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This guide has been revised and
updated from GH 3507, originally writ-
ten by Marilyn Coleman and Larry
Ganong, Human Development and
Family Studies.

oney, frequently cited as the
M biggest source of stress in
family life, is often an even

more challenging matter for members
of stepfamilies. About 50 percent of
Americans will live in a stepfamily at
some point in their lives, makingsmoney
management in stepfamilies an impor-
tant issue for many people. This.guide
will describe several reasons why step-
family members often.have very differ-
ent views related to the use of money:. It
will alsodiscuss some ways by which
stepfamilies can manage their financial
affairs successfully.

Financial cireum-
stances unigue to
stepfamilies

Although.all families face a variety of
financial tasks, such as preparing a
budget, dealing with unforeseen
expenses, and planning for the future,
financial matters are often more com-
plex in stepfamilies. Why is this so?
This section will highlight some com-
mon characteristics of stepfamilies that
can make financial decision making
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more complicated than in first-married
families.

Different financial perspec-
tives and experiences

Husbands and wives often have dif-
fering attitudes and beliefs about family
finances. In a remarriage, however,
each partner contributes not only his or
her own beliefs about money to the
new relationship, but also past financial

A experiences and established habits of

spending and saving money. It can be a
major challenge for remarried spouses
to merge their ideas into a system that
is acceptable to both partners. If part-
ners insist upon retaining the methods
of handling money and making financial
decisions that they used in other rela-
tionships, they may experience friction
with their new spouses. Tension is
especially likely if financial problems
were a contributing factor in a previous
divorce.

Division of resources
between two or more
families

Another factor that can make man-
aging money difficult for stepfamilies is
having to divide resources between two
or more families. Changes in income or
expenses in the stepfamily will likely
affect the financial situations of the
households in which former spouses or
non-residential children live. For exam-
ple, additional money for the children’s
dental work may be requested by the
custodial parent at the same time the
non-custodial parent incurs the
expense of repairing his roof. The cost
of the dental work, combined with the
roofing bill, may present a real financial
challenge to the non-custodial parent.
Also, some of the stepfamily’s financial
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decisions may have to be based on the
needs or wants of another household.
For instance, plans to have a baby or
go on a vacation may have to be post-
poned because the financial needs
of a former spouse or non-resi-
dential child increase
unexpectedly. Situations
such as these usually make
financial decision making
more complicated.
Research has
shown that families with
a higher income function
better as stepfamilies.
This makes sense, as having
more money helps eliminate a signifi-
cant source of tension in the stepfamily.
It can also reduce friction between
households because there is more
money available for the support of chil-

dren and former spouses. However,
when households have fewer financial
resources, the potential for tension and

conflict increases.

Interaction with the legal
system

A third issue that often complicates
financial functioning in stepfamilies is

having to work with the legal system.
The court assumes some of the finan-
cial decision making authority for par-
ents by determining the amount of child
support and the length of time it will be
paid. By contrast, partners in first-mar-
ried families are able to consider their
needs and make financial decisions
without having to account for policies
established for them by a court.

Child support can be a challenging
issue for many stepfamilies. Child sup-
port amounts set at the time of the
divorce may be insufficient for chil-
dren’s needs several years down the
road. Also, these payments may
become too burdensome for the non-
custodial parent who has lost a job,
become ill, or had some type of family
emergency. Although the amount of
child support can be changed, legal

Parenting plans

In Missouri, the court has recently mandated that divorcing parents create a parenting plan. Parenting plans
require parents to talk together and set guidelines about issues that affect their children. One benefit of par-
enting plans is that they enable parents, who know their children best, to work together and make their own
decisions about their children’s lives. If parents leave matters regarding their children unresolved, judges will
have to make these important decisions for them. Parenting plans also benefit stepfamilies. Because financial
decisions will have been discussed at the time of the divorce, stepfamilies are in a position to better manage
their money.

There are many issues parents
should consider when developing
their parenting plan. Those per-
taining to family finances
include:

Child support payments
Child care

Health insurance
Claiming children for
tax purposes

Life insurance

College education

The plan should clearly state the terms of the agreement while allowing room for flexibility and future nego-
tiation when necessary. As children grow and their needs change, the family’s financial situation is also likely
to change. However, having a parenting plan provides a good foundation from which parents can negotiate
new arrangements.
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action is required and this may be a
time-consuming and costly process.
One way to help prevent ongoing prob-
lems with child support and other finan-
cial issues involving children is to
create a parenting plan. See the adja-
cent box, entitled “Parenting Plans,” for
more information.

Ongoing conflicts with
former spouses

Because providing for children’s
needs preserves a link between former
spouses, there is the potential that
problems present before the divorce
will continue. Issues such as guilt, com-
petition for children’s love, power strug-
gles over visitation, and attempts to
substitute money for time with children
can all have an impact on the financial
dealings of stepfamilies. These differ-
ences often lead to a continuation of
conflict between former spouses. Par-
ents and stepparents in this situation
may become frustrated because they
feel less in control of their financial cir-
cumstances than they would like to be.

Partners may also compare their
standard of living with that of a former
spouse and go to great lengths to high-
light the financial differences between
the two households. Unfortunately, chil-
dren may then become the target of
sentiments such as “We have less
money because we are supporting two
households of children” or “I have to
work because my spouse has all these
financial obligations left over from previ-
ous marriages.” These feelings, even if
they are not conscious, may affect atti-
tudes toward the children. Ongoing
conflicts and hard feelings such as
these often make financial decision
making more difficult for stepfamilies.

Managing family
finances successfully

Although handling finances presents

a challenge for many families, it is pos-
sible for stepfamilies to manage their
money effectively and create a sense
of financial security and comfort. When
partners spend sufficient time talking
about their attitudes regarding money
and planning their finances, they bene-
fit greatly from their efforts. Effective
money management prevents a great
deal of stress and tension and leads to
healthier family functioning. This section
discusses strategies that can help step-
families manage their finances suc-
cessfully. It also describes several
common practices that usually lead to
conflict and should be avoided.

Ideas for effective financial
management

[J Talk together about your past expe-
riences with money and how you
feel money should be handled. Ide-
ally, this should be done before
you remarry. See the adja- -

cent box, entitled “Commu- o

nicating about finances:

Questions for discussion,” for more

information.

[J Experiment with different methods
of handling finances until you find a
system that works for your family
(keeping separate accounts, pool-
ing all money, a combination of
these two practices, etc.).

[J Develop a budget and make joint
decisions regarding finances.

[J Discuss your family’s financial situa-
tion with children as they mature.

[J Provide older children the opportu-
nity to gain money management
experience by giving them a portion
of the child support to spend on
clothing, recreation and other per-
sonal expenses.
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[J Prepare for unforeseen problems by
communicating with your children’s
other parent about how you will
handle unexpected expenses and
financial emergencies. This informa-
tion should be included in your par-
enting plan.

[J Communicate between families
about anticipated expenses. This
increases understanding and
acceptance of financial needs and
enables both families to plan and
meet their expenses.

[J Express gratitude to former spous-
es for little things that are given and
received.
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[J Share your feelings and concerns

about managing money with mem-
bers of other stepfamilies for emo-
tional support and insight. Consult a
counselor or financial professional if
you feel your situation needs extra
help.

[J Evaluate your expectations and
relax them if needed. Think about
all the things you can control in
your financial situation and worry
less about those you cannot.

Strategies to avoid
[J Involving children in communica-
tions and struggles over child sup-

port.

[J Using money as a battleground to
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Communicating about finances: Questions for discussion
Research indicates that only about 20 percent of remarried couples discuss their finances prior to marriage
and almost none seek professional help for assistance in considering financial issues.

However, whether the stepfamily is just forming or has been a family unit for a number of years, it is essen-
tial that family members communicate about their finances and how best to handle them. The following discus-
sion questions can facilitate communication about important financial topics.

Attitudes about money
m What are your feelings and past experiences regarding budgeting and planning for future needs?
m What is your perspective about debt (credit cards, installment debt, auto and home loans, etc.)?

m What role should each partner play in earning money? Making financial decisions? Managing financial
resources?

Joint versus separate accounts

Will you have joint or separate checking and savings accounts or some combination of the two?

If separate accounts are established, which expenses will be paid from each account?

How will debts from a previous marriage be handled?

m Will assets acquired during the remarriage be held in joint or separate ownership?
Budgeting

m What items need to be included in a weekly or monthly budget?

m Who will be responsible for paying bills and keeping financial records organized?

m How will unexpected expenses be dealt with?

Meeting children’s needs

m How will expenses for the children be handled?

m Is the child support you are paying and/or receiving adequate?

m [f you are receiving child support, how will that money be used?

m Who is responsible for children’s health care decisions and expenses (including health insurance)?
m How will college education expenses be met for the children?

m Who receives the tax exemptions for the children?

m How will children’s allowance be structured (amount, how it is earned, who pays, etc.)?
Planning for the future

m What are your short- and long-term financial goals?

m How much support do or will elderly parents need?

What items will you include in your wills and who will be the inheritors?

Who will be the beneficiaries of life insurance policies?

Will you set aside regular times to discuss the current state of your finances and plan for the future?
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demonstrate power in the relation-
ship. For example, custodial parents
may threaten to withhold visitation
rights in order to receive child sup-
port payments. Or, non-custodial
parents may give children money
for items they know the custodial
parents don’t want the children to
have.

[J Overcontributing to a former spouse
out of a deep sense of guilt or fear
of not seeing the children. Feelings
of unfairness develop when the pre-
sent household has little or no
money for small luxuries or recre-
ation and the former spouse and
children are living well.

[J  Undercontributing to the support of
children when financially able.

[J Failing to communicate between
and within families regard-
ing children’s expens-
es.

[J Paying for each
set of biological chil-

dren separately { B
(each remar- ‘ I!
ried parent e

pays for himself ' |
or herself and his or I
her chil- ‘ /

dren’s

expenses).

This tends to create two separate
families living under one roof. This
is especially problematic when
there is a large difference in the
spouse’s personal assets.

[J Keeping all assets in one name.
This often makes the other spouse
feel like an outsider.

[ Using child support for expenses
not related to the care and welfare
of the children.

Conclusion

Money is a powerful force in our
society and can have a major impact
on the success of a stepfamily.
Research suggests that there is no one
correct method of handling finances in
stepfamilies. Family members need to

thoughtfully consider their situa-
tion and communicate about

B how to best manage their

money. When spouses
communicate openly,
make decisions
together, and have
mutual trust and
respect, they greatly
increase the likelihood
that they will manage
their finances successfully.
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