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Remarried Families: Making Financial Decisions

by Marsha A. Goetting, Ph.D., CFP, CFCS, Professor and Extension
Family Economics Specialist, Montana State University-Bozeman

Most families develop budgets,relatives may be children from a When individuals remarry, each
communicate about financial deci-previous marriage; children of the brings to the marriage their past
sions and use money to achieve current marriage; parents; brotherexperiences and ideas about
financial goals. In remarried (step-or sisters; in-laws; and former money and how to spend it. If
or blended) families, there are  spouses and their spouses and in-child support and/or spousal main-
additional factors that make finan-laws. All these people have emo- tenance are involved, financial
cial decision-making more com- tional connections that may con- contact with the former spouse
plex than in “first family” situa-  fuse and complicate the financial must continue. If money was a

tions. decisions made in the remarried “touchy” subject during the first
First, through the dissolution of family. marriage, it will likely be even
marriage (divorce) decree, the As the number of family mem- more so after the divorce.

district court dictates some finan- bers increases, the decision-mak- Money to support the children
cial arrangements. These include ing process becomes more complief the first marriage provides a
amount of child support and pay- cated and time-consuming. One link between families. Problems
ment schedule, who pays the parent may need to make financiakhat were present before a divorce
health insurance premiums for thedecisions about the children with- are likely to continue. Feelings of
children, how the parents share theut consulting the other parent  guilt, competition for the children,
children’s medical expenses, (medical emergencies, for ex- power struggles over visitation and
amount of maintenance paid to theaxmple). The other parent, then,  attempts to substitute money for
former spouse, payments made tomay be faced with expenses with- time with the children all provide
fulfill the property settlement, and out being involved in the original fertile ground for emotional con-
who is liable for the debts of the decision. Family financial deci- flicts.
former marriage. The decree can- sions require coordination and Because they are the link be-
not be changed without going communication. The challenge is tween families, children may be-
back to court. Montana statutes dantensified if the parents have dif- come especially powerful in these
not allow child support to be re- ficulty communicating and have situations. Sometimes children
duced simply because the parent different financial goals. become the primary communica-
decides to have more children in a tion route between former spouses.
subsequent marriage. Children know more about both
Second, there are more “rela- <_> households than do either set of
tives” in remarried families, which MON]’ANA parents. Some children use their
means there are more rules, val- knowledge to manipulate and ob-
ues, emotions and financial needs tain financial resources from both
and wants to be considered. These EXTENSION SERVICE sets of parents. The children may
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induce competition between the Court ordered payments must 9703 HR “Developing a Spending
families by comparing money or be paid next, since a personis  Plan.” See ordering information on
material possessions provided for liable for contempt of court and  back page).
them from each home. will have to hire legal defense if 5. When should we use credit?
Financial decisions for one fam-payments are not made. If & persofkqr more information, see
ily may be affected by the needs othooses to remarry, to have addi- \ontGuide 9802 HR “Selecting a
another family. For example, addi-tional children and to take on addi-cregit Card” and “PowerPay Your
tional money for the children’s  tional financial responsibilities,  \ay Out of Debt” (HO09). Order-
dental work may be requested by that is his/her business, butthe  j,q information on back page).
one parent at the same time the court will continue to hold him/her
other parent must pay for repairingo previous financial responsibilities.
the roof on the house. Lack of

6. How should we set financial
goals? Who participates? How

control can leave remarried fami- Financial Discussion often? Under what circumstances
lies feeling frustrated and bitter. A TOPICS can goals be changed?

change in standard of living fol- Individuals in remarried fami- 7. Who will be covered by life
lowing divorce or remarriage may lies develop new family relation- insurance? Who will be the benefi-
lead to bitter feelings for the fam- Ships at the same time they learn ciary? What provisions will be

ily that sees itself as having less. New roles in financial decisions. made for children?

Families can fall into a trap of New relationships and role_s ta_ke 8. Will living or testamentary
comparing standards of living and time to work out. Communication g5 he needed? (For more infor-
attempting to equalize finances. IS essential within the family on - a4i0n, view MontGuide 9117 HR
Research studies have shown how finances will be handled. “Estate Planning for Parents with
that higher income is related to The following questions may  \inor Children,” and 9612 HR,
better remarried family function- OP&n communications within the - «geyocable Living Trusts.” See
ing. Adequate resources reduce New family unit on important fi- ordering information on back
friction, resulting in less tension ~ nancial topics. Keep in mind somep, ey
for the adults and children in- of the issues may have already
volved. As the financial situation been determined by the District
tightens, prospects for tension andCourt in the dissolution of mar-

conflict increase. The fewer the ~ fiage decree and can only be _ _
resources, the more communica- changed by going back to the court 10. Who is responsible for

tion and effort are needed to reach@nd receiving approval from the ~ children’s health care decisions
an agreement. District Judge. and expenses (including medical

If it has not been done before insurance)?
marriage, the newly married 1. Do we want joint or separate  11. How will college education
couple should take out any court checking/savings accounts? If  expenses be met for the children?
orders directed to either of them Separate accounts are established(For further information, request
and read them through carefully towhich expenses will be paid from MSU Extension MontGuides “Es-
understand exactly what their fi- €ach account? timating the Amount to Save for
nancial obligations are. The law 2. Are we willing to share infor- College” MT 9103 HR and “Fi-
requires that child support pay-  mation about all our financial as- nancing a College Education: In-
ments be paid first from every  sets and liabilities? If not, why?  vestment Alternatives” MT 9102
paycheck (only taxes take prece- 3 |f children are involved from HR. See address on back page.)

dence). That means no car pay- past or current marriages, how will - 12. Will children receive an
ments made, no credit card bills - ¢pjg care expenses be handled? allowance? If so, how much? What
paid, no furniture bought nor vaca- types of expenses will they pay
tions taken until the child support for? Who makes the decisions

is paid. Other creditors may have i . : about how much is saved and
to wait. The paying parent may yearly financial spending plans be ont?

N : : developed? By whom? How
find it easier to have the child sup- - . .
port payments voluntarily withhel%l closely will they be followed? (For ~ 13. Who will inherit family

from his or her paycheck more information, see MontGuide heirlooms? When will estate plan-

9. How will child support funds
be used? Who participates in child
support decisions?

4. How will we make decisions
about family spending? Will



ning be done? Have your wills
been updated? (For more informa-
tion, view MontGuide 9701 HR
“Who Gets Grandma'’s Yellow Pie
Plate.” See ordering information
on back page.)

14. Will a former spouse receive
retirement benefits from an
employee’s record?

15. Will assets acquired during
the remarriage be held in joint
tenancy or as separate property?
(For further information, request
MontGuide 8907 HR, “Property
Ownership.” See ordering infor-
mation on back page.)

16. Will a premarital agreement
be prepared? If so, what will it
include? (For further information,
request MontGuide 9121 HR, “Fi-
nancial Aspects of Premarital
Agreements.” See back page for
ordering information.)

* While in the midst of a discus-

» Don't assume that you under-

descending order. Then compare each spouse contributing, while
lists. This technique can be very each also has a separatecamt.
eye-opening and a better tool for Successful couples do not nec-
discussions than a verbal battle . . oup

essarily stick with only one sys-

in which one person can be seen . ’
. . tem. As the continuation of a mar-
as attacking or defending a

) > riage becomes more assured, a
certain position.
couple may gradually move from a
two-pot to a common-pot system,
sion, consciously use communi-Wwith variations of the three-pot
cation patterns that will not system tried during the transition.
provoke anger. For example, Regardless of which system is

when disagreeing with another used, both parties need to agree on
person, an “I” message such asa workable method and cooperate

“| am angry” is much more to make the financial partnership

acceptab|e than a “you” mes- fun SmOOtth, which means they

sage such as, “You make me need to decide how financially
mad.” independent each spouse is going

to be.

stand the other person’s point of 3. Reduce the problem of one
. persons p child receiving more money than
view. Ask for a clarification

h isunderstandi another. Communicate with each
w e”e"etr abm'dsun Iers. anding  child about the family’s financial
appears to be developing. situation and payments made by

« When positions appear polarizedthe non-custodial parent. Create an

Successful Strategies

Because money has such pow-
erful emotional overtones, espe-
cially in remarried families, and
because there is no single type of
remarried family, there are no ab-
solute or simple solutions. Listed

below are suggestions from Mon- 1INt planning, to minimize finan-
cial differences between “his,”

financial affairs can be managed toher” and “our” children. Remar-
ried families often manage their
finances by using one of the fol-
lowing methods:

tana remarried families on how

ensure a sense of security and
comfort:

1. Discuss feelings about
money as well as past experiences
with money.

» Schedule a meeting for discuss-
ing finances. Plan what will be
discussed; then treat it seriously.
Make every effort to stick to
money business during that
time.

» Write it down. Have each mar-
riage partner list separately his/
her spending priorities in

make a special effort to negoti- awareness of family expenses by
ate, striking a bargain where  having children add up the

each gives and takes a little andmonthly checks for food, housing,
neither loses face. Compromise clothing, transportation, recre-

is often a necessity. ation, etc.

4. Distribute a portion of the
child support directly to the child
for clothing, recreation and per-
sonal expenses. This provides an
opportunity for the children to
learn financial decision-making. It
is better for children to learn from
$5 mistakes than $5,000 ones.

« The “common-pot” approach, 5. Att_empt to reach an agree-
in which all financial resources Mment with the other parent about

are pooled and then distributed Now financial emergencies and

according to need. unexpected expenses for a child
will be handled. Do not tell the

* The “two-pot” system in other family how its money should

which partners keep income andhe spent.

accounts separate and each

retains control over his or her

own individual expenses.

2. Use separate accounts, with

6. Talk out feelings with coun-
selors or other remarried families
in a similar situation. They may be
able to provide ideas and tech-

* A “three-pot” system in which &
niques that work for them.

a household account is estab-
lished for joint expenses with



7. Express gratitude to the dren are planned. Child support How to receive MSU
former spouse for the little things obligations, debts and general ~ Extension publications
given to the children. feelings about money should be ~ Many MontGuide publications
8. Talk with the children as they discussed also. Discussing these are now available on-line at
mature about the family’s financialISSUES prior to the marriage will ~ www.montana.eduwwwpb/pubs/
situation. Very few families have ot necessarily make the problemgoned.html.
the finances to maintain the accus9 away, but at least it brings them MontGuides and other Exten-
tomed standard of living when  outin the open. Then individuals ~Sion publications are also available
there are two households to sup- Can enter into the remarriage with through your county Extension
port. Older children need to know MOre realistic expectations. office or MSU Extension Publica-
something about the financial re-  Money is a powerful force in  tions, PO Box 172040, MSU,
straints on their spending. This ~ 0ur society, and money’s effect onBozeman, MT 59717. Credit card
must be done carefully so that the the success of the remarriage  orders call (406) 994-3273.
children within the second family Should not be underestimated. ~ MontGuide publications received
do not resent the children of the There is no “perfect’ way of man- by mail require $1 (shipping and
first marriage. The parents set the 29ing money that will work for allhandling) for every five individual
example and the tone and must emarried families. To achieve  publications ordered.

avoid using language that blames financial success in remarried

children for the need of financial families, communication and R_Ifer:‘er'\?ncess_d t Marri
: money management must be com- | né Money Side of Marriage,”
support from their parent. binedy g Changing TimesJune 1985, pp.
9. Relax expectations. There are ' 32-37.

no perfe(;t solutions. Think ab.OUI Acknowledgement Barsness, Anita O. “Money Matters in
all the things you can control in The author expresses apprecia- Second Marriages,” Center for
your financial situation and Worty tion, to Montana remarried families  Consumer Affairs, University of
less about those you can't controI.Who reviewed and made sugges-  Wisconsin-Milwaukee, Sept.1986.

tions on this MontGuide and t0  conne. Charles. E. “The Double

Summary _ _ Marilyn Coleman and Cassie Jeopardies of Blended Families,”
While the strategies previously Farmer for permission to adapt Money,March 1989, pp. 77 +.

mentioned can be helpful to remartheir publication, “Living in _ _

ried families already formed, the Stepfamilies: Financial Deci- Coleman, Marilyn and Cassie Farmer.

“Living in Stepfamilies: Financial
Decisions.” University of Missouri-
Columbia, Extension Division,

ideal time to discuss money allocasjgns.”
tion is prior to the marriage. One

way for couples contemplating  Other MSU Extension 1986, pp. 1 - 4

remarriage to avoid financial Resources T '

clashes is to develop a tentative ~ “Making Financial Decisions ~ Estess, Patricia Schiff. “The
budget or spending plan. Decision¥Vhen a Marriage Ends: A Mon- Stepfamily Finances Puzzle,”
should be made as to whether or tana Guide” (EB 155). $5 Sylvia Porter's Personal Finance,
not both partners will work outside “Families Facing Divorce.” March 1989, pp. 49 - 58.

the home and whether more chil- (MT 9514 HR). Free McManus, Kevin. “Love & Money,”
Changing Times]july 1988, pp. 21-30.
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