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Charitable Planning for Nonparents

Easing anxiety and ensuring legacy

America’s

nonparent population is growing. In a 2023

Pew Research Center survey, 47% of

nonparent participants ages 18 to 49 said

they were either not too likely or not at all likely to have

children someday, a 10% increase over a similar study

in 2018.! Additionally, a recent study of adults living in

Michigan found that one in five participants identified

as “childfree,” that is, they were actively choosing not

to have children.? Because Michigan is demographically

similar to the United States as a whole, this finding

could mean approximately 50 to 60 million Americans
are pursuing a childfree lifestyle.?

An expanding childfree cohort could translate
into a significant uptick in charitable donations.
Consider a review of 1995-2006 Health and
Retirement Study data, which found that decedents
with a will or trust but without grandchildren were
five times more likely to have included a charitable
bequest under their estate plan.* Moreover, a
separate review of this same data found that bequests
from nonparent decedents made up nearly 52% of
the funds transferred to charity despite nonparents
making up only 9.75% of the decedents in the study.®

Why Nonparents Give

Why do nonparents give to charity at death more
often and in larger dollar amounts than parents?
It’s not because nonparents lack other beneficiaries.
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Research suggests that many nonparents build
close relationships with their spouses, parents,
siblings, nieces and nephews, with some reporting
that their decision not to have children enhanced
these relationships.® Many nonparents also build
close relationships with extended family members,
neighbors and friends (collectively, their chosen
family) and may be more likely to make gifts to
these individuals than their parent counterparts.”
Further, research reflects similar levels of interest
in charitable giving among parents and nonparents
during life. For example, a 2009 study of lifetime
transfers from over 20,000 Americans ages 51 and
older and their spouses found that the presence of
children had almost no effect on the likelihood of an
individual giving to charity, though the nonparents
who made gifts did so in larger amounts.?

The psychological framework known as “terror
management theory” (TMT) may provide insight
into these divergent giving behaviors. The theory
builds on the work of cultural anthropologist Ernest
Becker, who suggested that human behavior is largely
driven by a fear of death, and posits that individuals
assuage death-related anxiety in two ways:

o By seeking to uphold shared values and beliefs
that help explain life’s meaning and provide
connection to a larger social group that will
outlast the individual (a cultural worldview); and

o By building a sense of personal significance
within that framework (self-esteem).’

The theory further suggests that reminders
of mortality activate these terror management
mechanisms, resulting in efforts to defend or validate
a cultural worldview or enhance self-esteem.'’ Indeed,
numerous studies on the topic have documented
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individuals’ increased interest in upholding cultural
norms following a mortality reminder.! Other
studies have tracked the correlation between self-
esteem and responses to thoughts of death, with
mortality reminders intensifying behaviors linked to
an individual’s chosen source of self-esteem."

When viewed through a TMT perspective, might
parents’ tendency to focus on leaving their estate to
their children, rather than to charity, partly reflect
a desire to uphold cultural norms? Notably, our
culture often presumes that children are the natural
recipients of their parents’ wealth. Consider state-
level intestacy laws that leave parents’ property to
their children in the absence of a will directing
otherwise.”” Indeed, some states allocate a portion
of a parent’s property to living children despite the
presence of a surviving spouse.’* Thus, including
a bequest to children under one’s estate plan not
only connects parent and child but also links the
individual to their culture, offering some protection
against existential anxiety. Additionally, a child
who carries shared genetics, personality traits or
memories can symbolize the parent’s influence
on the larger culture.”” Giving to that child then
becomes a means of self-esteem enhancement.

TMT research also suggests that attempts
to embrace competing elements of a worldview
may limit its anxiety-reducing effects, potentially
explaining the singular focus of some parents’
estate plans on their children. For example, a 2005
Dutch study found that participants who believed
that having children wouldnt negatively impact
their ability to pursue other aspirations responded
to a mortality reminder with a desire for more
children.'® That is, for these participants, the
thought of having additional children functioned
as a terror management mechanism in direct
response to thoughts of death. However, participants
who viewed having more children as potentially
constraining other parts of their worldview either
experienced no change or a decrease in the number
of desired children when confronted with a mortality
reminder.”” Thus, parents may avoid competing parts
of their cultural worldview, for instance, a desire
to support both children and philanthropy via the
same asset pool, to preserve the emotional benefits
triggered by gifts to children.'

Nonparents, on the other hand, face different
cultural standards, or lack thereof, when it comes
to gifts to chosen family members. Unlike property
transfers to children, there are few cultural
expectations to leave assets to extended family or
nonrelatives when one dies. For example, state-
level intestacy laws typically emphasize the parent-
child bond even for those without descendants,
with property passing to a decedent’s surviving
parents in the absence of or, in some cases, in
addition to a surviving spouse.” Further, while these
statutes include a decedent’s siblings and nieces and
nephews in the list of potential beneficiaries, they
completely omit gifts to non-relatives other than
the state.’* Moreover, rather than setting affirmative
expectations, a handful of states impose punitive
inheritance taxes on transfers to extended family
members and friends.? Assuming transfers to
chosen family members aren’t closely aligned with
larger cultural norms, TMT theory suggests that
nonparents may respond to the mortality reminders
inherent in estate planning through other means,
including gifts to charity.??

For those looking for relief from death-related
anxiety, charitable gifts may pack a substantial punch.
Consider that most cultures teach that kindness,
generosity and care for others are worthy values,
with a charitable gift affirming these social norms.
Further, an ever-expanding population of charitable
causes and communities allows donors to craft a
highly individualized legacy that reflects and supports
their self-esteem. Charity also allows for the creation
of a long-lasting impact in a manner that gifts to
individuals may not, a fact that may amplify the gift’s
emotional impact. Consider the results of a study in
which participants were entered into a drawing and
given the opportunity to pre-commit a portion of
their potential winnings to a charity, with one group
offered a charity that focused on the immediate needs
of an impoverished community and the other offered
a charity that created lasting improvements in this
community.** On average, participants who were
exposed to a death reminder before making their
decision gave $80.97 to the charity focused on an
immediate impact and $223.98 to the charity creating
lasting improvements. In contrast, those with no
reminder gave on average $257.77 to the charity
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focused on an immediate impact and $100 to the
charity creating lasting improvements.”® Researchers
explained the findings by suggesting that the death
reminder triggered a reflexive desire to enhance the
gift’s future value to others as a means of boosting the
gift’s anxiety-reducing power.?

Crafting a Charitable Legacy
What does this mean for estate-planning professionals
working with charitably minded nonparents? As a
first step, planners should consider whether such
clients might gain more from personalized gifts
rather than future flexibility. Imagine an estate
planner helping a client who cant decide on a
preferred charitable cause. The planner might suggest
letting a future trustee select charitable beneficiaries
based on the client’s past donations. This approach
fulfills the client’s desire to give to charity while
preserving  optionality—mission  accomplished,
right? Yet, the aforementioned research raises
concerns. A nonparent’s lifetime giving patterns
may not match their ultimate testamentary goals.
What’s more, because the decision is deferred to a
trustee, this solution might not generate the positive
response that comes from directly choosing a specific
cause that aligns with the individual’s worldview and
enhances their self-esteem.

Instead of prioritizing flexibility to accommodate
uncertainty, the planner may achieve a better

Life-Focused Discovery Questions

Shift the conversation to the individual’s belief system

result by shifting the conversation toward the
individual’s belief systems. (See “Life-Focused
Discovery Questions,” this page.) In an ideal world,
what traits, characteristics and skills would the
client want others to associate with them? Are there
charitable organizations that support those with
similar values and goals? If a planner can tap into
the client’s cultural worldview and sense of personal
significance, TMT theory suggests this may ease
any anxiety triggered by the estate-planning process
while facilitating a more in-depth conversation.
Additionally, planners may help nonparents
establish relationships with philanthropic partners
during life by first addressing their financial
concerns. A recent study of nonparents aged 50
and older found that over a third of participants
worried extremely or very often worried about having
enough money as they age.” To overcome these
doubts, planners may look to financial modeling to
determine the level of funds needed to support the
client’s desired spending level throughout life—their
“core capital.” (See “Building Core Capital,” p. 33.)
With an estimate of core capital in hand, the client
may feel more comfortable using surplus capital
to engage in lifetime charitable giving. Building
lifelong relationships with one or more charities
could help pinpoint a potential recipient for a future
legacy gift. Additionally, planners may consider
using testamentary-like strategies, such as charitable

Define What Matters—Cultural Worldview

* Who’s important to you in your life and why?

 Tellme about your hobbies or interests. How frequently do you
engage in them?

» Arethere any societal issues that serve as a major source of
interest or concern for you? If so, tell me more about what drew
you to them. Do these issues impact the people in your life in any
certain way?

* Do you regularly interact with any particular organizations?
Have you ever held any volunteer or formal roles with these
organizations?

Do you give to any charitable causes? If yes, tell me more about
what drew you to these causes.

Make It Personal—Self-Esteem

* Ifyou had to describe yourself to me in three words, what would
they be?

* Have you mentored or helped others in a way you would like
continued under your estate plan?

»  What are you proud of and why?

* Isthere astory or tradition that you would like those in your life to
remember after you're gone?

 Tellme about a setback that you experienced and how you came
back from it?

» What does the word “legacy” make you think of? If you were to
leave a legacy, what do you think it would be?

— AllianceBernstein
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Building Core Capital
Assets needed to support client’s lifestyle

Hierarchy of Objectives

; 7 Core capital
L'?:;Y;e Assures long-term
SPE0aNg 1 well-being

Surplus capital
Provides for other
goals

The Critical Goal: Meeting spending needs

Core capital

(preservation-oriented
management)

Age

— AllianceBernstein

remainder unitrusts, to provide clients with liquidity
for lifetime spending while leveraging the promise
of the trust’s remainder interest to engage with
potential charitable partners.

In addition to addressing sources of potential
anxiety, estate-planning professionals may suggest
expanding a charitable gift’s time horizon to boost
its emotional benefit, either through an ongoing
program within an existing entity or by creating
a new charitable structure. Notably, one common
concern among those looking to create a long-
lasting or perpetual charitable legacy is who should
serve as successor advisors after the client’s passing,
particularly if younger descendants can’t be relied on
to do so. The solution largely depends on the client’s
underlying concerns. Is the client worried that such
an appointment might prove too burdensome for
their loved ones or that such loved ones may not have
sufficient interest in the task? If so, a planner could
suggest using professional administrators to work
alongside designated individuals and undertake the
less desirable parts of the entity’s administration.
This could take the form of either a donor-advised

fund (DAF) or third-party administrators for a
private foundation (PF). Alternatively, if the entity
is a PF, a planner may suggest compensating
appointed loved ones to reward and encourage
engagement.”® On the other hand, if the client can’t
name individuals willing to co-serve with support or
enticed by compensation, a planner might consider
structures that involve other decision makers,
including giving circles or field of interest funds that
rely on third-party administrators or other donors to
guide the use of funds. In some cases, DAF sponsors
offer an “endowment” legacy option that allows a
donor to establish a level of continuing distributions,
say, 5% of the fund’s value, that the sponsor will
make to one or more identified charities following
the donor’s death.

Another consideration for an ongoing charitable
entity is finding ways to amplify the entity’s impact
without draining its resources too quickly. Here, a
planner may consider combining multiple strategies
to produce a greater overall impact. For instance,
if a client creates a charitable structure that will
distribute 5% of its value each year, the planner may
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suggest using a testamentary charitable lead annuity
trust to reduce the initial brunt of distributions
in the entity’s early years without significantly
undermining its cumulative distribution potential.
(See “CLAT’s Philanthropic Value Over Time,”
this page.) Additionally, a planner may propose
leveraging an entity’s balance sheet to further its
charitable impact rather than relying solely on grants
that may empty its coffers. This may include the use
of program-related investments, recoverable grants
and more. Viewed through the lens of TMT, such
creative planning strategies can enhance a client’s
sense of belonging and purpose within their cultural
worldview, making estate planning the ultimate
protection against our mortality.

—For illustrative  purposes only; not an
advertisement and does not constitute an endorsement

of any particular wealth transfer strategy. Bernstein
does not provide legal or tax advice. Consult with
competent professionals in these areas before making
any decisions. 8%
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