
  Chapter 1 The Millionaire Next Door Is Alive and Well


  
    Believe it can be done. When you believe something can be done, really believe, your mind will find the ways to do it. Believing a solution paves the way to solution.


    —Dave Schwartz, The Magic of Thinking Big

  


  DR. THOMAS J. STANLEY SPENT THE MAJORITY OF HIS PROFESSIONAL CAREER examining how Americans achieved financial success on their own. He studied business owners, executives, teachers, engineers, and a whole host of individuals with average to above-average incomes to answer the question: Why are some individuals better able to transform income into wealth? The works published from this lifetime of research answering that question have sold more than five million books.


  Why did this work have such a significant impact? Perhaps it was because the research revealed that wealth could be achieved via our own behaviors; there were no preconditions such as privileged birthright or ethnicity. Despite sensational headlines to the contrary, it is still possible today to build wealth without a lump-sum inheritance or a lucky lottery ticket. So long as the freedoms that we enjoy exist in the United States, there will be individuals who will build wealth, not because of luck or the color of their skin or their parents’ success, but because of the goals they set, the behaviors they employ to reach their goals, and their ability to ignore distractions and naysayers along the way.


  The hallmarks of what made a millionaire next door 20 years ago continue to hold true. Living below your means is just another way of expressing a mathematical equation: an equation that works regardless of changing political landscapes, economic environments, and fads. The math always works, but the distractions of the day, whether the “trading up” mentality of the 1990s or early 2000s or the ever-present social media of today, pull many people away from the simple power of saving more than they spend. The increased costs of health care and education also require us to think differently about the way in which we live our lives: The traditional lifestyle or career path that our parents and grandparents followed may not be conducive to building wealth today.


  Still some critics have argued that the very concept of the millionaire next door is dead, that the Internet-fueled stock boom of the 1990s led to the success stories my father covered in The Millionaire Next Door, and that survivorship bias was at work in our data set (i.e., the idea that we analyzed only the “winners” and that the economic “losers” may have shared the very same traits). But fortunately for those who are seeking financial independence, our most recent study and resulting data indicate that the behaviors, habits, and lifestyles that are conducive to building wealth haven’t changed in the last 20 years, and they are not dependent on the economic, societal, or technological concerns of the time. We’ve seen that even in nonaffluent populations, the same characteristics separate those who are more successful at transforming income into wealth from those who are less successful.


  Identifying Millionaires Next Door


  There is a science to finding millionaires, but because they are such a small subset of the American population, obtaining large numbers of them for any survey research effort can be challenging. There are massive data sets and addresses tied to zip codes that allow researchers to sample within presumed high-income and high-net-worth neighborhoods, even though within those neighborhoods not all the residents are millionaires. Traditional survey research and target-market procedures are not necessarily foolproof methods to find millionaires next door, because millionaires often build wealth by not spending a fortune on their primary residence, thus making them less likely to live in affluent neighborhoods. Even though they can be seen in crowdsourcing efforts and financial independence blogs, they typically keep the reality of their financial success to themselves. After all, a willingness to not look rich helped them get there in the first place.


  But today there continues to be a group of individuals who build wealth on their own and certainly on their own terms. Many of the millionaires next door featured in this book and in prior works wrote to us to share their stories. While this group doesn’t take pride in broadcasting their success to the world, they do tend to relish in sharing their experiences (often anonymously) with others who are interested in following their lead. Through our research with crowdsourced samples, we also encountered people who are properly labeled as emerging millionaires next door. These are individuals who are not yet millionaires but most certainly on their way.


  Identifying those who are adept at transforming income into wealth takes more than an isolated consumer purchase or job title. True, the millionaires next door that my father studied and interviewed in 1996 often worked in what some people might think of as dull or mundane industries, like accounting or scrap metal. Today, just as was the case in 1996, professionals such as engineers and teachers often have the characteristics, personalities, and abilities that allow them to prodigiously transform their incomes into wealth. But it has never been the case that all small-business owners, scrap metal or otherwise, are successful at transforming income into wealth. It’s also never been the case that all owners of older model cars, inexpensive watches, and modest homes have the necessary knowledge, skills, abilities, and competencies to build wealth on their own. These are markers, as my father showed, but not necessarily predictors. No, instead we have to consider a broader pattern of behaviors and experiences versus a single financial decision or lifestyle choice.


  Someone Forgot to Tell the Financial Independence Community


  Since the publication of The Millionaire Next Door in 1996, an entire community has evolved that focuses its lifestyle and efforts on the ability to retire (or have the option to leave salaried work) at a stage of life that today is mostly unheard of. Thirtysomethings saving up enough to retire? Some of the best evidence that millionaires next door are alive and well is the vibrant online community commonly referred to as “FI/RE” (financial independence/retire early). In 2011, a blogger with the pen name Mr. Money Moustache began documenting his saving and spending habits, his investing practices, and his philosophy on consumer behavior (using colorful language like “Your current middle-class life is an Exploding Volcano of Wastefulness,” which is one of my favorites).1 While he wasn’t the first to talk about frugality and frugal living online, he was one of the first to be widely read and cited. Mr. Moustache left salaried employment at age 30 with roughly $900,000 in total assets. Through his writings and those similar to his, a cultural movement was born.


  Today, more than 1,700 blogs related to FI/RE can be found ranked on Rockstar Finance (a sort of directory for the FI/RE community).2 Most involve some variation of a similar theme: a focus on saving money and being able to do what you want with your life as soon as possible. Many bloggers in the community reference The Millionaire Next Door as a transformative work in their journeys. The case studies and personal journeys of these bloggers are more voluminous than could be covered in one book and include a multitude of different approaches, from doctors and attorneys earning high six figures to other professionals with lower salaries. Some writers have multimillions accumulated but have not yet jumped ship from their careers, while some with less than $1 million in net worth have already retired. They preach being purposeful and disciplined in designing a lifestyle that allows you to stop being beholden to a company or organization so you can decide on your own what you want to do with your days. Again, these people are not in their 60s or 70s, but in their 20s, 30s, and 40s.


  Take 30 minutes and peruse through some of these blogs and get to know these individuals. Note the lifestyles they describe and the details of how they got there. You may not like how they live their lives, but it would be hard to argue that their behaviors and choices don’t work for them. It will become clear that the millionaire next door is alive and well in this particular community.


  Respect for Money: A Prerequisite for Wealth


  Allison Lamar, who grew up in a remote part of the United States, had an alcoholic mother and a father who struggled to make ends meet while taking care of his wife. In the end, it was Allison’s grandparents who served as mentors to help her take control of her financial life. When I interviewed Allison, she shared her unique perspective with these words of advice related to respecting money: “Take care of money responsibly, and it will take care of you later. When people say they don’t care about money, I believe that is an excuse not to deal with it.”


  Allison is now 54 years old, the mother of two college-aged children, and a homeowner. She’s happily engaged to be married and has lived in the same town for 20 years. She told me it was her early experiences and corresponding behaviors that allowed her to build wealth and become a millionaire twice over:


  
    I was the oldest, and I was going to help figure out how [Mom] was going to live. There were things I wanted as a 13-year-old, and it wasn’t a pity party that I couldn’t have them. . . . I got a paper route, even when it was –40 degrees, I was there. I’m naturally a doer and worker and a problem solver. . . . There was no extra fluff in our life. . . . I spent a lot of time with my grandparents. My grandfather worked hard all his life and built wealth. I saw how disappointed he was in some of my cousins who felt entitled to his wealth. Now you see this instantly on Facebook—you see all of these people with what look like incredible lives but in reality, it’s not that way. . . . My dad constantly told me to save 10%, and so did my grandparents. Even when I was in college, making $6.50 an hour, I saved 10%. My friends would laugh and say, “Why don’t you wait until you have a real job?” It was the habit—I started this habit and never stopped. . . . It wasn’t a sacrifice to me—it was just a habit. I also felt like I was honoring my grandparents in saving to become a millionaire. I was content with the process of becoming a millionaire: hit one goal, then I wanted another one. I always knew I would be a millionaire—it wasn’t a big deal. I just worked for it. . . . Working hard—it’s ok to work a fourteen-hour day sometimes. Those sacrifices are worth it. And, you look back and they are sweet in a way – driving a car without air conditioning, for example—they’re sweet. . . . First became a millionaire when I was about 35 and now have about $2 million in net worth. I’m 54. My friends would never suspect that this is the case as I act pretty “average.” Money is itself “nice” but I am more concerned about what money can do than the actual accumulation of money.

  


  Allison shared her thoughts on why so many people are challenged when it comes to building wealth:


  • They’re playing the game of comparisons by using social cues to decide what’s important and how they compete with others. “Parents especially can be so competitive,” she says.


  • “People need to face the reality of where they are.” In other words, gaining an awareness and appreciation of your financial situation can lead to realistic decisions about how to move forward.


  • They think small decisions do not have consequences. Allison learned to appreciate the compounding power of small decisions as she worked in the below-freezing chill of the Midwest to earn money.


  Allison’s early influences and experiences helped to shape her financial journey. At many points along the way, she could have given up, or made easier short-term decisions. But by respecting money and taking a long-term view, resulting in part through the influence of her grandparents, her journey is now giving her great freedom:


  
    You have to be able to face your situation where you are and not be fearful, but be aware—facing the reality of your balance sheet. . . . It really played out when I got divorced. I knew I had options. Some women stay in relationships because they don’t understand money or are afraid. I knew I had options. . . . I work in a fire department—I work because I want to work. I make more money now with my investments than working, and people have no clue. I like it that way.

  


  Allison shared her story not for fame or fortune, not for an Instagram post, but rather to demonstrate to others that regardless of your circumstances, achieving economic success depends not on what has happened in the past but instead on the behaviors you employ today and tomorrow, behaviors that were described in 1996 and still hold true today.


  More Millionaires Next Door: Hate the Methods, Love the Outcomes?


  No one would argue with the reach and influence of Dave Ramsey in the world of personal finance. According to the Ramsey Group website, 13 million people tune in each week to Mr. Ramsey’s nationally syndicated radio show and more than 4.5 million people have attended his Financial Peace University 12-week classes.


  Some aspects of his message have drawn criticism from other purported “experts.” We will leave the discussion of specific financial advice for others to wrestle with and argue over. We’ll focus instead on the the behavioral side of his methodology and its associated outcomes. Mr. Ramsey instructs individuals to pay off their smallest debts first, thereby providing a psychological incentive to continue to pay off debt, ultimately leading to larger debts (e.g., student loans, mortgages) being paid off and placing the household in a position to save and invest. And in his group consensus peer pressure, it appears, can serve as a positive influence in personal finance. The training courses (often multiple weeks of group meetings), associated materials, books, and technologies all provide ample reinforcement for positive financial behaviors.


  Many of my father’s readers and fans have referenced Mr. Ramsey and his organization as the means by which they were able to correct their financial behaviors and achieve economic success, many either approaching or having just accomplished the goal of reaching millionaire status when they described their journey. Like the FI/RE community, these individuals are often demonstrating the outcomes associated with behaviors that are conducive to wealth, and becoming millionaires in the process.


  Meet the (Very Much Alive) Jacobsons


  The Jacobsons are not front-page news, not by any means. They didn’t win the lottery or start a tech firm that was bought by Amazon or Google. Their fortune came from a steady, simple lifestyle and decades of choices that were conducive to building wealth. Their 1,900-square-foot home is more than likely not in any zip code data set that includes America’s top wealth holders. They followed what could be described as a typical millionaire-next-door path. After amassing that wealth, they continue to spend in a way that ensures that their wealth will be sustained and grow, as Mrs. Jacobson described in a letter she sent to my father, which he referenced in the updated preface to The Millionaire Next Door in 2010:3


  
    I married the right spouse and have a simple lifestyle. We’ve been married 22 years, 3 children, 3 dogs, 2 horses. We have lived in the same, modest 1,900 square foot [1975 era home] for 20 years. I have an MS in chemical engineering; my husband has a Ph.D. in chemical engineering and is now a VP at a chemical company.


    I made all As in high school; 1170 SAT. I was the first person in my family to go to college. I was born in the backwoods of Arkansas. After college, my husband and I both got good jobs; we lived on one income and saved the other. Anytime we got raises we just saved more. I am now a stay at home mom.


    We are already millionaires. However, we still have 3 kids to put through college so we don’t feel rich. Sometimes my kids ask me if we are poor because I make them order from the $1 value menu!

  


  It’s worth mentioning here that the average single-family home in America is approximately 2,400 square feet (about 500 square feet larger than the Jacobsons’ house). But even though this family is below average in terms of home size, they are in the top 10% in terms of net worth. Statistically speaking, the larger the home, the less the owner has to transform into wealth. Approximately 92% of homeowners are not millionaires, but a whole lot of them live in homes larger than 1,900 square feet.


  The Jacobsons don’t have to worry about the $400 trillion shortfall that is expected to hit retirement savings in the next 30 years.4 Because Americans now live longer and fewer pension options are available, the burden to ensure financial independence and comfort in retirement is likely to be mostly the responsibility of the individual, and the Jacobsons aren’t taking any chances. Regardless of headlines to the contrary, they are millionaires next door, and they are very much alive and well.


  But It’s Not for Me!


  Some cannot imagine the early career experiences of Allison Lamar. And the Jacobsons’ lifestyle isn’t for everyone. Some people may not want to order from the value menu. Some people may want a bigger house for any number of reasons. And retiring at 35 but “having” to live a frugal lifestyle isn’t attractive to everyone. It is understandable that not everyone can or wants to live this way.


  But consuming today in anticipation of higher levels of future income and trying to keep up with the arms race of gadgets, cars, and accessories are universal problems that derail people from the economic success path and certainly the millionaire-next-door path. Individuals adopting this strategy are easily targeted by marketers, making it even tougher for them to stay focused on a goal of financial independence. The consumer arms race, and the reality that large populations are engaging in such battles, are often neglected in politically charged commentary on the state of wealth accumulation. But, as we’ve seen time and again, behaviors drive wealth.


  Consider how many people you know who may live:


  • In a house they cannot afford without their current level of income,


  • In a neighborhood filled with conspicuous signs of wealth,


  • With friends or family who do not want to take responsibility for their financial future,


  • With little saved for either retirement or other life events (e.g., college), and


  • With constant worry and concern that their lifestyle is in jeopardy.


  People who are stuck in these kinds of scenarios don’t have the freedom to do something outside of the norm, like start a new business, or weather an economic disaster. You may not want the frugal lifestyle described by our millionaires next door above. But if not, you will need a high income to fuel consumption and be prepared for what may come your way in the future.


  Income Is Not Wealth


  There is great freedom in the United States to choose the kind of life we want to lead and the way we build or maintain wealth. Whatever path we choose, generating income for our household will be of paramount concern at some point in the process. But income isn’t the same as wealth. Income is what you bring home today. Wealth is what you have tomorrow. And the next day. And the next day.


  Wealth is not income; income is not wealth.


  Wealth is how much you accumulate. Net worth is your balance sheet—the net of your assets less your liabilities. Income is what you bring in over a period of time, and you report it on your annual income tax return. Periodic income certainly affects your net worth (balance sheet), but doesn’t define true wealth. Consider an individual who makes $1 million in wages in a year and spends $1.2 million in consumption during that same year. The wealth (balance sheet) impact would be negative $200,000.


  The media often portray wealth as income instead of net worth, creating the erroneous perception that simply receiving a big paycheck necessarily leads to wealth. One similarity between the high-income and high-net-worth crowds is that most of these people are economically productive as a result of their own efforts.


  And personal wealth in the United States is rising over time. In 2017, there were approximately 11,500,000 millionaire households,5 roughly 9% of the of all US households.6 By comparison, in 1996, there were 3,500,000 millionaire households, representing 3.5% of all American households at that time. Personal wealth in the United States was $22 trillion in 1996, but nearly one-half of this wealth was owned by 3.5% of households. The distribution is similarly disproportionate today: With personal wealth at approximately $84.9 trillion in 2016, nearly 76% is held by 10% of households.7


  We are by any definition a very affluent country. But most people in America today are far from wealthy. Don’t be confused when you learn that the average (mean) net worth of an American household is $692,100.8 You may think that even if a typical American worker loses his job he will be able to live off his wealth for five, maybe even six years. But there is a problem with this figure. It is very misleading. The presence of high-net-worth households (think billionaires such as Warren Buffett or Bill Gates) skews the average disproportionately.


  The median measure of household net worth paints a much more accurate picture of the character of wealth in America. The median is that of the typical household, the midpoint range of the more than 124 million households ranked from bottom to top along the net worth scale. With few exceptions and where noted, we use the median figure when we discuss dollars in this book. For example, the median income in the United States (as of 2013) was $59,039, while the mean or average, was $83,143.9 The estimated median net worth of Americans in 2016 was $97,30010—far from the frothy $692,100 (average) figure—and is just shy of the cost of a one-year stay in a nursing home.11 This means that less than one-half of all households in the United States have enough to pay for such a service even if they sold everything they owned.


  Most American households are nowhere near being financially independent, which we define as being able to live for some period of time without a paycheck from an employer or other earned income. Nor will most be able to retire in comfort. And there is more bad news. What if the equity in homes is factored out of the median-net-worth figure? Then the median figure drops to roughly $25,116, or about half of the annual median income generated by a typical American household. Who will care for these people when they are no longer able to support themselves? Don’t bet on the government. In the not so distant future, it is likely that you will only be able to rely on yourself and your loved ones. Survival, like charity, begins at home.
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  Let’s look at net worth as the indicator of wealth status. We often hear, both directly as well as in the media, the following: “One million dollars? That’s nothing anymore.” So while $1 million is certainly worth less today than 20 years ago ($1.5 million today would equal approximately $1 million in 1996)13, it’s still more than 10 times the median net worth in America.


  As was the case in 1996, most households are far from millionaire status. And even more so today, millionaire status in retirement may not be enough to perpetuate a lifestyle that includes heavy consumption. If this is your lifestyle, then securing high levels of recurring income is paramount. But earned income can be fleeting. Those who want to be truly financially independent rely instead on savings and passive income that invested capital can generate.


  A Portrait of Today’s Millionaire


  So who are the millionaires of today? We wanted to determine if there were differences over time in the lifestyles, behaviors, and attitudes of millionaires, the “subject matter experts” of wealth accumulation. Were there key behaviors that would transcend time and lead to building wealth? What does this group of individuals who have amassed a median net worth of $3.5 million (the median net worth in our most recent survey sample) look like today? Below is a portrait of these millionaires:


  • We’re mostly 61-year-old men (87%) who are either married (69%) or remarried (25%). More than 80% of us believe our spouses are critical factors in our economic success.


  • Our median income in the previous year was $250,000, and our median net worth is $3.5 million. Compared to the average American, we earn four times as much, while our net worth is just about 36 times the average.


  • Education has been critical to our success. More than 93% of us have at least a college degree, and nearly 60% of us have a graduate degree. A little more than half of us attended a public college.


  • Nearly 20% of us are retired. For the 80% of us who are not yet retired, we work approximately 45 hours per week as business owners, attorneys, engineers, leaders, managers, physicians, and consultants.


  • We live off what we’ve made, as more than 86% of us had 0% of our income from trusts and estates in the previous year, and only 10% received any gifts of cash, securities, properties, or vehicles from relatives.


  • Nearly 90% of us are satisfied with life, and nearly 80% of us say we’re in general or consistently good shape physically, and we get 7.65 hours of sleep per night on average.


  • We are frugal and we budget. A full 70% of us know how much we spend on food, clothing, and shelter each year, and 59% of us have always been frugal. More than 60% of us consider frugality as a critical factor in our success.


  • The most we’ve ever spent on jeans is $50, on a pair of sunglasses is $150, and on a watch is $300.


  • But we don’t shop sales in person. Roughly 77% of us haven’t stepped foot inside a store for Black Friday in the past five years.


  • Luxury cars? We tend to drive Toyotas, Hondas, or Fords that are at least three years old. On average, our most recent car purchase was $35,000. The most we’ve ever spent on a car? $40,000.


  • Approximately 70% of us said our parents were very frugal. Most of our parents were married and remained so until we were at least 18 (86.3%). Nearly 75% of our parents encouraged us to excel, but only 42% of us believe that having attentive parents accounted for our success. Less than one-third of us said our parents were better off than others while growing up.


  • We are confident investors: 70% of us say we know more than most people about investing, and only approximately one-third of us say we rely heavily on an investment advisor. More than 70% of us have at least one account at a full-service investment firm.


  • But we have made mistakes along the way. More than 60% of us have sold a great stock too early, more than 73% of us sold a bad stock too late, and nearly 40% of us have tried to time the market.


  • When it comes to investing, taking risks helped us early on. While 56% of us would call our current investment strategy “balanced,” when we first started working, more than half of us called our investing strategy risky or very risky.


  • When we do want professional advice on investing, we don’t pay a lot for it: 56% of us paid 1% of our income from the previous year on fees, while 33% of us paid zero.


  • Do we practice economic outpatient care? Yes, a little less than two-thirds of us give gifts to our children and grandchildren. Roughly 34% of us give 1% of our income, and 23% of us give 5% of our income as gifts to relatives.


  This portrait of what a millionaire looks like in America today is just a starting point. The real value in studying the wealthy is to understand what they did along the way to achieving financial success, that is, the patterns of behaviors that led to success. It is also critical to highlight case studies shared with us over the past few years of other millionaires who provided detailed accounts of their attitudes, lifestyles, and behaviors.


  The Research


  Most of the data in this book comes from the survey we conducted of affluent Americans between 2015 and 2016 (see Appendix A). This allowed us to make comparisons across time of the behaviors and habits of millionaires. We also used data collected at various times by the Affluent Market Institute and DataPoints. Much of this information is featured in the tables that appear throughout the book.


  In many cases, we describe the findings for millionaires in our latest sample, that is, individuals with a household net worth of $1 million or more. In other cases, and specifically to help guide the review of economic success, we divide the sample into two groups using the expected net worth formula first described in The Millionaire Next Door. We calculate expected net worth by multiplying age by income, and dividing that product by 10, or:


  Expected net worth = Age x Income x 0.10


  The primary purpose of this approach is to empirically (and numerically) demonstrate how well an individual or group has been able to transform income into wealth.


  Some commentators have questioned whether the findings in The Millionaire Next Door and prior works are unduly influenced by survivorship bias: in other words, that the research sample focused on those who have “made it” in terms of their net worth or incomes or careers, and therefore the conclusions about the behaviors that self-made individuals engaged in could have also been present in the remainder of the less-successful population. To this objection we have two counterpoints.


  First, in addition to simply reporting averages and percentages related to the characteristics of millionaires, prior works have examined the different habits, behaviors, and attitudes of what we call “prodigious accumulators of wealth” and “under accumulators of wealth.” To examine potential differences in the behaviors and attitudes of these groups in our current study, we divided the affluent sample into quartiles based on the difference between their actual net worth and expected net worth. This difference provides a measure of financial success: those individuals at the bottom quartile are considered to be under accumulators of wealth (UAWs): They tend to have less wealth than they are expected to have given their age and income. Likewise, those in the top quartile were considered to be prodigious accumulators of wealth (PAWs) and tend to have a net worth much higher than expected given their current income level and age. The division into these groups is normative; in other words, it is sample specific based on age, income, and net worth. This allows us to compare groups based on a consistent metric of success looking at both the successful and not-so-successful segments. This same methodology can be used regardless of the population in question.


  Second, we have been able to demonstrate the power of patterns of financial behaviors in the prediction of net worth, regardless of someone’s age or income. In other words, there are key behaviors that relate to your net worth whether or not you are young or old, or just starting to work, or are making six figures. During the past several years, I joined my father in his field of research, transitioning from studying how employees would be successful in specific jobs to studying how individuals are successful at building wealth. Using the science of predicting performance on the job for leaders or employees, we see the same habits, behaviors, and attitudes that distinguish those who are adept at transforming income into wealth from those who are not in samples of mass affluent Americans as well—that is, a sample where a significant portion of the participants have not yet “made it.” In other words, the same factors for building wealth relate to net worth across the entire range of the affluence scale (including those who are not affluent). And we also know that many of the same financial-related tasks that are conducted in high-net-worth households are conducted in mass affluent households:14 The tasks are similar, and the competencies required to conduct those tasks are similar. We note in Chapter 5 that patterns of behaviors, regardless of group membership, relate to wealth accumulation.


  In a way, the research and writings over the past 20 years have served as a job analysis,15 or scientific examination of what it takes to build wealth. Job analysis is used in the world of human resources to study the key tasks and characteristics of individuals who are proficient in their jobs or professions. Those competencies are then put to the test to see if they are valid (or accurate) predictors of future success on that job. This discipline is used to assist employers in selecting applicants who are most likely to succeed in a job or function.


  In the job of managing finances we measure success by the difference in actual versus expected net worth. Past behavior and experiences are among the best predictors of future performance when an employer hires a new employee. For those attempting to build wealth—which we argue is one of the critical jobs of anyone running a household—there are clear tasks that comprise the job16 and clear sets of behaviors that predict how well we will perform at this job.17


  Of course we know that net worth is strongly influenced by income and age: Higher income gives individuals greater potential to build wealth. The older an individual is, the longer he or she has had to build wealth. And a large inheritance helps as well. Despite these factors, behaviors and experiences matter when it comes to building wealth, regardless of whether we’re studying the affluent, as is the case in this book, or studying those in the mass market or mass affluent segments. Patterns of behaviors and experiences matter when building wealth, and the same behavioral patterns—including discipline in spending, saving, and financial management behaviors—differentiate under accumulators of wealth from prodigious accumulators of wealth regardless of age, income, or percentage of inherited wealth.


  What conclusions were reinforced by our research? The overarching lessons of financial success are universal and clear. They do not change because of elections, technology, or cultural norms. Nor do they change because of a boom or bust economy. The same skills, abilities, and competencies that are required to become financially independent and successful on your own are timeless. Regardless of your status, age, and income level, you can find your path to wealth and financial independence.
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  We have a choice in our lifestyles and whether or not we pursue economic independence. We can either play the part of mimicking those around us (and be easy targets for marketers and salespeople), or we can pursue our economic freedom quietly.


  What does being financially independent—not being beholden to debt repayments, an employer, or a paycheck—allow you to do? It grants you freedom. You are free to solve problems the way you see fit; free to volunteer or spend time with family; free to take a job that perhaps pays less but gives you more satisfaction; free to create your own economic opportunities. And add to this list: free to leave behind the cubicle and regular paycheck at age 35 or 40, as many in the FI/RE community discuss in their stories of economic freedom.


  
    Still the Land of the Free


    My father often reminded us that we have great freedoms in our country to, put bluntly, do what we want. He often talked about his grandmother, who immigrated to America from Hungary with little more than a sack in the early 1900s. He wrote this piece in 2013, focusing on the nature of freedom and finance:


    In the Declaration of Independence, Thomas Jefferson succinctly specifies the rights of individuals: “We hold these truths to be self-evident, that all men are created equal, that they are endowed by their Creator with unalienable Rights, that among these are Life, Liberty and the pursuit of Happiness.”


    We as Americans have been given the opportunity to grow, to achieve, to prosper, and to build financial independence. Given this blueprint, it is no wonder that so many people in countries all over the world have lined up to immigrate to America throughout her history.


    Professor Denise Spellberg’s research about Jefferson was highlighted in The Chronicle of Higher Education.18 Jefferson was a strong advocate for religious liberty having been strongly influenced by John Locke. In 1689, Locke wrote “A Letter Concerning Toleration.” Professor Spellberg quotes Locke: “neither Pagan, nor Mahometan, nor Jew ought to be excluded from the Civil Rights of the Commonwealth, because of his Religion.” But that is not all that Jefferson read in preparation for writing the Declaration of Independence. He read the Qur’an which is still in his library today.


    Jefferson’s blueprint for freedom provided a base for the development of our great nation. For it is the many opportunities to achieve that result in our society’s millions of success stories. Some countries may call themselves democracies, but a real democracy is evidenced by its peoples’ behaviors and outcomes. It’s interesting that countless immigrants and their children have prospered in our country while they barely eked out a living in their homelands.

  


  Economic freedom, like the freedom we experience in the United States, has a cost: the discipline and work it takes to get there and then to maintain it. Not everyone is willing to pay this price.


  Opportunities to Prosper


  Financial success in this country is not commonly the result of being handed money, despite the increasing number of large-scale wealth transfers from the baby-boomer generation to their offspring, lottery winners, and celebrities who capture the public imagination. And there will always be stories of people who have squandered their riches. In fact, the likelihood that even self-made millionaires’ children will have the same level of economic success is low.


  As our research has shown, the path to becoming economically successful requires thinking differently about life and money, as illustrated for example by those in the FI/RE community. It requires discipline and hard work. It requires knowing one’s own strengths and weaknesses, environment, and markets. It takes great skill in allocating resources—financial, emotional, cognitive, and time, to name a few.


  For many this means being frugal while building wealth, not being susceptible to fads, and not buying into myths about how to “act rich.” In other cases, it’s managing a high income now in a way that allows for freedom later. In other words, not buying a house that requires a continued six- or seven-figure salary and generally living in a manner that allows above-average saving and investing. For others, it is spending one’s emotional and cognitive resources to create a working life that allows for financial independence and freedom. All of these paths require courage and perseverance.


  Sadly, because only 28% of Americans feel “extremely or very prepared” for retirement19, and only 54% of Americans could manage a $400 emergency expense20, the experiences of Allison Lamar or families like the Jacobsons seem extremely out of the ordinary. Despite the proliferation of self-help books, personal finance blogs, and so-called experts who typically have something to sell, Americans are still behind the 8-ball in terms of their financial well-being. Maybe this is because adopting a simple lifestyle and building wealth over time are too simplistic to sell advertising and apparently too difficult for most Americans to do. The expense side of the ledger is typically the challenge, particularly for those with higher-than-average incomes.


  Paths to Wealth


  Despite this somewhat dreary national outlook, there are many roads to economic success. What paths to wealth are available in America? Consider the latest survey we conducted, targeting some of the wealthy zip codes in the United States. As we discussed earlier, the ability of simple geocoding to find millionaires next door is limited. The moonlighter or the millionaire who is living in the original house he purchased when he first started working is not represented here. Though in this sample of high- and ultra-high-net-worth Americans we are able to discern distinct paths to economic success, the truth of the matter is:


  There isn’t an exclusive path to financial independence.


  If there were, the cottage industry of personal finance blogs, books, publications, podcasts, and financial planning in general surely would not exist. This industry, founded in part on the idea that wealth was something that could be created versus inherited or gifted—essentially the key premise of The Millionaire Next Door—now has its own conferences, critics, and informal leaders.


  But even The Millionaire Next Door described only a few paths to wealth in detail, typically defined by disciplined spending, focused savings, and a diligence in money management. In reality, achieving economic success is an individual endeavor, but commonalities have emerged from the more than 16,000 case studies, interviews, and surveys we have conducted and letters we’ve received. In this book we highlight those commonalities while also demonstrating how, in more than 20 years since the first publication of The Millionaire Next Door, many of the same behaviors and success factors that led to independence and wealth endure today.


  Here we look at how specific decisions and behaviors relating to consumption, budgeting, careers, investing, and financial management in general can affect wealth-building. We focus on how the areas of technology, media, and consumerism have changed between the 1990s and 2000s when we conducted research for the previous books and today. For example, we were interested in how the very same technologies that give freedom to those wanting to manage their own finances, create their own businesses, and educate themselves can also serve as a distraction from financial (and other) goals. We wanted to understand how rising costs, such as in education and health care, would impact individuals who were frugal in nature. How would the behavioral-finance biases in investing, which have captured the attention of many in the financial services industry, impact prodigious accumulators of wealth? Would they make the same mistakes?


  [image: Table 1-2. Career-Lifestyle Groups of Affluent Sample Path Mean Age Median Annual Income Average Difference in Actual vs. Expected Net Worth Sample Job Titles Above-Average Earners 57.4 $250,000 $1,360,000 IT Director, Engineer, Director, Manager, Professor High-Income Earners 58.2 $400,000 $1,160,000 Attorney, Physician, Vice President, Head of Private Equity Firm, Investment Manager Small Business Owners/Entrepreneurs 59.8 $400,000 $2,510,000 Accounting, Engineering, IT, Real Estate Note: The median net worth for each group was $3.5 million. The larger the difference in actual versus expected net worth, the higher the likelihood of being a prodigious accumulator of wealth.]


  Above-Average Earners


  While The Millionaire Next Door included other examples of self-made, economically successful Americans, the prototypical millionaire next door in this book is an individual in a somewhat “boring” occupation with an above-average income, who is frugal and unaffected by trends and social norms. But this is a path that may ultimately not suit everyone. The strategy is good defense, and the lifestyle is typically simple and unassuming. Seventy percent of millionaires state they have always been frugal. This behavior transcends job types and income levels.


  High-Income Producers


  The often-prone-to-being-Income-Statement-Affluent group (or “IA” group, referring to those with big incomes but low net worth) typically includes the executive leadership of larger organizations as well as professionals such as investment managers, doctors, dentists, and the like. If surrounded by exuberant consumption, this group is often tempted to look the part of their cohorts by buying big houses, luxury automobiles, and other expensive consumer goods. To build wealth with a high income takes considerable discipline in the consumption arena. To have economically self-sufficient children, this group must apply and teach a steady dose of frugality.


  Small Business Owners


  Assuming they have creativity, courage, and determination, along with a clear ability to target market opportunities, small business owners tend to have a higher net worth than those who work for others. For the small business owner, his source of revenue is derived from a business he created which funds all of his other investments. But self-employment does not automatically translate into big income and wealth. Consider that of the more than 25 million Americans who were self-employed sole proprietors in 2015, their average annual net income was only $13,154.21


  Moonlighters, Gig Workers, and the FI/RE Community


  Nearly one-third of all working Americans are moonlighters, which means they generate revenue in addition to and outside of their regular full- or part-time employment. Looking for multiple sources of revenue is a prototypical millionaire-next-door kind of behavior. It is much easier to have multiple sources of income than it was a decade ago. With technological resources at your fingertips, you can create multiple businesses in a matter of minutes. Typically, the most successful moonlighters have experience or access to potential customers to identify their needs and test the market.


  Many of these moonlighters and gig workers are what we might call the “stealth wealthy”—in other words, they cannot be “found” in a sampling of affluent neighborhoods or through traditional means. But in our surveys we were able to find several emerging and actual millionaire-next-door types who use crowd-sourcing22 as a means to supplement their incomes. They represent developers, administrative staff members, teachers, professors, lawyers, marketing professionals, retail sales clerks, nurses—the full range of job types, interests, and levels. This group often values their family’s economic success and financial freedom over the consumption of goods.


  
    Favorite Chapters from The Millionaire Next Door


    Millionaires often reached out to my father to share their experiences and feedback about The Millionaire Next Door and his other books. He would invariably ask them what they liked about the book, and their collective feedback was captured in this piece he wrote in 2014:


    I like to ask millionaires who have read The Millionaire Next Door what their favorite chapter is. You may be surprised to learn that it is not Chapter 2 (“Frugal, Frugal, Frugal”). This chapter details the frugal lifestyle of millionaires in terms of the modest prices paid for clothing, shoes, watches, motor vehicles, etc. This is merely a review for millionaires, affirming who they are. However, this chapter (which ranks third) is the one they most often tell their children to read!


    Chapter 5 (“Economic Outpatient Care”) ranks second. Often after a millionaire reaches the financially independent threshold, a new set of issues develop. The typical millionaire next door has three children and around six to eight grandchildren. How millionaires interface with these offspring in financial terms can be the cause of much worry and unpleasantness. Of course, not all children of millionaires are under-achievers. But as mentioned in The Millionaire Next Door, “in eight of the ten occupational categories, gift receivers [those who receive economic outpatient care] have smaller levels of net worth (wealth) than those who do not receive gifts.” These occupations include accountant, attorney, marketing professional, entrepreneur, senior manager, engineer, physician, and middle manager. Of course, these data do not account for economic “inpatient care.” Keep in mind that one in four sons (ages
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  Appendix A: Studies


  Targeting by Neighborhood and Business Ownership Status


  The millionaire study used in the majority of the tables and discussions in this book was conducted between April 2015 and January 2016. To identify this affluent sample, we used a commercially available residential and business-related database source. Specifically, we used a company that employed similar methodology to what was used to identify millionaire households in the past research studies (e.g., those in The Millionaire Next Door and The Millionaire Mind). That is, the identification of high-income and/or high-net-worth households relied on geocoding. We selected an Experian mosaic group, American Royalty, which represents approximately 0.73% of the population in the United States.1 This group represents the wealthiest households in America as defined by Experian, and is based on geocoding of zip codes and addresses. Then, we used the Statistics of Income 2012 data2 from the IRS to rank all states by their estate tax returns. We undersampled households in the top seven states in terms of total amount of returns (20% of sample; states included were California, Florida, Illinois, New Jersey, New York, Pennsylvania, and Texas), and oversampled the remainder of the states (80% of the sample). We oversampled from states that had a smaller number of millionaires to ensure a broader cross section of Americans were included in the sample.


  In addition to residential households, we included a subset of small business owners in the sample, utilizing the same company, utilizing the business owner options, and included job titles such as president, owner, chief executive officer, and founder.


  In total, we selected 9,947 heads of households as well as 1,516 small business owners to include in the study.


  We created a survey instrument that included questions about lifestyle, demographics, behaviors, and habits. Many of the same questions that were used in previous surveys (those that went into The Millionaire Next Door and The Millionaire Mind, for example) were included, along with new sections related to purchasing real estate and investing-related behaviors. A paper and online version of the survey instruments were created. The A. L. Burruss Institute of Public Service and Research at Kennesaw State University administered the survey (including mailing and collection) and entered data for the paper-based surveys. Multiple waves of data collection were conducted:


  Wave 1: 5,000 heads of households were contacted via mail and asked to complete the survey in exchange for $1, and received a reminder to complete the survey approximately three to four weeks after the survey instrument was mailed. This wave resulted in 461 respondents for a response rate of 9.2%.


  Wave 2: This wave of data collection included two samples of 500 heads of households that were either (a) mailed an introduction letter followed by a paper survey, or (b) mailed an introduction letter followed by a postcard asking them to complete an online survey, each with an incentive of $2. The response rates were 18.2% for paper version, 11.4% for web-based version. For this wave, 148 out of 1,000 heads of households contacted participated in the study.


  Wave 3: The survey instrument was divided into two conditions to shorten its length, and participants in this wave were randomly assigned to either form A or B. This wave of data collection included 3,947 heads of households and 1,516 small business owners who were sent an introductory letter followed by a postcard inviting them to complete an online survey in exchange for $2. The response rates for this wave of data collection were 7.32% and 6.6% for heads of households (n = 289) and small business owners (n = 100), respectively.


  A total of 998 responses were received in time to be included in our analyses. Overall, the response rate was 9%. Of the responses received, 164 were incomplete, leaving 834 responses. Out of the 834 responses, 669 were millionaires or decamillionaires.


  Additional Studies


  Just as in The Millionaire Next Door and other related works, additional samples and studies were included in this book in some cases. One of the main sources of additional data is described here. Using the same survey instrument as in the affluent sample mentioned above, we surveyed 528 individuals using a crowd-sourcing service (Amazon’s Mechanical Turk). Respondents were paid $2 in exchange for participation. To be eligible for participation, individuals had to have an annual pretax income of at least $25,000, had to be responsible or jointly so for financial management in their households, and had to be at least 25 years of age. This resulted in a mostly mass affluent sample, with an average age of 37.9, who were mostly male (53.5%), and had an estimated median income of $87,101.21. Nearly half of the sample (47.7%) had net worth below $200,000, while 44.2% of the sample had a net worth between $200,000 and $999,999.


  Behaviors and Experiences Studies


  The study of the predictive nature of past experiences and behaviors was examined using multiple studies between 2012 and 2017. These studies examined the usefulness of biodata-based measures of wealth accumulation with two different samples: Affluent Market Institute Research Panel members and two crowd sourced samples of mostly mass affluent Americans. Details of this research may be found in the Building Wealth Technical Report and the Financial Behaviors and Wealth Potential White Paper from DataPoints3, as well as journal articles and presentations.4


  Appendix B: Rankings of Sole Proprietorships by Percentage Profitable (1998 & 2015)1


  [image: 1998 2015 Industry % profitable Number of returns % profitable Number of returns Plastic and rubber products 98 3,188 Offices of physicians, mental health specialists 93 21,698 91 37,200 Investment bankers and securities dealers 49 2,246 90 12,810 Offices of dentists 94 91,998 89 77,693 Offices of podiatrists 75 6,296 88 7,905 Social assistance 83 75,876 87 834,770 Securities brokers 67 20,839 86 10,176 Offices of chiropractors 84 31,285 86 33,912 Other ambulatory health care services (including ambulance services, blood and organ banks) – – 86 35,594 Waste management and remediation services 69 15,741 85 24,059 Hospitals – – 85 9,787 Construction of buildings – – 84 622,635 Specialty trade contractors 87 1,789,725 84 2,035,724 Construction 86 2,243,044 84 2,696,797 Health care and social assistance 86 1,506,387 84 2,181,372 Drafting, building inspections, and geophysical surveying 91 50,347 83 44,376 Nursing and residential care facilities 72 48,026 83 81,300 Automotive body shops 79 80,665 83 70,691]


  [image: 1998 2015 Industry % profitable Number of returns % profitable Number of returns Legal services 83 318,005 83 345,480 Administrative and support and waste management services – – 82 2,471,954 Administrative and support services 83 1,235,496 82 2,447,895 Offices of physicians (except mental health specialists) 87 170,538 82 179,425 Scientific research and development services 53 12,566 82 40,461 Warehousing and storage facilities 74 3,826 82 8,290 Truck transportation – – 82 643,728 Ambulatory health care services 87 760,492 81 1,255,515 Outpatient care centers and other miscellaneous health practitioners – – 81 259,314 Other transit and ground transportation – – 80 655,423 Personal and laundry services 81 1,208,071 80 2,493,940 Offices of mental health practitioners and social therapists 92 150,205 80 197,753 Transportation and warehousing 80 790,262 80 1,619,557 Other accounting services 83 345,408 80 356,199 Other services 81 1,857,237 79 3,512,160 Home health care services 83 93,523 79 386,214 Offices of certified public accountants 93 48,585 79 46,475 Unclassified establishments 82 348,125 78 589,940 Fabricated metal products 75 29,319 78 36,733 Testing laboratories – – 78 6,564]


  [image: 1998 2015 Industry % profitable Number of returns % profitable Number of returns Commodity contracts brokers and dealers 65 7,621 78 3,031 Educational services 79 292,813 77 855,798 Offices of optometrists 98 12,810 77 22,796 Miscellaneous repairs 85 342,797 77 398,593 Couriers and messengers 76 182,092 77 189,460 Furniture and related products 58 31,772 76 23,881 Architectural services 87 70,786 76 102,545 Air and rail transportation 61 13,722 76 16,929 Advertising and related services 81 86,337 75 144,018 Market research and public opinion polling 49 28,111 75 53,368 Museums, historical sites, and similar institutions – – 75 8,028 Architectural, engineering, and related services 84 226,852 75 249,754 Auto repair and maintenance 78 306,369 75 360,747 All nonfarm industries 75 17,408,809 74 25,226,245 Electrical equipment, appliances, and components 71 7,936 74 8,239 Professional, scientific, and technical services 78 2,431,374 74 3,486,604 Medical and diagnostic laboratories 83 19,427 74 17,709 Religious, grantmaking, civic, professional, and similar organizations – – 74 258,879 Automotive mechanical and electrical repair and maintenance 77 138,276 74 197,540 Other miscellaneous services 75 454,840 73 775,788 Other professional, scientific, and technical services 76 1,145,409 73 1,932,153 Wood products 44 37,081 73 31,955]


  [image: 1998 2015 Industry % profitable Number of returns % profitable Number of returns Management, scientific, and technical consulting services 77 563,555 73 918,517 Leather and allied products 72 6,038 Computer systems design services 74 205,552 72 286,069 Support activities for mining 70 12,818 71 19,300 Offices of real estate agents, brokers, property managers, and appraisers – – 71 858,484 Miscellaneous manufacturing – – 71 66,390 Data processing, Internet publishing and broadcasting, and web search portals – – 71 100,357 Engineering services 74 86,090 71 85,798 Support activities for transportation (including motor vehicle towing) 71 90,138 Insurance agencies and brokerages 77 294,680 70 311,554 Chemical manufacturing – – 70 15,976 Insurance agents, brokers, and related activities 76 387,774 70 422,069 Other auto repair and maintenance (including oil change, lubrication, and car washes) – – 70 92,517 Support activities for agriculture and forestry 62 121,885 70 106,930 Other insurance related activities and other financial vehicles 73 93,095 70 110,515 Real estate 77 796,471 69 1,167,939 Petroleum and coal products – – 69 1,030 Real estate and rental and leasing – – 69 1,214,655 Finance and insurance 73 598,939 68 636,234 Computer and electronic products 70 12,937 68 16,891]


  [image: 1998 2015 Industry % profitable Number of returns % profitable Number of returns Forestry and logging (including forest nurseries, timber tracts) – – 67 52,006 Manufacturing 67 361,254 67 380,959 Motion picture and sound recording 59 54,643 67 112,826 Restaurants (full & limited service) and drinking places – – 66 427,770 Automotive equipment rental and leasing 80 17,803 66 15,330 Motor vehicle and parts dealers 69 131,095 66 132,250 Other activities related to real estate 79 102,301 66 257,276 Water transportation 98 2,720 66 6,033 Information 65 212,455 66 337,957 Durable goods, including machinery, wood, metals, etc. 74 186,195 66 189,507 Performing arts, spectator sports, and related industries 60 820,312 66 1,346,487 Printing and related support activities 77 36,768 66 31,950 Utilities 44 7,147 65 20,235 Arts, entertainment, and recreation 61 986,769 65 1,499,737 Specialized design services 60 141,563 65 270,473 Credit intermediation and related activities 76 63,151 65 39,213 Securities, commodity contracts, and other financial investments 64 148,034 65 174,952 Accommodation, food services, and drinking places 64 302,777 65 486,163 Food and beverage stores 81 127,853 65 92,538 Mining 50 119,376 64 134,638 Amusement, gambling, and recreation industries 67 165,341 64 145,222 Heavy and civil engineering construction – – 64 38,439]


  [image: 1998 2015 Industry % profitable Number of returns % profitable Number of returns Oil and gas extraction 63 109,099 Apparel 61 23,213 63 22,701 General merchandise stores 73 27,061 63 28,966 Publishing industries (except Internet) 70 48,598 62 77,200 Wholesale trade (merchant wholesalers) 73 376,581 61 371,148 Other financial investment activities (investment advice) 64 115,889 61 147,617 Transportation equipment 100 8,092 61 11,931 Machinery 85 32,967 61 24,012 Other mining – – 61 6,239 Agriculture, forestry, hunting, and fishing 64 288,922 60 269,704 Food manufacturing 60 54,971 Building material and garden equipment and supplies dealers 73 51,639 59 26,585 Electronic stores and household appliance stores 82 39,038 59 13,704 Surveying and mapping (except geophysical) services 100 15,598 59 10,471 Nondurable goods, including food, fiber, chemicals, etc. 71 190,386 58 142,190 Nonmetallic mineral products 88 8,078 58 9,178 Broadcasting (except Internet) and telecommunications and Internet service providers – – 58 47,574 Fishing, hunting, and trapping – – 58 66,144 Miscellaneous store retailers 48 453,894 57 618,370 Clothing and accessories stores 70 120,917 57 164,182 Travel accommodation (including hotels, motels, and bed and breakfast inns) – – 56 38,853]


  [image: 1998 2015 Industry % profitable Number of returns % profitable Number of returns Retail trade 55 2,349,535 55 2,460,635 Gasoline stations 71 37,767 55 16,546 Sporting goods, hobby, book, and music stores 61 140,232 54 104,898 Rental and leasing services 58 75,143 54 45,550 Scenic and sightseeing transportation 40 4,491 54 9,556 Wholesale electronic markets and agents and brokers – – 53 39,451 Accommodation 63 56,380 53 58,393 Health and personal care stores 44 143,921 53 136,758 Furniture and home furnishing stores 78 58,877 52 25,876 Nonstore retailers 47 1,017,241 52 1,099,962 Lessors of real estate (including mini-warehouses and self storage) – – 51 52,178 Commercial and industrial machinery and equipment rental and leasing – – 50 15,176 RV (recreational vehicle) parks and recreational camps 72 14,107 49 9,999 Rooming and boarding houses 56 11,862 47 9,542 General rental centers and other consumer goods rental 52 13,620 45 11,906 Consumer electronics and appliances rental – – 38 2,671 Textile and textile product mills 94 5,668 35 13,115 Animal production (including breeding of cats and dogs) 25 26,188 34 44,625 Primary metal industries – – 27 2,781 Securities and commodity exchanges – 1,439 11 1,317]


  Appendix C: Selected Job Titles of Moonlighting Mass Affluent Prodigious Accumulators of Wealth
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  Advertising Copywriter


  Analyst


  Assistant


  Attorney


  Auditor


  Automation Engineer


  Bookkeeper
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  Business Owner-Operator


  Business Owner/Agricultural Manager
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  Business Program Director
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  Consultant


  Court Administrator
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  Digital Marketing Manager
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  Web Developer
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Table 1-2. Career-Lifestyle Groups of Affluent Sample

Path Mean | Median Average Differ- Sample Job Titles
Age Annual ence in Actual
Income | vs. Expected Net
Worth
Above-Average | 57.4  $250,000  $1,360,000 IT Director, Engineer, Di-
Earners rector, Manager, Professor
High-Income | 58.2 ' $400,000 = $1,160,000 Attorney, Physician, Vice
Earners President, Head of Private
Equity Firm, Investment
Manager
Small Busi- | 59.8 = $400,000 $2,510,000 Accounting, Engineering,
ness Owners/ IT, Real Estate
Entrepreneurs

Note: The median net worth for each group was $3.5 million. The larger the difference in actual versus
expected net worth, the higher the likelihood of being a prodigious accumulator of wealth
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Offices of dentists

Offices of podiatrists

Social assistance

Securities brokers

Offices of chiropractors

Other ambulatory health care services (including ambulance services, blood and
organ banks)

Waste management and remediation services

Hospitals

Construction of buildings

Specialty trade contractors

Construction

Health care and social assistance

Drafting, building inspections, and geophysical surveying
Nursing and residential care facilities

Automotive body shops

1998

% profitable

93
49
94

83
67
84

Number
of returns

21,698

2,246
91,998

6,296
75,876
20,839
31,285

15,741
1,789,725
2,243,044
1,506,387

50,347

48,026

80,665

2015

% profitable

98
91
90
89
88
87
86
86
86

85
85
84
84
84
84
83
83
83

Number
of returns

3,188
37,200
12,810
77,693

7,905

834,770
10,176
33,912
35,594

24,059
9,787
622,635
2,035,724
2,696,797
2,181,372
44,376
81,300
70,691
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Industry

Commodity contracts brokers and dealers
Educational services

Offices of optometrists

Miscellaneous repairs

Couriers and messengers

Furniture and related products

Architectural services

Air and rail transportation

Advertising and related services

Market research and public opinion polling
Museums, historical sites, and similar institutions
Architectural, engineering, and related services
Auto repair and maintenance

All nonfarm industries

Electrical i and
Professional, scientific, and technical services
Medical and diagnostic laboratories

Religious, grantmaking, civic, professional, and similar organizations

Automotive mechanical and electrical repair and maintenance
Other miscellaneous services

Other professional, scientific, and technical services

Wood products

1998

% profitable

65
79
98
85
76
58
87
61
81
49
84
78
75
71
78
83
77
75
76
44

Number
of returns

7,621
292,813
12,810
342,797
182,092
31,772
70,786
13,722
86,337
28,111

226,852
306,369
17,408,809
7,936
2,431,374
19,427
138,276
454,840
1,145,409
37,081

2015

% profitable

78
77
77
77
77
76
76
76
75
75
75
75
75
74
74
74
74
74
74
73
73
73

Number
of returns

3,031
855,798
22,796
398,593
189,460
23,881
102,545
16,929
144,018
53,368
8,028
249,754
360,747
25,226,245
8,239
3,486,604
17,709
258,879
197,540
775,788
1,932,153
31,955





OEBPS/Images/chpt_fig_002.png
Table 1-1. Percentage of Income Received through Trusts,
Estates, and Inheritance in Previous Year by Percentage of
Millionaires (1996 & 2016)

Year 0% 1%-5% 10%-30% 50% 75% or More
1996 80 7.8 9.7 1.2 0.9
2016 86 6.5 5.9 0.7 0.7
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Industry

Retail trade

Gasoline stations

Sporting goods, hobby, book, and music stores

Rental and leasing services

Scenic and sightseeing transportation

Wholesale electronic markets and agents and brokers
Accommodation

Health and personal care stores

Furniture and home furnishing stores

Nonstore retailers

Lessors of real estate (including mini-warehouses and self storage)
Commercial and industrial machinery and equipment rental and leasing
RV (recreational vehicle) parks and recreational camps

Rooming and boarding houses

General rental centers and other consumer goods rental

Consumer electronics and appliances rental

Textile and textile product mills

Animal production (including breeding of cats and dogs)

Primary metal industries

Securities and commodity exchanges

1998

% profitable

55
71
61
58
40
63
44
78
47

Number
of returns

2,349,535
37,767
140,232
75,143
4,491
56,380
143,921
58,877
1,017,241

14,107
11,862
13,620

5,668
26,188

1,439

2015

% profitable

Number
of returns

2,460,635
16,546
104,898
45,560
9,556
39,451
58,393
136,758
25,876
1,099,962
52,178
15,176
9,999
9,542
11,906
2,671
13,115
44,625
2,781
1,317
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1998 2015

Industry % profitable Number % profitable Number
of returns of returns

Forestry and logging (including forest nurseries, timber tracts) - - 67 52,006
Manufacturing 67 361,254 67 380,959
Motion picture and sound recording 59 54,643 67 112,826
Restaurants (full & limited service) and drinking places - - 66 427,770
Automotive equipment rental and leasing 80 17,803 66 15,330
Motor vehicle and parts dealers 69 131,095 66 132,250
Other activities related to real estate 79 102,301 66 257,276
Water transportation 98 2,720 66 6,033
Information 65 212,455 66 337,957
Durable goods, including machinery, wood, metals, etc. 74 186,195 66 189,507
Performing arts, spectator sports, and related industries 60 820,312 66 1,346,487
Printing and related support activities 77 36,768 66 31,950
Utilities 44 7,147 65 20,235
Arts, entertainment, and recreation 61 986,769 65 1,499,737
Specialized design services 60 141,563 65 270,473
Credit intermediation and related activities 76 63,151 65 39,213
Securities, commodity contracts, and other financial investments 64 148,034 65 174,952
Accommodation, food services, and drinking places 64 302,777 65 486,163
Food and beverage stores 81 127,853 65 92,538
Mining 50 119,376 64 134,638
Amusement, gambling, and recreation industries 67 165,341 64 145,222

Heavy and civil engineering construction - - 64 38,439





