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For my ePortfolio assignment, I was instructed to read The Millionaire Next Door, 

written by Thomas Stanley and William Danko, both having Ph. Ds. The book discussed the 

characteristics of the affluent. The findings of the researchers were quite surprising, and as they 

stated in the introduction, upon completing their research, they quit their jobs as professors and 

entered jobs that targeted the affluent and their needs and wants, since that is a very lucrative 

market. What they found is that many characteristics we associate with affluence don’t lead to 

affluence at all, or are not truly a product of affluence. In fact, those characteristics that we 

associate with affluence, such as hyperconsumption, may even detract from affluence. The book 

also discussed the children of the affluent, and how affluence travels through families and how it 

impacts them. The last few chapters of the book discussed how to take advantage of the affluent 

market, such as what occupations would best suit their needs, allowing one to profit off the 

affluent market.

Early in the book, there was a clear distinction made between wealth and income. Income 

is how much you earn. Wealth is how much you have. What this means is that high income does 

not always lead to high wealth, and while one may be making lots of money, that does not 

necessarily translate into wealth. The majority of millionaires in this nation (and there are many 

of them) have fairly high income and lots of wealth, but they don’t look the part. They live in 

typical middle-class neighborhoods, not usually in upper-class neighborhoods. They drive 

typical used cars, pay as much as the majority of the nation for shoes and clothing, and don’t 



have country club memberships. This is the key to building wealth, because the fundamental 

principle of building wealth is living well below one’s means.

Towards the beginning of the book, a formula is presented to determine one’s standing in 

terms of wealth accumulation. The formula is:

age realized annual household income (excluding inheritence) inherited wealth=expected net worth
10

× −

Those who score above the expected net worth are called prodigious accumulators of wealth, or 

PAWs. Those who score below their expected net worth are termed under accumulators of 

wealth, or UAWs (those who hit the number are called average accumulators of wealth, or 

AAWs, but this group wasn’t discussed much in the book). As a brief comment, I do not believe 

that this is an entirely accurate formula. The problem with the formula is that it doesn’t appear to 

take into account past income levels. It does not consider the economic history of the individual, 

thus cannot be considered a truly accurate means of comparing wealth accumulation. But I do 

agree with the findings regarding PAWs and UAWs and their characteristics. 

The majority of millionaires in America are PAWs. They live well below their means. 

They save and invest a significant portion of their income. Their incomes usually are around 

about $100,000. Because millionaires typically live within their means, a significant portion of 

them live in traditional middle-class neighborhoods, not the upscale neighborhoods typically 

associated with them. The majority of millionaires did not earn their money through inheritance, 

thus being first generation affluent. Most millionaires are not UAWs.

The lifestyle we associate with millionaires—country club memberships, custom tailored 

suits, annually buying a Porsche—are not associated with wealth building. These are the 

characteristics of the UAW. While the UAW may look the part of the wealthy millionaire, they 

hardly have the wealth that the typical millionaire has. While a typical millionaire could sustain 



their lifestyle for twelve years if their job were to disappear tomorrow, a UAW would be lucky 

to survive two years. They do not prioritize savings or investing, whereas PAWs spend 

considerable time, effort, and money on financial advice and investment decisions. As a result, 

they are far behind actual millionaires in terms of wealth and net worth, even though they would 

more likely be identified as a millionaire. As put in the book, they’re “all hat, no cattle”.

The majority of millionaires are entrepreneurs. It was made quite clear that it didn't 

matter what industry they work in; all that matters is that they're entrepreneurs. Millionaires also 

include lawyers, accountants, and physicians, but the majority of them by far are entrepreneurs. 

The reason for the high propensity for entrepreneurs to become millionaires over other 

occupations is that entrepreneurs often learn the importance of money management, being fiscal, 

and not paying too much. They are very goal oriented, and actual wealth is more important than 

the appearance of wealth. Lawyers, doctors, and other high status occupations have a higher 

propensity to encourage a high consumption life style. Quite often, these jobs require the 

appearance of status. In fact, it's possible that if one does not look the part in these jobs, they 

would be judged to be inferior quality, making it more necessary to consume to keep up the 

appearance of status. Also, there's a feeling of “deserving it”, after having gone through years of 

schooling. Entrepreneurs, in contrast, typically don't spend extended periods of time in school. 

However, it should be noted that while there is greater propensity for hyperconsumption in these 

fields than entrepreneurship, they are still occupations that produce PAWs. The fact that the 

majority of small businesses fail is also worth noting, meaning that one shouldn't necessarily 

stop going to school and become an entrepreneur if they want to become a millionaire. The 

ability for one to become a PAW depends more on the attitudes of the individual rather than their 

occupation.



The children of millionaires aren't as likely as expected to become millionaires 

themselves. Parents who are entrepreneurs do not encourage their children to enter 

entrepreneurship due to the high risk associated with the occupation, meaning that these children 

often enter college and earn advanced degrees in law and medicine, fields that have a higher 

propensity to produce a UAW lifestyle. The children of UAWs aren't likely at all to become 

millionaires. Their parents taught them to spend every dollar they have, to use credit extensively 

to maintain a high standard of living, that saving and investing isn't important, that it's better to 

look the part, and so on. Since the children of UAWs are not taught the importance of fiscal 

responsibility, they don't develop it. They often struggle, too. Often, millionaire parents will give 

their adult children cash gifts, even annually and as much as $10,000. They may supply their 

children with large gifts, such as the down payment for a house, or even a whole house. The 

result is that these adult children hyperconsume, living well above their means with the extra 

money. They also have less wealth than individuals who do not receive large gifts as adults and 

also earn less in their careers. Rather than become independent of their parents economically, 

they become incredibly dependent, all the way up through their forties, if not older, and expect a 

large benefit from their parents estate when in reality the estate may be the source of their gifts, 

in an effort to reduce estate taxes. This phenomenon is referred to in the book as economic 

outpatient care (EOC). The vast majority of millionaires didn't receive any such gifts. Many 

didn't even receive financial assistance when going through college.

I personally feel that I can back up this phenomenon. I have two wealthy uncles with 

children in their twenties. One child appears to be self sufficient. Two are still in college 

pursuing advanced degrees. One is no longer in college, got married, and is going through a 

divorce. She has the appearance of an adult child too attached economically to her parents. Her 



father gave her the first house she and her husband ever owned. He has given her a corral with 

horses. However, I am unaware of any appreciation of these gifts from her or their value. She 

appears to feel entitled to these gifts, a symptom of EOC. Another cousin appears to be 

completely independent and happily married. While her parents likely paid for her education, she 

does not seem to have received any large gifts since. The other two cousins are pursuing 

advanced degrees. One is married, and his parents gave him his house for him and his wife. His 

wife's parents are also very wealthy, and contribute to such gifts. They do not need to pay for 

their education, since their parents supply the money. While the couple does not exhibit the same 

symptoms of EOC such as hyperconsumption, nor do they appear to receive the same amount of 

gifts, they still can be considered at risk. The other cousin, single, works for his father's business 

during the summer to help pay expenses, though his tuition is largely paid for by his parents. He 

does not exhibit symptoms of hyperconsumption related to EOC. I do not see him at as great a 

risk of extended EOC.

The book closed with discussions on targeting the affluent economic niche. The two 

factors that the book seemed to center around when considering how to target this economic 

group is the priorities of the affluent and the hyperconsumption of their children. Occupations 

such as estate attorneys, financial advisers, and physicians are good occupations when targeting 

the wealthy, since it targets their money management priorities. Many adult children of 

millionaires spend considerable amounts of money on private education, so teachers, professors, 

and proprietors in the field benefit. Contractors who build or remodel homes would also benefit 

from adult children.

My education in my Personal Finance class related to the information learned in the book 

in several important ways. First, Personal Finance and The Millionaire Next Door emphasize the 



importance of saving and investing. The rule of thumb presented is “pay yourself first.” That is 

key to building wealth, since it can more easily facilitate living below one's means. Personal 

Finance taught that credit should rarely be used for sustaining a high standard of living, since 

this reduces future spending power. The Millionaire Next Door showed that such spending habits 

tend to lead to one becoming a UAW. Both Personal Finance and The Millionaire Next Door 

show the importance of budgeting, investing of time to financial planning, paying for good 

financial advice, and paying one's fair share of taxes. I would not have understood the role and 

importance of estate planning presented in The Millionaire Next Door without my education in 

Personal Finance, and conversely, The Millionaire Next Door reinforced my understanding of 

estate planning. The Millionaire Next Door taught me that for one to accumulate wealth, one 

must understand the time value of money, a concept I did not understand before Personal 

Finance. The Millionaire Next Door, therefore, was a valuable supplement to Personal Finance.

So to conclude, if I had to take away three things from my education in Personal Finance, 

including reading The Millionaire Next Door, I would say first, budgeting is important to 

achieving financial goals. Second, if one desires to accumulate wealth, one must save and invest 

a considerable amount of money, and must be willing to commit time to making wise financial 

and investment decisions. Third, one must exhibit discipline financially to achieve their financial 

goals. I will keep these lessons throughout my life. Personal Finance, while the least favorite of 

my classes, is clearly the most practical, and for that, I am glad I took it.


