this odd requirement frustrated the family members. Now the 

heirs cherish the annual trip home because it provides the (forced) opportunity to connect with each 

other and remember their parents.  Not all incentive trust provisions are so burdensome to the 

beneficiary.  

 Encouraging self-reliance and support assisting to: 
 Purchase an automobile 
 Purchase a residence 
 Start a business 

 Encouraging academic performance through: 
 Distribution upon entering college  
 Awards for maintaining a certain GPA or 

receiving Bachelor’s or more advanced 
degree. 

 Encouraging marriage by providing 

distributions for wedding expenses 

 Encouraging travel 

 Withholding distributions if the child is not 

engaged in productive activities or is abusing 

substances 

 Encouraging employment by providing trust 

distributions equal to earned income. 
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Why Incentive Trusts?  Many clients express concern that leaving too much of an inheritance outright to 

their heirs will “spoil” them. They worry that an heir will not work as hard to make personal  

achievements, and that having too much money will keep them from becoming a productive member of 

society. The worry is legitimized by the barrage of television and media stories of wealthy children 

glamorized as “professional heirs” who do nothing but live lavishly on mom and dad’s wealth.  One 

solution to this problem is to not leave everything to children. As Warren Buffet said, the perfect 

inheritance is “enough money so that they feel that they could do anything, but not so much that they 

could do nothing.” Anything over the “perfect inheritance” can be given to charity or other beneficiaries. 

Similarly, delaying distributions could play a part in the plan, giving beneficiaries the time needed to 

develop an appreciation for the effort it takes to accumulate wealth.  

Common Examples of Incentive Provisions 
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Does it Work?  Commentators have written many articles on the positives and negatives of incentive 

trust provisions. Simply put, a beneficiary who is extremely troubled is unlikely to be helped by an 

incentive trust - telling a drug addict that he won’t receive his inheritance unless he stops taking 

drugs is not likely to stop him from using. On the other hand, telling a beneficiary seeking a 

college degree that she will receive a nice check if she maintains a 3.0 GPA might provide the 

incentive to study a little longer when her friends are heading out for a night on the town. 

Creating an Incentive Trust: Drafting incentive provisions in a trust is difficult and the implications must 

be thoroughly considered. For example, many clients are concerned about their children’s ability to 

remain employed. This is simple to say, but not so easy to draft into a trust document.  Consider: 

 What if the child is in school? 

 What if the child is disabled because of injuries or illness? 

 What if the child is staying home to raise a family? 

 What if the child is performing volunteer services? 

 What if a child is a care-giver for an elderly parent? 

 What if there is an economic recession and the number of jobs available is severely reduced? 

 
All of these possibilities, and more, must be addressed in the trust.  
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Oftentimes, these trusts contain a general statement that 

includes the philosophy of the trust creator or “donor.” In such 

instances, the donor directs the trustee to exercise the trustee’s 

discretion in a manner consistent with the donor’s statement of 

philosophy. For example, donor may direct the trustee to 

withhold any trust distributions that would remove the 

incentive for a beneficiary to be self-supporting.   

Including a statement of philosophy can be 

problematic.  Trustees may be required to obtain and analyze 

income tax returns, medical reports, economic circumstances, 

and much more.  In these cases, the trust must provide the 

Trustee with broad powers to investigate the beneficiary's 

circumstances and request proof that beneficiaries are entitled 

to a distribution.   
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Incentive trust provisions can be problematic to draft and 

challenging to administer.  These provisions must provide 

flexibility to address unforeseen circumstances and provide 

guidance to the Trustee to follow the donor’s intent.   

Incentive trust provisions can be a productive estate planning 

tool, but must be carefully considered by the donor and 

drafted by an experienced estate planning attorney.  
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