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Aèropostale Cartier Gap
Alcoa Chanel Gateway Computer
Alexander McQueen Chevrolet Genentech
Amazon.com Chevy General Electric
America Online Christian Dior General Mills
American Eagle Christies General Motors
American Express Chrysler Giorgio Armani
American Express Citicorp Givenchy

Publishing Citigroup Goldman Sachs
American Honda Clorox Google
American Motors CNBC GTECH Corporation

Corporation CNN Gucci
American Outfitters Coca-Cola Gulfstream
Ameriprise Costco Helga Wagner
Apple Cristal Hennessy
Aston Martin Curtco Media Hermès
Audi CVS Honda
Avedis Zildjian DeBeers Humana
Banana Republic Dell IBM
Bang & Olufsen Dior IKEA
Bank of America Dom Pérignon Iomega Corporation
Barbour Donald Duck iPhone
Barnes & Noble Donna Karan iPod
Baume & Marcier Dow Jones J. Crew
Beneteau Rodriguez Dow Jones Industrial J. McLaughlin

Group Average J.C. Penney
Bentley DreamWorks Jacadi
Beretta eBay James Bond
Bergdorf-Goodman Eclipse Aviation Julius Baer and
Berkshire Hathaway Emilio Pucci Vontobel
Best Buy Ernst & Young Kmart
Bloomberg, L.P. Escada Kuoni
Bloomingdale’s ExxonMobil La Perla
BMW Fairmont Hotels and Lamborghini
Boeing Resorts Land Rover
Bombardier Flexjet Fendi Le Cirque
Borders Ferragamo Leading Real Estate
Breitling FlexJet Companies of the
Bugatti Forbes World
Bulgari Ford Lehman Brothers



Lexus Oracle Target
Lifestyles of the Rich Osco Team One

and Famous Pantene The Clinic at Wal-Mart
Lilly Pulitzer Piaget Tiffany
Lincoln Plum TV TiVO
Louis Vuitton Polo Ralph Lauren TMZ.com
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C H A P T E R O N E

Today’s Wealth Explosion
The Supernova and the

Gravitational Pull of Money

PROVE IT.

In 2004, those two words started our odyssey of crisscrossing the
country to meet with some of the wealthiest individuals in America
and to hear the stories of their success. Along the way, we have
peered into the heart of one of the biggest explosions of wealth in
history.

Those two words—prove it—have been uttered to us many
times, but in this particular case, they came from Lyle Anderson. For
over twenty-five years, Lyle’s company has built some of the most
spectacular and expensive luxury-housing developments in the
world, often centered around award-winning Jack Nicklaus–designed
golf courses. In 2004, Lyle was contemplating a new development
with properties targeted as second or third homes for families of
substantial means, and we were consulting for him on a variety of
brand issues. During one of our meetings, Lyle turned to us and
asked: ‘‘What will be the amenity of the future that will differentiate
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2 The New Elite

a property—one that hasn’t been already done?’’ By this, Lyle meant
an amenity that went beyond beaches and golf courses and club
houses and innovations of architectural design. We thought about
Lyle’s question: The world was already awash in gated beach/golf
communities. We looked at the age of the people for whom the prop-
erty was targeted, the remote location, and the growing needs for
health, and responded: ‘‘Put a hospital and healthcare facility on the
property for the use of the residents. The hospital can provide imme-
diate life-saving treatment if anyone has a heart attack (during the
so-called ‘‘golden hour’’), offer residential treatment for chronic dis-
ease, and even provide cosmetic surgeries. It can make its money on
executive family physicals. It could even support emerging therapeu-
tic DNA and homeopathic services. The hospital would not only be
an attractive amenity in and of itself, particularly in a world of aging
baby boomers, but also it would lessen any anxiety that some might
feel about buying a home in a beautiful but slightly remote location.’’

After Lyle indicated that he thought the idea had some merit,
we began our due diligence and examined the potential of putting
such a hospital within a property. We concluded that it would cost
$50 million in construction costs and another $25 million for staff
housing, infrastructure equipment, and supplies. On top of that, an-
other $10 million would be needed for an evacuation helicopter and
a landing base. Given the $85 million price tag, Lyle was curious as
to whether these costs could be absorbed in the price of the property
lots—and whether residents would want to pay proportionately to
keep the facility in the black. He considered our top-of-the-mind
advice that this could be the amenity of the future, turned to us, and
simply said, ‘‘Prove it.’’

Thus began our inquiry into the nature of wealth in America, and
the beginning of a series of groundbreaking research studies. We
sought not only to answer Lyle’s specific question about the willing-
ness of wealthy people to pay for amenities A, B, and C the next time
they purchase a multimillion dollar home; we also sought to under-
stand who the wealthy are—at fundamental social and psychological
levels: their mind-set and lifestyles; their attitudes and values; their
aspirations for themselves, their children, and the world in general.
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We sought to understand how they came by their money, and
how, if at all, it has changed them; whether money can buy happi-
ness, or if it just brings a new set of challenges; whether they live
loudly or quietly; whether the typical wealthy person is more like
Donald Trump, Oprah Winfrey, Paris Hilton, or none of the above;
indeed, whether or not there is such a thing as a ‘‘typical’’ wealthy
person. As market researchers, we were, of course, particularly inter-
ested in how they save, invest, and spend their money. In where they
shop, what brands they like, and what luxury means to them. And
whether conspicuous consumption—a term coined by economist
Thorstein Veblen over 100 years ago—is a fair characterization of
how they buy and live today, or if it is an unfair generalization based
on media stories about an unrepresentative few.

We were, like many people, inherently curious about people who
have achieved tremendous financial success, and we found their sto-
ries to be not only fascinating but also inspirational—and personally
informative, as well. For example, we found that the vast majority of
wealthy people today created their own wealth in their lifetimes; and
we have at times used the principles that guided their success to
shape our own life choices and business growth strategies. At the
broadest level, this book is for anyone who shares this interest in
stories of success and the desire for financial growth. This is (we
hope) just about everyone, as stories of success and achievement
have always captured the human imagination, from the heroic epics
of the Iliad and the Odyssey, to Horatio Alger’s rags-to-riches novels
of the nineteenth century, to Napoleon Hill’s Think and Grow Rich,
to today’s multibillion-dollar industries of biographies, financial how-
to manuals, and self-help books.

We are also marketing professionals, and this book should hold
special interest for anyone who does business (or aspires to do busi-
ness) with people of considerable financial means. As the following
chapters will reveal, the wealthy today are poorly understood, not
only by the media and the average American but also by the profes-
sional marketer of luxury and high-end products. We’ll give a number
of examples highlighting how accurately understanding today’s
wealth dynamics is crucial for success in fields as diverse as market-
ing, sales, product development, branding, and advertising.
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Finally, this book is for anyone interested in understanding the
past, present, and future of wealth in our society and the world at
large. The past quarter-century has seen a truly dramatic, and in
many ways silent, shift in money throughout the world, impacting
everything from everyday lifestyles and economics to business and
politics. These changes have been so profound that astronomical
phenomena seem to provide the only apt metaphors.

The Wealth Explosion: The Supernova and the
Gravitational Pull of Money

Supernova: the explosion of a star so violent that it often out-
shines entire galaxies

Gravitational pull: the fundamental force by which all objects
with mass attract one another

History has rarely seen an era in which so much money has been
made by so few people in such a short amount of time. We’ll explore
later whether the poor have gotten poorer, but for now we can show
that the rich have gotten much, much richer. We think of it as a
supernova of wealth.

The Multimillionaire Next Door

Thomas Stanley published his groundbreaking The Millionaire Next
Door in 1996, and his profile of the typical millionaire as a hard-
working, frugal small-business owner still resonates. The issue today
is that the population of millionaires is growing so rapidly that soon
everyone may literally have a millionaire living next door to him or
her. From 1983 to 2004, the population of the United States grew
by about 33 percent. During that same time, after controlling for
inflation, the population of millionaires grew 168 percent, those with
$5 million in net worth grew 353 percent, and hecamillionaires
($10� million) grew over 400 percent (see Figure 1-1). The explo-
sion of wealth has been so dramatic that, although a net worth of $1
million is certainly something to which many people still aspire, it
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Figure 1-1 Growth in millionaire households, 1983–2004.*

Net worth $1 million: +168% Net worth $5 million: +353%

Net worth $10 million: +410%
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*1995 dollars, adjusted for inflation. Source: Edward Wolff, Recent Trends in Household
Wealth in the United States: Rising Debt and the Middle Class Squeeze. http://
www.levy.org/pubs/wp_502.pdf

hardly qualifies as true ‘‘wealth’’ anymore, particularly if it includes
nonliquid assets, such as one’s primary residence. Some have even
suggested that net worth is an outdated and irrelevant definition of
the term millionaire, and if it is still to be used as descriptive of
wealth it should be defined as someone having an annual income of
at least $1 million.

The Growing Concentration of Wealth

Another framework for understanding wealth in society is to consider
the percentage of all assets in America that are held by a select few.
Though the mid-1700s, the wealthiest 1 percent of Americans likely
held 10 to 20 percent of the total net worth of the country1—a low

http://www.levy.org/pubs/wp_502.pdf
http://www.levy.org/pubs/wp_502.pdf
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figure by historical standards, representing a relatively even distribu-
tion of wealth and a modest gap between the rich and the poor. The
concentration of wealth grew throughout the 1800s, accelerating as
the Industrial Revolution took hold, climaxing by the turn of the
century, when the wealthiest 1 percent held roughly half of the
assets.2 The twentieth-century high came in 1929, at 44 percent,
before the stock market crash and Great Depression led to a half-
century decline, bottoming out at around 20 percent in the early
1970s.3 Since then, the wealth owned by the top 1 percent has grown
steadily; it currently stands at 34 percent, down slightly from the dot-
com era high of 38 percent, but higher than at any other point since
1929.4

If we expand our definition of the financial elite slightly, from
the top 1 percent to the top 5 percent, we get an even more dramatic
picture of wealth concentration. Five percent of Americans—
approximately 6 million households—own roughly 60 percent of the
assets.5 In other words, the top 5 percent own more than the other
95 percent combined.

The Forbes 400 Is Now a Billionaires-Only Club

Let’s look at an even smaller microcosm of wealth: the Forbes list of
the 400 richest Americans. Four hundred people is a miniscule
0.0001 percent of the population in a nation of 300 million, but
the growth in wealth and influence among this truly elite group is
staggering. Forbes began publishing the list regularly in 1982, just as
the wealth crescendo was emerging, and on that initial list there were
just thirteen billionaires; $75 million was enough to make the list. In
2007, a mere $1 billion didn’t even get you on the list; it took $1.3
billion just to squeeze into the precarious position of number 400.
In 1982, the combined net worth of all 400 people was less than 3
percent of America’s gross domestic product; today, it is nearly 10
percent. In the last dozen years alone, the total net worth of this
group more than tripled, from less than half a trillion to $1.54 trillion.
Today, Bill Gates and Warren Buffett generally trade the title of
‘‘richest American’’ back and forth, with their fortunes fluctuating
between $55 and $65 billion, depending on the stock prices of Mi-
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crosoft and Berkshire Hathaway respectively. Either alone has a net
worth greater than the gross domestic product of more than half the
countries in the world.6 As we’ll detail in Chapter 9, the changing
dynamics of who is on this list, and how they made their money, is
just as revealing about the nature of wealth as how much they have.

The Gravitational Pull of Money

Po Bronson titled his novel of dot-com-era corporate intrigue The
First 20 Million Is Always the Hardest, and that sentiment neatly
sums up the gravitational pull of money. Money attracts more
money, and once you’ve got a few million (more later on how people
typically achieve that rare feat), getting subsequent millions becomes
relatively easier. The old adage ‘‘it takes money to make money’’ is
somewhat misleading, because most wealthy people today are self-
made, but it is certainly fair to say that ‘‘it becomes easier to make
money when you’ve got money.’’ Part of the gravitational pull has
simply been the tremendous performance of the stock market over
the past twenty years. Let’s take a long-term view and set aside the
day-to-day fluctuations that dominate the headlines of the business
press. The Dow Jones Industrial Average was started in 1896. It
didn’t reach 1000 until 1972, and it took another eleven years for it
to gain a mere 100 points and close above 1100. But 1983 was the
start of the biggest and longest bull market in history. It took just
four years for the Dow to close above 2000, another four years for it
to close above 3000, and four more years to hit 4000. (Alan Green-
span’s famous comment about the irrational exuberance of the stock
market came on December 5, 1996; the Dow Jones closed that day
at 6437).7 For the final half decade of the 1990s, the Dow added
about 1000 points a year, sometimes in much less than a year, rising
from 4000 in early 1995 to over 11,700 in early 2000. It took six
years for the Dow to recover from the dot-com implosion, but it
pushed past 12,000 in October 2006, and past 14,000 less than a
year later. Figure 1-2 shows the gradual and then explosive growth
of the Dow Jones Industrial Average.

Obviously the bull market helped everyone ‘‘in the market,’’
which is approximately half the U.S. population (up from less than



8 The New Elite

Figure 1-2 History of the Dow Jones Industrial Average.*
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20 percent in 1983).8 Much has been made, and rightfully so, about
the growing democratization of stock ownership in America, particu-
larly since the advent and growing popularity of mutual funds. But
the average American ‘‘in the market’’ has about $65,000 invested in
equities,9 and most of that is tied up in retirement accounts that
can’t be accessed easily for many years, so the bull market has mini-
mal impact on the bottom line of most Americans.

The fact is that stock ownership is like net worth—heavily con-
centrated at the top—and so too are the benefits of the bull market.
The top 1 percent of Americans own over one-third of all the stock
wealth, and the top 5 percent own two-thirds of all the stock
wealth.10 The wealthy benefit not only from having more money to
invest but also from having access to better advice and better invest-
ment options that yield higher returns. Once someone has millions
to invest, rather than thousands, a whole new class of investment
options open up, including access to private banks, hedge funds, and
in particular, the ability to invest in high-risk but ultra-high-reward
start-up companies, either through their own angel investments or
through private equity funds. It is compound interest on steroids.

It isn’t just money that attracts money; the people who have ac-
cumulated money also come to have a greater ‘‘pull’’ on money. They
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have learned how to start businesses, fund them, and cash out—a
process with a steep learning curve the first time around but one that
is more easily repeated. Their social networks have grown, bringing
them in more frequent contact with starts-ups they can invest in and
others who can fund their own new ventures. Their experience has
made them savvier about discerning wise investments from poor
ones. Given all these factors, it is not surprising that the longer a
person has been wealthy, the more wealth he or she tends to have.
Among the top 1 percent, those who have been wealthy more than
fifteen years have an average net worth of about $75 million, whereas
those who have been wealthy five years or less have an average net
worth of less than $10 million. In short, this is the gravitational pull:
Over time, large pools of money, and the people who have created
them, have a strong magnetic or gravitational pull on money at large.
The sun pulls planets into increasingly closer orbits; similarly, money
pulls more money and moneymaking opportunities into the orbits of
the wealthy.

Who Is ‘‘Wealthy,’’ Anyway?

There is no question that the past three decades have seen a remark-
able explosion in the quantity of wealthy people, as well as a greater
concentration of wealth, regardless of what metrics are used to de-
fine wealth. But as we started our investigation into the nature of
wealth, we faced the challenge of finding relevant operational defini-
tions for terms like wealth and affluence in our rapidly changing fi-
nancial markets. Our primary goal was to study people of truly
substantial means, whose options in life and the marketplace were,
for all intents and purposes, not limited by financial constraints or
necessity. This, of course, left out the traditional definition of wealth
as $1 million in net worth. These days, $1 million might get you a
5000� square-foot spread with five or six bedrooms in Dallas or
Minneapolis, but in New York City or San Francisco, you’d be lucky
to get a one-bedroom condo in a nice neighborhood or a two-
bedroom condo in an iffier area.

Instead, we decided to focus on much more stringent definitions,
designed to ensure that we were studying truly wealthy members of
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the financial elite. We describe the methodology of our main studies
on wealth in more detail in the Appendix; unless otherwise noted, all
data cited in this book are from our research. For now, when we refer
to the wealthy, we mean people in the top 1 percent or half of 1
percent of the American economic spectrum: These people typically
have at least $5 million in liquid assets (i.e., not including their pri-
mary residence) or have at least $500,000 in annual discretionary
income. When we refer to the affluent, we are referring to approxi-
mately the top 5 percent of the economic ladder, which is roughly at
least $1 million in liquid assets or $125,000 in annual discretionary
income.

It is these elite groups that we have spent the last half-decade
studying, using every methodology available, from one-on-one inter-
views to focus groups to quantitative surveys. To date, we’ve collected
data from over 6,000 members of today’s financial elite. When we
tell people about our scientific odyssey, we are consistently met with
three responses. First, everyone wants to know how the wealthy ac-
cumulated their riches, so that they can do the same. Fair enough.
The desire to accumulate great gobs of money is as old as money
itself, and although this isn’t a financial how-to book, the stories of
the wealthy certainly provide some insights into how financial suc-
cess is typically achieved today. Second, business people, such as
our clients in marketing and advertising, want to know who the
wealthy are psychologically, so that they can more effectively con-
duct business with them. Again, fair enough; we’ll address that in
detail as well.

But the third response is particularly telling. After the initial,
self-motivated enthusiasm dies down, skepticism settles in. People
ask why the wealthy would spend hours of their time answering ques-
tions for our research. It is in answering this question that we reach
one of the most profound insights about the wealthy to be found in
our research.
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C H A P T E R T W O

Debunking Paris Hilton
Why the Wealthy Told Us Their Stories

‘‘Of all the classes, the wealthy are the most

noticed and the least studied.’’

—John Kenneth Galbraith

WE, THE THREE authors of this book, are market researchers by profes-
sion. The fact is that most market research today is conducted with
methods that fail miserably at collecting meaningful, in-depth data
from the wealthiest 1 percent of Americans. Most market research
today is conducted online, offering people a few dollars for a few
minutes of their time taking Internet surveys about the topic at hand.
Even research on physicians conducted by pharmaceutical compa-
nies rarely offers an incentive of more than a couple hundred dollars,
and that’s far from enough to motivate those with millions of dollars
in liquid assets. So how did we do it? Why did the wealthy—
individuals with substantial assets, businesses to run, and full social
calendars—take hours to tell us their stories?

As is so often the case, in market research and in life, there are
practical, logistical answers to that question that scratch the surface
yet reveal a more profound dynamic underneath. On a practical level
we began by building relationships, working with our partners who
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already had relationships with wealthy individuals. At first we part-
nered with Curtco Media, publishers of affluent-targeted publica-
tions such as Worth magazine and the Robb Report. As we expanded
our research, we partnered with American Express Publishing,
whose magazine titles include Travel & Leisure, Food & Wine, Depar-
tures, Travel & Leisure Golf, and Executive Travel. Additional partners
are listed in the Appendix to this book.

As we worked to network toward the wealthy, we appealed to
their intellectual curiosity. We promised to ask intriguing questions,
and we delivered on that promise. The fact is, hardly anyone can
resist a good question, regardless of his or her socioeconomic stand-
ing. As one of our respondents said, ‘‘You know, people don’t ever
ask me questions unless they already know the answer. I like getting
to talk about myself without having to wonder what the other guy is
up to.’’

Our approach to interviewing began with wide-ranging questions
that let people reflect on their successes and failures without worry-
ing that they would be judged. We asked how people achieved suc-
cess, what barriers and challenges they overcame, and how they felt
about their success in the battles they have fought. We asked about
their childhood and about their children. We asked what they liked
and disliked. We asked what companies they admired, which mar-
keting techniques enticed them, and what kinds of advertisements
actually cut through the clutter of their busy lives to engage their
attention. And, fortunately for us, most people so enjoyed the ques-
tions that they volunteered to extend the amount of time we spent
with them.

Suffice it to say that the process was fascinating for us and en-
gaging for our respondents—so engaging, in fact, that many respon-
dents nominated their friends for subsequent interviews. We further
captivated their intellectual curiosity by offering respondents an
early, close-up look at the results of our work. For any respondent
who wanted it, we provided a coded identification number that en-
abled the individual to examine the results and reports for personal
reasons. In some cases, we even let them examine their own data in
comparison to others in the financial elite. For a generation of busi-
ness men and women who believe in measurement, and who grew
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up with IQ tests, SAT scores, and other performance metrics, this
quantitative capability was an often irresistible source of pleasure.
This was particularly true because the individuals had been on a
special journey, one their upbringings had left them largely unpre-
pared for, and so understanding the journeys of others was a means
for understanding their own trips and themselves.

But there is a deeper, more telling reason the wealthy volun-
teered hours of their time for us. Simply put, we promised to tell the
world the truth about them. These days, the wealthy get a bad rap.
They know it, and they don’t like it. The desire to set the record
straight is a powerful motivator. This book is part of our promise to
tell the truth as we uncovered it.

Images of Wealth and Excess

The wealthy have always been viewed with a mixture of admiration
and resentment. Americans cheer their triumphs, but just as quickly
herald their downfalls and embarrassments. Millions watched Mar-
tha Stewart’s television shows, read her books, and were proud to
reflect her sense of style in their own lives (psychologists refer to this
kind of mental boost as ‘‘basking in reflected glory’’). But many just
as quickly took joy in her shame and prison term, believing it a just
comeuppance for arrogance and greed. This vacillation between
basking in reflected glory and schadenfreude—taking joy in the mis-
fortune of others—is no longer balanced. As tabloid culture has gone
mainstream, it is clear that schadenfreude sells, and it is more popular
than ever. One of our respondents put it this way: ‘‘the media like to
exploit celebrity and wealth and affluence. And to get more people
to read, the philosophy isn’t ‘misery loves company,’ it’s ‘misery loves
voyeurism.’ ’’

In decades past, the decadence sometimes associated with
wealth had something of a romance, almost an elegance to it. For
example, think of F. Scott Fitzgerald’s The Great Gatsby, with Jay
Gatsby at play on Long Island; or the ornate parlor cars of railroad
magnates such as Cornelius Vanderbilt; or the rich collections of
Andrew Carnegie; or John F. Kennedy and his family holding court
in the White House. The resentment that some felt toward these
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wealthy lifestyles was often coupled with a paradoxical respect and
admiration for the refinement this wealth engendered. No more.
Today, the excesses of wealth are decidedly less classy—they are
‘‘celebrated’’ not in fine novels but in overly candid video clips shot
on cell phone cameras and uploaded to YouTube and TMZ.com.

Indeed, mention of wealth today typically brings to mind Paris
Hilton, perceived widely as empty-headed, irresponsible, and to
many, undeservedly and unfairly wealthy. Certainly there are excep-
tions to this modern negative view of wealth, as with articulate hu-
manitarians such as U2’s Bono, Virgin’s Richard Branson, and many
others. But unless a person owns the medium (we’re talking Oprah
here), it’s hard to control the message, and even harder to portray a
consistently positive image of wealth.

Fictional characters also often perpetuate negative stereotypes
of the affluent, a phenomenon we sometimes call ‘‘the Mr. Burns
syndrome’’ in honor (or lack thereof) of the character from televi-
sion’s The Simpsons. In a nod to Dickens’s Great Expectations,
Charles Montgomery Burns was sent from his family at a young age
to live with a cruel billionaire (whom he later discovered was his
grandfather). As an adult, he wields his tremendous power and
wealth capriciously, running his nuclear power plant with no concern
for the environment or his employees. From his gated mansion at the
corner of Croesus and Mammon Streets (both historical references
to vast, soulless wealth), he cuts deals with Satan and often orders
his sycophantic-yet-adoring assistant Smithers to ‘‘unleash the
hounds’’ on anyone who gets in his way. His archaic references and
often-outdated language reinforce the implication, and the stereo-
type, of Gilded Age wealth and disdain for those who lack it.

The same archetype of selfish wealth formed the basis of Mr.
Burns’s forerunner Scrooge McDuck, Donald Duck’s miserly uncle
who first appeared in 1947 and today is the ‘‘first nonmammal to
rank as fiction’s richest character’’ on Forbes’s tongue-in-cheek Fic-
tional 15 list. Less ironic and only slightly less one-dimensionally evil
than Mr. Burns, Scrooge is another obvious caricature of Gilded Era
wealth, as highlighted by the only ducks who rivaled him in wealth,
Flintheart Glomgold and John D. Rockerduck.
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How the Wealthy Are Viewed Today

In January 2006, we conducted our ‘‘American Attitudes Toward the
Wealthy’’ study to dig deeply into how the wealthy are viewed by
average Americans. The picture is not pretty. As Table 2-1 shows,
the wealthy are viewed as lucky, arrogant, excessive, irresponsible,
indolent, and self-indulgent.

Of course, the picture isn’t entirely negative. When we asked
people how they think the wealthy accumulated their wealth (see
Table 2-2), some positive attributes are mentioned, including hard
work, expertise, creativity, and risk-taking. Still, many people attri-
bute financial success largely to luck, and nearly two-thirds of those
surveyed believe that sacrificing moral integrity plays a key role.

Of course, the wealthy have a very different perspective, and you
can easily see why they would be motivated to talk with us to share
their side of this story. Our research, and our personal experiences
with the wealthy, suggest that the perceptions held by the general
public are largely unfair at best, and quite often completely wrong.
But perhaps it is easy to see why so many Americans are wrong. Only

Table 2-1 How Americans describe the wealthy*

Description % of Those Surveyed

Live lavishly 80

Come from families with money 79

Are in the right place at the right time 75

Are somewhat arrogant 72

Are self-indulgent 71

Don’t understand how it is for those who don’t have money 70

Don’t pay enough taxes 66

Are snobs 62

Are self-serving 60

Are lucky (don’t earn it) 55

Have sacrificed their principles for money 51

*From Harrison Group’s ‘‘American Attitudes Toward the Wealthy’’ study. This nationally
representative study of 873 adult Americans was conducted via a thirty-minute Internet
survey in January 2006.
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Table 2-2 Americans’ beliefs about sources of wealth

Attributed Source of Wealth % of Those Surveyed

Coming from money 85

Hard work/determination 85

Having strong social networks 83

Good business background 82

Skill/expertise in one’s field 82

Being inventive 81

Having a good education 81

Being willing to take chances and risk it all 81

Good luck 79

Being willing to sacrifice principles 62

19 percent of the general population personally know someone of
considerable financial means; 81 percent, on the other hand, have
their perceptions shaped by the media or other means.

Luxury Marketers Also Miss the Mark

When it comes to understanding why today’s wealthy feel so misun-
derstood, perhaps even more telling are the attitudes and opinions
that luxury marketers have toward them. These are people whose
careers are devoted to understanding the wealthy, yet at times their
perceptions are just as inaccurate as those of the average person. In
2005, we sought to better understand these dynamics by partnering
with AgencySacks, a premier luxury advertising firm, to conduct a
study of 130 senior luxury marketing executives, including many
CEOs and Chief Marketing Officers. The executives spanned a
range of industries, including financial services, jewelry, cars, and
travel. Yet these marketing executives were, quite often, off the mark
when asked to describe today’s wealthy individuals.

Table 2-3 shows just how they missed the mark on demograph-
ics—for example, overestimating how many of the wealthy are di-
vorced. These marketers also greatly overestimated the enthusiasm
for home entertaining and conspicuous consumption, while underes-
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Table 2-3 Marketers’ perceptions of the wealthy vs.
self-perceptions*

Marketers’ Wealthy
Guesses Realities

% %

Demographics and Attitudes

Are married 52 83

Are optimistic about the future of America 45 60

Would describe themselves as very happy 75 95

Conspicuous Consumption
Feel that luxury items like expensive watches, 18 48
jewelry, and cars are a waste of money

Want people to know they are wealthy 55 11

Values

Would describe themselves as middle class at heart 68 81

Have compromised their values to make money 65 9

Friends and Family
Believe people want to be friends with them because 73 12
they know they are wealthy

Entertain others in their home a few times a month 76 53
or more often

Are concerned about their children’s work ethic 95 50
because they have always had money

*This table compares results from interviews with 130 senior luxury executives to results from
interviews with 503 wealthy individuals in the Worth-Harrison Taylor ‘‘Study on the Status
of Wealth in America’’ (described fully in the appendix).

timating how happy and optimistic the wealthy are. They didn’t un-
derstand the values and family concerns of the wealthy, either. And
the list goes on.

Certainly one could argue that the wealthy are merely portraying
themselves in a positive light, particularly in terms of the 91 percent
who state that they have not compromised their principles for finan-
cial success. But it is our experience and belief that the statements
by the wealthy about themselves are reasonably accurate. This is not
to say that the wealthy are pure as the driven snow or that they see
themselves as puritans. But it does mean that most wealthy individu-
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als have a core set of values that guide their business efforts, their
family lives, and their interactions with everyone from employees to
customers to financial backers. As one of our respondents put it,
‘‘We succeeded because of our principles, not our plan.’’ Depictions
of these principled, value-driven individuals are often absent from
media portrayals. In short, the wealthy feel misunderstood for a rea-
son: they are, in fact, misunderstood by the layperson, the media,
and the professional marketer.

The Biggest Misconception About the Wealthy

Perhaps the single biggest misconception about the wealthy con-
cerns the source of their wealth. Most people believe that the wealthy
inherited their wealth; as we saw in Table 2-2, 85 percent of Ameri-
cans believe that the wealthy ‘‘come from money.’’ Again, the media
play a key role in maintaining this perception. And again, it is radically,
dramatically wrong. In fact, over 90 percent of the wealthy created
their own wealth, and fewer than 10 percent inherited it.

Recognizing the source of this misperception, and the genesis of
wealth today, are keys to understanding the wealthy and to building
meaningful connections with them. The myth and the reality of
wealth creation requires a historical look at how wealth has, and has
not, been created in America. This is the subject of our next chapter.



C H A P T E R T H R E E

The Wealth of the Nation
Four Waves of American Wealth

‘‘So you think that money is the root of all evil. . . .
have you ever asked what is the root of all money?’’

—Ayn Rand, Atlas Shrugged

IN EVERY ERA, money takes on the flavor of the cultural and economic
Zeitgeist. Money, along with the origins of wealth, comes to reflect
technological advances, social changes, upheavals (good and bad) in
financial markets, and even something as mundane as changes in the
tax code. Our focus here is primarily wealth in America, where, as
shown in Figure 3-1, there have been four great epochs of wealth

Figure 3-1 Four epochs of wealth formation.
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formation: agrarian (1650–1850), industrial (1851–1950), corporate
(1951–1980), and entrepreneurial (1981–present). As it turns out,
the misperceptions of today’s wealthy have their roots in the origins
(and mythology) of the wealth creation of previous waves. Decades-
old stereotypes about the wealthy die hard, and many still reverberate
today.

Agrarian Wealth (1650–1850)

The first era of American wealth accumulation arose with the cre-
ation of the United States, and colonial wealth grew largely out of
agricultural pursuits. Large tracts of land were given by the British
Crown to spur development, reward friends, and encourage western
expansion. The landed gentry of Virginia and the farming culture of
the middle Atlantic colonies-turned-states resulted in the creation
of very large properties whose owners formed most of the original
American wealth aristocracy. During this era, when wealth in
America was characterized by the ownership of land, George Wash-
ington was one of the richest men in America by the time he became
president. His wealth came from several sources, including the
$25,000 a year he earned as president—which in today’s terms is
over $500,000 a year—and the fact that he married well.

But in most respects, Washington’s accumulation of wealth was
fairly typical of the financial elite during his time, and even had a bit
of an entrepreneurial flair. Washington came to own huge tracts of
land in Virginia and the Ohio Valley, in part by taking property in
trade for his services as a surveyor. Like most landowners, he lever-
aged his agrarian resources with slave labor, which reduced the costs
of production of tobacco, cotton, and livestock to levels that gave
price advantages to farmers in the colonies even after offsetting the
costs of shipping finished products to English markets, the only real
market available to the colonists.

On the whole, the life of the wealthy planter was quite comfort-
able, provided one had no guilt about the gross human inequality
and suffering that life was typically built on. Labor—even plantation
management—was handled by ‘‘employees’’—indentured, in slavery,
and under salary. The role of the planter was to hunt, engage in
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social affairs, and participate in the public events of the colonies. As
land was accumulated, power was proportionate to the size of the
estate. While very large estates generated relatively small amounts
of cash, the land produced food, wine, horses, and the necessary
underpinnings of the aristocratic good life.

One of the problems with considering land as a basis of wealth,
however, is that it cannot always easily be converted into cash. Farm-
ers and landholders loathed to sell land, for a variety of reasons; and
perhaps with an asking price of a few cents per acre, it is understand-
able why. But if they mortgaged the land to gain cash, they had to
increase the agricultural yields in order to both pay the bank and
fund their operating and living expenses. Given the rudimentary
farming methods of the time, this put ownership and the accompany-
ing long-term value of property ownership at risk. Wealth in the form
of land-ownership had, in many cases therefore, the potential of cash
but not the reality of cash. As a result, wealth did not move easily or
quickly in this agrarian society, and certainly in cash terms, colonial
fortunes paled in comparison to those of wealthy Europeans. Cer-
tainly there were merchants and other successful entrepreneurs who
were able to create their own wealth, but land was the coin of the
realm, and landed fortunes tended to be relatively modest in size and
stayed in families for generations. Borrowing the European inheri-
tance traditions of primogeniture and entail, colonial wealth was typ-
ically passed to male heirs.

As the 1800s moved toward their midpoint, land remained a key
driver of wealth in America, even as the largely agricultural society
of early America gained an increasingly large urban population. The
populations of Boston, Philadelphia, and New York had essentially
been doubling every twenty years since 1780, and real estate values
in those cities grew considerably as a result. High urban real estate
values, along with proximity to government connections and banking
centers, resulted in a greater concentration of wealth along this
northeastern urban corridor. New wealth generation was modest rel-
ative to inheritance, with over 90 percent of the wealthy in those
three cities having ‘‘rich or eminent parents.’’1

What is particularly remarkable about American wealth in the
early 1800s is that, although most wealth was inherited, the highest-
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profile public icons of wealth were more likely to be self-made. Ste-
phen Girard, for example, was widely considered to be the wealthiest
man in America when he passed away in 1831, leaving an estate of
approximately $6.5 million. For a colonial American success story,
he had a lot against him: French-born, an atheist, short, and with a
deformed and sightless right eye that sometimes left him socially
isolated. He came to the United States as a sailor with little money,
and worked his way up to captain. He went on to invest in ships, and
opened a highly profitable business selling supplies to soldiers during
the American Revolution. He later expanded into real estate and
banking, and almost single-handedly helped finance the govern-
ment’s efforts to fight the War of 1812.

John Jacob Astor had a similar rags-to-riches story. The son of a
German butcher, Astor came to the United States in 1784, where he
began trading with (some say exploiting) Native Americans for furs,
which he then sold in his New York City store. He later expanded
into shipping, but his greatest engine of wealth creation was Manhat-
tan real estate. He eventually sunk virtually all of his assets into
buying parcels that he subdivided and leased, earning him the nick-
name ‘‘Landlord of New York.’’

Both Girard and Astor were immigrants and entrepreneurs. Both
were known for being a bit uncouth, and they were uncomfortable
outsiders to the world of country clubs and elegant dinners that were
less well known to the average American, but that were springing up
in the realm of inherited wealth. It should be pointed out that the
famous ‘‘Mrs. Astor’s 400’’ list of socially prominent New Yorkers
was the 1892 creation of Caroline Webster Schermerhorn Astor, an
aristocrat who married John Jacob Astor’s third son in 1854. John
Jacob Astor, the wealth-creating entrepreneur who beat fur pelts
with his own hands, had passed away in 1848 with a then-astounding
$20 million. During that same year, a political revolution shook
France once again, but a very different kind of revolution was about
to reshape America.

Industrial Wealth (1851–1950)

Does this sound familiar? Sweeping technological changes radically
reshape the business world in just a few years. Entirely new catego-
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ries of business emerge, while others are virtually wiped out. Pre-
viously unthinkable communications technologies allow people to
converse almost instantly across great distances at relatively low
costs. The world seems to shrink. Productivity enhancements allow
one person to do the work that previously required ten persons.
Sound like the Internet boom? It describes the changes of the Indus-
trial Revolution just as well.

Railroads. Steamships and steam locomotives. The telegraph and
the telephone. The internal combustion engine. Electrical power
generation and all it enabled, from the lightbulb to air-conditioning.
Mechanization and mass production. More obscure technological
advances in less glamorous fields, such as metallurgy, chemistry, and
textiles, had far-reaching implications as well. The list goes on. Tech-
nology fundamentally changed how people lived their lives, and not
surprisingly, it also fundamentally changed how wealth was accumu-
lated and distributed. So began the era of the wealthy industrialist
or, less charitably, the robber baron.

Wealth and Democracy author Kevin Phillips convincingly argues
that explosions of wealth in democratic societies tend to occur when
three key factors coincide: technological innovations, financial vehi-
cles facilitating investment (or at least more mobility of money), and
wealth-friendly governmental regulation. All three were in abun-
dance as the era of industrial wealth took hold.

The technological advances we have already seen. How about
the financial innovation? Obviously it ended badly with the stock
market crash of 1929, coming after decades of largely unregulated
financial speculation, but this was an era with some lasting financial
innovations (such as the IPO), which made investing and entrepre-
neurship easier. Wealth-friendly government regulation? Let’s just
say it was the golden era of wealth-friendly government regulation.
Or, perhaps more accurately, there was a complete absence of
wealth-unfriendly regulation.

Indeed, the first half century of the industrial era might best be
thought of as the Wild West of big business. Monopolies emerged in
oil, steel, and other important industries, as virtually any kind of
oligopolistic, and even predatory, business strategy was allowed; in-
deed, monopolies were legal until the passage of the Sherman Anti-
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Trust Act in 1890. Railroads and other aspects of America’s transpor-
tation infrastructure were unregulated until the passage of the
Hepburn Act in 1906. Telephone and telegraph businesses were un-
regulated until the passage of the Mann-Elkins Act in 1910. The
Federal Reserve Board didn’t exist to regulate banking until 1913.
The Federal Trade Commission didn’t exist to prevent unfair busi-
ness practices until 1914.

Want to create and sell potentially poisonous pharmaceuticals?
No problem, as long as you did it before the passage of the Pure
Food and Drug Act of 1906. Want to make a quick profit selling bad
meat? It was easy before the Meat Inspection Act of 1906. Want to
save on manufacturing costs by working children long hours? Go
ahead—the Supreme Court repeatedly struck down child labor laws
as unconstitutional in the early 1900s, and they didn’t make a sig-
nificant comeback until the 1930s. The government’s extreme atti-
tude of laissez-faire not only made it easier for big businesses to get
bigger and snuff out the competition, it also made it easier for those
who ran these monopolies to keep their money. Income tax? The
Supreme Court ruled it unconstitutional in 1895, and it didn’t be-
come a permanent part of the U.S. tax code until the Constitution
was amended in 1913.

The result of these three influences—technology, finance, regu-
lation—led to an unprecedented shift in American wealth. The tran-
sition from the agrarian era to the industrial era had led to a shift in
wealth from the agrarian South to the industrial North, fueling the
tensions that drove the Civil War. On an individual level, money
shifted to an entirely new breed of wealthy individual, and by the
end of the nineteenth century, the largest fortunes were in the range
of $200–300 million—ten times what Astor had accumulated in his
lifetime just a half century earlier. The names of this new elite are
still familiar today: Andrew Carnegie. Henry Ford. J. P. Morgan.
Thomas Edison. Indeed, in the minds of many, these names are
synonymous with wealth today, particularly two of the wealthiest:
John Rockefeller and Cornelius Vanderbilt.

Vanderbilt was from a middle-class family, and he dropped out
of school to start working when he was just eleven years old, later
saying: ‘‘If I had learned education, I would not have had time to
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learn anything else.’’ By sixteen, he had started his own ferry service
between Staten Island and Manhattan, and over time he expanded
to other routes with a fleet of more than a hundred ships. Anticipat-
ing shifts in technology and consumer behavior, Vanderbilt began
pulling money out of his shipping business, and he bought a series
of railroads, merging them into a transportation empire of increasing
scale (his statue still stands in front of New York’s Grand Central
Station). He was known for being ruthless in business, and was
hardly a pushover with his family, either. On his death in 1887, he
left 95 percent of his approximately $100 million fortune to his son
William, who later became known for responding ‘‘The public be
damned’’ to a reporter’s question about whether unprofitable but so-
cially important railroad lines should be kept open. The elder Van-
derbilt’s will effectively disowned his other sons (who sued to contest
the will and lost), and spread the remaining 5 percent around to his
wife, his eight daughters, and a few charities.

John D. Rockefeller rose from modest means to become Ameri-
ca’s first billionaire, and he was equally ruthless in his business deci-
sion making, using his massive wealth and 90 percent market share
in the oil industry to give competitors the choice of being bought
out or being crushed. After two decades of government pursuit of
Rockefeller’s company, the Supreme Court concluded in 1911 that
Standard Oil was an illegal monopoly, and ordered it broken up into
thirty-four separate companies (including companies that later re-
merged into what we know today as ExxonMobil), with Rockefeller
maintaining equity in all of them. Though Rockefeller was widely
hated for many years, his legacy was quite different. By the time of
his death in 1937, his net worth had ‘‘dwindled’’ to less than $30
million, after he had donated hundreds of millions of dollars to chari-
ties.

In 1918, an upstart financial publication known as Forbes pub-
lished a list of the thirty richest Americans, which they would turn
into an annual tradition over sixty years later. Then, Rockefeller was
the sole billionaire. Steel magnate Henry Clay Frick was a distant
second with $225 million, followed closely by Andrew Carnegie and
a host of others who had made their money primarily in oil, railroads,
steel, or banking. William Vanderbilt logged in at number ten, having
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barely been able to add $5 million to the $95 million his father had
left him (Vincent Astor was number thirteen, with $75 million).

In broad terms, Vanderbilt was the richest man of the last half
of the nineteenth century, and Rockefeller was the richest man of
the first half of the twentieth century. It is hard to overstate the
impact of their wealth. Simply adjusting their fortunes for inflation
would place them in the $10–15 billion range today—far below the
fortunes of Bill Gates and Warren Buffett. But if their wealth is
calculated as a percentage of the gross domestic product at the time,
and projected to today, then Rockefeller’s wealth peaked at $305
billion and Vanderbilt’s at $168 billion. (Andrew Carnegie actually
would have placed second by this measure, peaking at $281 billion.)
Buffett, a rich man living in a rich country, comes in a distant fourth
by this metric.2

Perhaps even more important, Vanderbilt, Rockefeller, and the
‘‘lesser’’ names of the industrial era aristocrats served as the first
‘‘market models’’ of the wealthy personality. This is the bedrock basis
for most Americans’ attitudes and expectations of the wealthy. Fash-
ion, tobacco, films, and the emergence of the gossip column in
the Roaring Twenties created a stereotype of a well-educated, well-
cultivated, highly sophisticated wealthy family of dubious morals,
descended from a man of tremendous wealth, with a ruthless busi-
ness ethic and sometimes a passion for philanthropy. This image
would become the icon for any portrayal of people of means, present-
ing an almost un-American image of Victorian manners and noblesse
oblige. Wealth ‘‘ghost towns,’’ like Newport, Rhode Island, stand as
mute testimony to the power and grandeur of those heady, aristo-
cratic days.

They were not only rich, they were powerful. The wealthy owned
the mines, the lumber, and the other sources of raw material. They
owned the factories and the means of production. They owned the
inventions and the patents and the intellectual property. They owned
the railroads, the steamships, and other means of distribution. They
set the prices. They owned the public stock, the private bonds, and
had strong relationships with the merchant bankers who financed it
all. Today we’d call it being ‘‘vertically integrated.’’ Back then it was
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less of an admired business strategy and more a source of populist
resentment—a resentment which still lingers today.

What happened to these name-brand fortunes? They were
passed on to the heirs of these familiar names and distributed
through the many high-profile charitable ventures that also bear their
names. Little wonder that most people today still know these names
and assume that most wealthy people inherited their riches.

As the industrial era wound down and the Great Depression took
hold in the 1930s, attitudes toward the wealthy changed dramati-
cally, and the government finally had the mandate and political will
to begin reshaping the distribution of money in society. Certainly a
change in attitude had been brewing for decades. Starting in 1876,
third-party candidates such as William Jennings Bryan launched a
series of increasingly strong runs for the presidency, largely on plat-
forms of addressing income inequality and protecting the interests of
the urban and rural poor.

These third-party efforts might have helped the poor if they had
succeeded, but their failures had unintended consequences;
throughout the late 1800s, most presidential victors failed to claim a
majority of the popular vote, and the lack of a mandate weakened
the presidency. The Senate came to have relatively greater influence,
but senators at the time were appointed, not elected, and they used
the power vacuum to protect the business interests of the wealthy
industrialists who had an inordinate impact on their getting ap-
pointed in the first place.

Real political change didn’t occur until Theodore Roosevelt as-
sumed the presidency after the assassination of William McKinley
in 1901. Buoyed by muckrakers and other journalists who exposed
the excesses of the era, Roosevelt aggressively challenged the busi-
ness interests of the wealthy industrialists, and he spearheaded the
progressive legislation highlighted earlier in this section that pro-
tected consumers and workers in many respects. But despite these
social changes, legislation that truly addressed income equality didn’t
get passed until Franklin D. Roosevelt’s administration.

The Roaring Twenties saw big tax cuts for the wealthy and eco-
nomic policies (such as corporate dividends paid in stock being non-
taxable) that led to an IPO boom the likes of which would not be
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seen again until the 1990s. The rich got richer. Like today, much of
the middle class aspired to live like the rich, and people took on debt
to start living certain aspects of an upscale lifestyle. And the poor got
poorer; as always, there were different flavors of poverty, from the
inner-city poor, to Dust Bowl farmers, to southern sharecroppers, to
those living in boom-gone-bust railroad towns.

There simply wasn’t the political will to change how money
moved in America until the Great Depression. Franklin Roosevelt’s
rhetoric of redistributing wealth foreshadowed his economic policies:

For ten years we expanded far beyond our natural and normal
growth. . . . Corporate profit was enormous. . . . The con-
sumer was forgotten . . . the worker was forgotten . . . the
stockholder was forgotten. . . . Throughout the nation men
and women, forgotten in the political philosophy of the Gov-
ernment, look to us here for guidance and for more equitable
opportunity to share in the distribution of national wealth.
. . . I pledge myself to a new deal for the American people.
This is more than a political campaign. It is a call to arms.3

In the early 1920s, the top marginal income tax rate had been
lowered from 73 percent to 25 percent, where it remained until
Franklin Roosevelt took office. The rate then increased to 63 percent
in 1932, 79 percent in 1936, and 88 percent in 1942.4 Fundamental
changes in economic policies and social attitudes were under way,
and they would radically reshape the nature of wealth in America,
even though the largest effects weren’t seen until after World War
II.

Corporate Wealth (1951–1980)

The period of 1951 through 1980, which we have labeled the era
of corporate wealth, is first and foremost remarkable for its lack of
tremendous individual wealth creation. Many of Franklin Roosevelt’s
wealth-equalizing New Deal economic policies continued, with the
top tax rate peaking at 91 percent throughout the 1950s, and remain-
ing at 70 percent throughout most of the 1970s. In the meantime,
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lower- and middle-class workers benefited from a variety of eco-
nomic changes. With World War II came full employment, abundant
overtime, and, at least temporarily, a growing number of women in
the workforce. Union membership surged, wages went up, and blue-
collar prosperity took hold, but wartime rationing meant that there
was relatively little to buy, so savings rates reached historical highs.
The middle class swelled while the gap between the rich and poor
narrowed, a pattern that economists Claudia Golden and Robert
Margo called ‘‘the great compression.’’5

Ironically, it was the growing middle class that laid the ground-
work for the new wave of wealth. But this new wave was not concen-
trated in a few individuals; instead, it flowed to the companies that
were able to capitalize on the large, stable, relatively homogeneous
middle class. As Robert Reich points out in his book Supercapitalism,
the dynamics of wealth in this era were characterized by an implicit
cooperation between corporations and employees. Businesses were
highly motivated to ensure that large numbers of Americans could
afford to buy their products; indeed, business success in the 1950s
and 1960s was often predicated on market scale, being able to invest
in technology to mass-produce products and drive the cost-per-item
as low as possible.

Instead of offering the lowest possible wages to maximize short-
term profits, corporations benefited by offering higher wages, which
in turn allowed large numbers of Americans to spend heartily. Cor-
porations and unions increasingly made peace, as both recognized
that labor stoppages threatened this unique balance. Marx’s ideology
of exploitation and class conflict, which seemed at least in part a
somewhat accurate description of the excesses of the industrial era,
could never have envisioned this kind of symbiotic partnership.
When the Senate was in the process of confirming General Motors
president Charles Wilson as secretary of defense in 1953, he fa-
mously said that there could be no conflict of interest because ‘‘what
was good for our country was good for General Motors, and vice
versa.’’ He said it in all earnestness; as the biggest employer in the
nation, GM had a dual interest in maintaining good employee rela-
tions and supporting a robust, financially comfortable middle class
who could buy GM cars.
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To some extent, the counterbalancing effect of large consumer
markets against the unilateral power of the industrialists had started
to emerge several decades earlier, but had been derailed by the Great
Depression. Henry Ford was number eight on Forbes’s 1918 list with
a fortune of $100 million, and his innovations in mass production
are well known. His company produced just over 10,000 cars in
1909, but over 248,000 cars just five years later. Less well known,
but equally important, were his innovations in creating demand and
consumer markets, doing everything from educating consumers
about how these newfangled horseless carriages worked to enabling
easy car loans. Similarly, large consumer markets had started to
emerge for cameras, radios, sewing machines, telephones, and retail
outlets such as Sears. After World War II, these markets exploded.

In the corporate era, bigness ruled. The phrase ‘‘big business’’
came into the lexicon, with largely positive connotations, in 1953
with the publication of the book Big Business: A New Era by former
New Deal administrator David Lilienthal. Although we call this pe-
riod the era of corporate wealth, it could in fact equally be consid-
ered the era of the ‘‘big idea’’—an era in which big ideas conspired
with advertising and distribution to create the contemporary Ameri-
can economy.

In those halcyon days of innovation, dominated by huge corpo-
rate megaliths like Boeing, IBM, U.S. Steel, and General Motors,
bringing a product to market was a huge affair. Entrepreneurial intu-
ition was deemphasized, and market scale had to be proven in vol-
ume before a product could be developed. Indeed, capital investing
was often focused on projects of such massive scale that size alone
created barriers to competition, as in computing, aircraft, nuclear
weapons, pharmaceutical sciences, agribusiness, machine tools, au-
tomobiles, trucking, and a host of other growth categories during this
era.

And perhaps most of all, markets had to be big. This era was
characterized by the expansion of nearly every category of human
consumption, from laundry detergent to radar systems. The compa-
nies that were successful were those with marketers who learned
how to create demand where there had been none, and how to chan-
nel demand from one marketplace option to another. In a very real
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sense, the new technologies that defined business success in the
1950s and 1960s were not just physics and chemistry, but also psy-
chology and the study of human behavior. It was the heyday of Madi-
son Avenue, illustrated in today’s popular television show Mad Men,
where advertisers shape behavior with their understanding of con-
sumer needs and insecurities. Some considered it overly manipula-
tive, as highlighted in popular books such as Vance Packard’s The
Hidden Persuaders.

Equally psychological was the growing focus on branding, and
the recognition that brand choices were often not the perfectly ratio-
nal decisions posited by economists. In consumer packaged goods,
for example, companies like General Mills, Procter & Gamble, and
Clorox created new categories, created demand, created brands that
have been household names for decades, and managed it all with a
scientific precision overseen by seasoned corporate managers. IBM
leveraged the same powerful combination. A pioneer of systematic
corporate management, its most powerful innovations—the iconic
salesman in the blue suit and the implicit message that ‘‘Nobody ever
got fired for buying IBM’’—were more about shaping psychological
perceptions than technological offerings.

As wealth shifted to corporations, new wealth among individuals
fell largely to those running the corporations. Although the personal
fortunes of the wealthy industrialists passed to their families, in
many cases their businesses did not. Their corporations, and others
that grew to ascendancy during the mid-twentieth century, came to
be guided by a new class of professional corporate management,
whose wealth derived in part from stock options. As capital gains
were taxed at 25 percent, compared to individual income tax rates
that topped out at 91 percent, corporations held back their wealth,
making stock options a more attractive form of compensation.

A new meritocracy emerged, as corporations began placing sub-
stantially greater emphasis on loyalty and ability rather than blood-
lines. To be sure, the Watson family was building IBM into a
powerhouse in the computer industry, but the key decisions in mar-
keting, product development, and management were being made by
the new ‘‘hired guns’’ from America’s premier law schools and busi-
ness colleges. New skills came to be valued: analytic savvy, extreme
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forms of business literacy, a capacity for teamwork, the ability to
‘‘manage up,’’ and a special facility for sales.

Still, the meritocracy had limits. The postwar availability of a
college education, thanks to Uncle Sam’s G.I. Bill, opened up oppor-
tunities for many, but selection for a fast-track executive career often
still depended in part on where you were from and whom you
knew—and of course, the assumption that you were a white male.
Wealth acquisition in the corporate environment of gray flannel suits
depended on a no-nonsense loyalty to a corporate game plan, a will-
ingness to invest personal ambitions in the success of the whole
business, and a philosophy of working the system to one’s advantage.
Although first published in 1937, the business success manual of the
era was Dale Carnegie’s How to Win Friends and Influence People.
When a colleague once told Dale Carnegie that the secret to success
was hard work, Carnegie’s retort was, ‘‘You’ve got to be kidding.’’

As these businesses grew large, a wealthy ‘‘trickle-down’’ aristoc-
racy also took form. Professional corporate managers drove deals,
business design, profits, and success. Essentially untethered from
the industrial families that created American monolithic corpora-
tions, the new management class expected exceptional returns from
their service providers such as bankers, lawyers, accountants, and
business managers. Suburban new-echelon wealth communities
grew up in nearly every city in America. These suburbs, the focus of
hip criticism in the 1960s, provided a comfortable spawning ground
for another aristocracy, one heavily indebted to values of loyalty, edu-
cation, relationships, and business competence.

While corporate executives and the new management class that
served them were the individual beneficiaries of growing corporate
wealth, the magnitude of the wealth they accumulated paled in com-
parison to that of the industrial era. The richest Americans of the
mid-twentieth century were not the new corporate titans but, rather,
the inheritors of industrial wealth. This remained true even through-
out the 1970s and into the 1980s. When Forbes introduced their list
of the 400 wealthiest Americans as an annual feature in 1982, the
list contained twenty-four Du Pont heirs, fourteen Rockefellers, and
six Mellons. There were some new names, but they were largely
variations on familiar themes. New oil fields created wealth for the
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likes of H. L. Hunt and J. Paul Getty, who would in turn create new
lines of family wealth.

But the list was about to undergo a seismic change. Within
twenty-five years, there would be one Rockefeller, one Mellon, and
no Du Ponts on the list. In 1982, twelve ‘‘old money’’ families ac-
counted for over 20 percent of the list’s total net worth. In 2006,
they accounted for less than 2 percent.6 Don’t feel too bad for
them—they aren’t poor, and the net worth of each family is still in
the billions. But their wealth has been dispersed through five or six
generations, and even strong investment returns aren’t able to keep
up with expanding family trees. The story is often told of one Rocke-
feller heir who turned twenty-one and was disappointed to learn that
his inheritance was only $2 million. But even taking these families
as a whole, their collective worth has been far surpassed by that of
the entrepreneurial wealthy.

As with the industrial era, the wealth dynamics of the corporate
era have left their marks on today’s public psyche. Set aside, for the
moment, the public perception that most wealth is inherited. What
do most people think about the ‘‘rest’’ of the wealthy? They think of
white male corporate executives and professionals. They think of
slow accumulation of wealth over the course of a career, of Ivy
League educations, of elitist attitudes. They think of working the
system. It’s about ‘‘who you know.’’ Connections, country clubs, and
deals sealed on the golf course. Perhaps a bit manipulative, and more
concerned about what they can get people to do, rather than what
people actually need. These are all part of the modern stereotype of
today’s wealthy, and they are all dramatically wrong. These percep-
tions stem from the industrial and corporate eras—and today’s
wealthy emerged during the entrepreneurial era.

Entrepreneurial Wealth (1981–present)

While big companies got bigger, and their senior managers got
wealthier, a variety of factors conspired to reshape the economy, and
the nature of wealth itself. The corporate appetite for scale left a lot
of good ideas on the table—ideas that could be developed to meet
niche markets at low cost and with high dividends for the developer.
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In addition, globalism and multinational corporations emerged as po-
tent business forces, rattling the symbiotic relationship between
companies and employees.

The 1950s and 1960s were largely a time of American companies
making products for American consumers. But as the 1970s dawned,
foreign companies had finally rebounded from World War II, and
they broke forcefully into American markets, while at the same time
American companies began looking abroad for more growth opportu-
nities. American automotive companies were shaken by more effi-
cient and innovative imports from Japan, and the federal government
increasingly had to intervene to save struggling American companies
such as Chrysler.

Union memberships declined, layoffs were widespread, and the
notion of lifelong employment with one company gave way to a pe-
riod of American workers feeling threatened and disempowered.
(Two decades later, a new symbiotic paradigm of the ‘‘free agent
workplace’’ would emerge, offering workers an occasionally stressful
balance of less security for more opportunity.) This transitional pe-
riod of the 1970s was a difficult one in America, with questions
about American economic supremacy and viability, culminating in
President Jimmy Carter’s reluctant admission that we were living in
a ‘‘malaise.’’ But as always, there was opportunity in chaos, and a new
economic paradigm was about to emerge. With it would come the
supernova of wealth we see today.

Again, trends in technology, finances, and regulation tell the tale.
The technology elements are well known: the Internet has changed
everything, leveling playing fields, lowering the cost of entry, and
opening up global opportunities for start-ups and corporate behe-
moths, alike. Massive government investment in basic research dur-
ing the Cold War and space race paid dividends with innovations in
computer science, wireless phones, pharmaceuticals, biotechnology,
and other fields, reshaping entire industries and minting new multi-
millionaires.

Less well known, but with almost an equal impact, have been
changes in the financial markets and government regulation. Set
aside your political preconceptions: Much of it started with the
‘‘Reagan Revolution.’’ On August 23, 1981, the Reagan administra-
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tion changed the American tax code in a way that fostered capital
markets. Essentially, the top tax rate for unearned income (passive
income from investments) was reduced from a little over 70 percent
to either the top tax rate for earned income if the investor is a ‘‘part-
ner’’ in a company, or to the top tax rate for capital gains if the
investor is ‘‘passive’’—that is, plays no management role in a com-
pany.

These changes, seemingly obscure, shifted the risks of investing.
Losses were now completely deductible and could be carried forward
to a more advantageous tax year. Since the losses were deductible,
the government paid a significant portion of the risk while reducing
the tax burden of the gains. For the savvy investor, this was quite a
deal. Return on investments became as personally profitable as the
return on the energy it takes to go to work. Meanwhile, capital gains
taxes were further reduced to 19 percent, making it possible for an
investor to gain a substantial tax break from the sale of assets while
the investments remained fully deductible from income. These two
tweaks made it possible for capitalists to invest in untested ideas.
The entrepreneurial revolution was on.

The scope and magnitude of the revolution spawned by the in-
vestment in entrepreneurship are unimaginably broad. Reduced risk
led to the formation of a gigantic venture capital pool. It inspired the
creation of entirely new categories of technology, software, real es-
tate investment, health care, pharmaceuticals, biotechnology, enter-
tainment, communication, retail, and public information. It made it
possible to take a great idea and build a business on an extension of
that idea. It created jobs, communities, and a new generation of
wealth in America. And it provided the potential to revolutionize the
lives of the children of the postwar middle class through expanded
entrepreneurial opportunities. Consider the numbers. In 1976, the
total pool of venture capital—that is, capital put at risk for an idea
with no historically reliable history of success—was approximately
$49 million.7 In 2007, venture funds pumped $30 billion into the
conversion of new ideas into wealth, and the vast majority of new
wealth has been created in this ‘‘idea rush.’’8

The business world, and the economy in general, have been
turned upside down. Since 1980, the economy (in real terms) has
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doubled in size. Per worker productivity has also doubled. The total
wealth in America has tripled. And 70 percent of the 1980 Fortune
500 has disappeared (in 1980, Microsoft was tiny and U.S. Steel was
king). We saw earlier the explosion of the individual wealth this new
era has created. The fact is that 90 percent of the wealth in America
today has been generated since 1980, and more than 70 percent has
been generated since 1995.

By the early 1990s, the Forbes 400 list began to change apprecia-
bly. Yes, names like Rockefeller, Du Pont, and Mellon remained in
the top ten. But Wal-Mart founder Sam Walton and his heirs took
over the top spot at $25 billion, compared to the $10 billion it took
for the Du Pont family to top the list just ten years earlier. Mean-
while, Bill Gates and Warren Buffett climbed into the top ten with
relatively ‘‘modest’’ fortunes in the $4–6 billion range. Gates would
take over the top spot in 1996, and he remained there until 2008,
when Buffett surpassed him.

Since 1980, virtually every category of human endeavor has been
transformed, and power has passed from the bankers and the cadres
of the corporate executives to the people who conceived and exe-
cuted on the ideas. Wealth is now just as likely to come from big
ideas, and extensions of big ideas, crafted in an environment driven
by individuals, divorced from the bluster, staffing, and immense cost
structure of corporate existence. Whether it was Steve Jobs building
small computers in his parents’ garage or Bill Gates writing an operat-
ing system on punched tape, innovative young people began to create
enterprises from scratch. From the early 1980s, the rise of the new
entrepreneur, associated venture capital markets, and novel distribu-
tion channels remade the industrial and business landscape of
America. And the age of entrepreneurial wealth was on.

Consider the story of two young engineers, a story that trans-
formed the nation’s view of innovation, personal risk, and capital
formation. David Packard and William Hewlett garnered a contract
from Disney to build the sound oscillators needed to create sound
effects for Disney cartoons and films. They were so clever at creating
innovation on demand that their expertise in innovation as a process
soon became their point of business distinction. Instead of being
rewarded for stability, these two entrepreneurs were rewarded for
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‘‘nonstandards’’ of production. Their business grew because of its
capacity to respond, adapt, and tailor new solutions to old problems.

Simultaneously, Shockley Labs and the engineers at Stanford
University invented the transistor and began to spin out devices that
put it to use. Stanford began converting the property it owned to
become incubator buildings, and innovators found an invention-
friendly environment. This emerging radical business movement
found an alternative corporate model that gave birth to the realization
that a great idea (given marketing, manufacturing, and unique intel-
lectual property) could readily receive funding from start-up promot-
ers and business.

Examine the list of successful, relatively new companies with
similar stories: Google, Dell, Genentech, World Wrestling Entertain-
ment, Whole Foods, Eclipse Aviation, eBay, Microsoft, Yahoo, the
University of Phoenix, Humana, Progressive Insurance, WAMU,
Adobe, Space Ventures, Aman Hotels, Calloway Golf, DreamWorks,
and hundreds of other successful ventures have followed this model.
And at the core of every idea, of every successful venture—of every
failure, too—lies a single individual with the guts to project him or
herself onto risky turf, and to inspire the confidence of people, cus-
tomers, and investors before the idea had succeeded in the market-
place.

They are the new elite: entrepreneurs with middle-class back-
grounds who worked hard for years before achieving sudden wealth,
often via initial public offerings (IPOs) or selling their companies.
These self-made men and women have little in common with the
wealthy from previous eras, and little in common with the stereo-
types born of those eras. It is to understanding the new elite that we
now turn.
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C H A P T E R F O U R

There’s a New Sheriff in Town
The Triumph of the Middle Class

‘‘Though i am grateful for the blessings of wealth, it

hasn’t changed who i am. my feet are still on the ground.
I’m just wearing better shoes.’’

—Oprah Winfrey

CONTRARY TO POPULAR belief, most of the wealthy in America today
did not inherit their wealth. In fact, they are undeniable proof that
the American dream of unrestricted social mobility in a single life-
time is alive and well. Indeed, we called this epoch the ‘‘entrepre-
neurial era’’ for good reason. When we asked the wealthy to describe
the sources of their wealth, approximately one-third comes from
businesses they personally started (see Table 4-1). Another one-third
of the money came from having worked on the ‘‘front lines’’ of some-
one else’s business. Typically this means they were there from day
one, taking little or no salary in exchange for sweat equity in the
company, or joining the company while it was still in an early stage.

Obviously, founding the company is more financially rewarding
(assuming, of course, that the business takes off). Among the wealth-
iest segment—those with over $500,000 in annual discretionary in-
come—35 percent of their money is attributable to companies they
founded. Among the ‘‘minimally wealthy’’—those with $125,000 to

41



42 The New Elite

Table 4-1 Today’s sources of wealth (% of assets
from each source)

Discretionary income

Sources of wealth Total $125K–$249K $250K–$499K $500K�

Own business 29 19 31 35

Someone else’s business 36 50 33 28

Financial investments 16 14 18 17

Real estate 13 13 13 13

Inheritance 4 3 4 4

Other 2 2 2 2

$249,000—fully half of their money came from working in a busi-
ness that someone else founded.

Of course, there are other sources of wealth as well. The wealthy
attribute over one-fourth of their assets to savvy investing, either in
financial markets or in real estate. But for the most part, these types
of investments help grow existing wealth rather than create it. Only
3 percent say that over half of their assets came from real estate
investments, and a similar number point to financial investments as
the majority source of their wealth. And despite the preconceptions
of most people, fewer than 5 percent inherited their wealth. The 2
percent who created their wealth by ‘‘other’’ means includes addi-
tional high-profile but low-incidence groups that disproportionately
shape public opinion about the wealthy, including lottery winners
and celebrities who created their wealth from movies, television, and
music.

The bottom line is that savings and frugality are great strategies
for the average person wishing to achieve financial comfort. But true
wealth in today’s society almost always comes from entrepreneurial
pursuits. One of our respondents summed it up well:

I think the only way to build wealth is to build equity in
something you have part of. I don’t think you can work in
corporate jobs—the average person will have a great deal of
difficulty ever working for a salary and accumulating any
wealth. You can do that by investing, investing, and invest-
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ing—in yourself and your own projects, building your equity,
and then ultimately getting liquidity from that by either sell-
ing it or gaining liquidity from your assets.

Just as the entrepreneurship element of the American Dream is
thriving, so too is the notion that anyone can achieve wealth regard-
less of his or her starting point in the social hierarchy, as shown in
Figure 4-1. Among today’s wealthy, only 1 percent grew up in a gated
community, and fewer than 10 percent describe their parents as
being affluent or wealthy. Instead, nearly half had a typical suburban
upbringing, and significant numbers hailed from big cities and from
rural areas. Almost 90 percent grew up in middle-class households,
and nearly one in ten had personal stories of rising from poverty to
true riches.

In our interviews, some fondly recalled growing up in homes
where the front door was never locked, and where kids could safely
play in the neighborhood without parental supervision. A typical
story goes, ‘‘I lived on Elm Street, USA. . . . [Years later] I went back

Figure 4-1 Humble beginnings of the wealthy (% of those surveyed).
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there, and it was like, ooh, the house wasn’t as big as I thought, and,
ooh, those trees just weren’t as large as I thought they were. But, in
my mind, they were huge and it was great, and the yard just went
forever.’’

They had paper routes and worked the concession stands at ball
games. We asked what they wanted to be when they grew up, and
we got the classic litany of middle-American childhood dreams:
firefighter, police officer, doctor, cowboy, actor, quarterback for the
Minnesota Vikings, pitcher for the New York Yankees, and so on.
Few had dreams of fabulous wealth, although they were ambitious
in other ways. For example, one aspired to a career in science like
his father, telling us, ‘‘I thought I could solve a few minor problems
like fusion energy and unified field theory.’’

When we asked how different, or how closely, their life today
matched what they imagined it would be, most told us it was 180
degrees from their expectations: ‘‘Nowhere near it. I never had that
distance. I never thought that far away. I never went to unreachable
stars.’’ Even those who aspired to be lawyers and became lawyers,
for example, say their lives didn’t turn out the way they expected.
Entrepreneurship by and large simply wasn’t on the cultural radar
screen.

The Middle-Class Mind-Set and the Entrepreneurial
Path to ‘‘Success’’

The implications of rising from middle-class backgrounds to wealth
through entrepreneurship are profound. This obviously helps explain
why today’s wealthy feel misunderstood, given public perceptions
about who is wealthy and how they got that way. But their middle-
class origins also give us tremendous insight into every aspect of their
lives, from how they think about themselves to the lifestyles they
choose, from their hopes and dreams for their children to the strate-
gies that marketers must adopt to build meaningful connections with
them.

The middle-class mind-set, for example, is reflected in the hu-
mility with which they talk about their success. Indeed, we started
many of our interviews by asking if they considered themselves to be
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successful. A few definitively said yes, but most hedged; and it was
clear that the majority simply didn’t resonate to the word success.
Consider these remarkably humble, and occasionally evasive re-
sponses, to the question, ‘‘Do you consider yourself a success?’’:

• ‘‘I wouldn’t really use that word to describe myself.’’

• ‘‘I’ve done some successful things.’’

• ‘‘Sort of, I accomplished what I set out to do, I guess, you
know? And so lucky.’’

• ‘‘Sort of . . .’’

• ‘‘Well, I have probably done okay.’’

• ‘‘No. [laughter] I mean, kind of, but. . . . When you look at all
the other people that have done big things, like cancer re-
search or AIDS or, you know, really starting new industries—
that, to me, is successful. You know, billion-dollar level impact
or healthcare impact. I’d say I’m doing okay.’’

• ‘‘I’m financially successful. I mean, I’ve made more money
than I thought I ever might. I have a better family than I ever
imagined I’d have. There are some things, personally, I’d like
to do differently, that I’m a little hard on myself about. But
overall, I’d say that by the normal measurements of a success-
ful person—but there are things that I wish I had done differ-
ent, or things that I wish I was doing different, today.’’

• ‘‘I mean, in my mind, [success is] a very personal thing. I feel
good about what I’ve been able to do, and contribute to the
society, but I don’t know whether I’ll call myself successful. I
never feel successful. You know? I feel good about what I can
make a difference in the world. And I never—I don’t think I’ve
ever felt successful.’’

Many would even go on to list remarkable accomplishments, but
then conclude by saying that they don’t really consider those things
as making them successful. Others would question their qualifica-
tions for inclusion in our research, telling us, ‘‘I’m not in the top one
percent, whatever that is.’’ (In fact, they were.)
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This humility is not false modesty. It is the combined result of a
middle-class upbringing that values modesty while disdaining exces-
sive wealth, and the fact that they largely never set out to be rich or
successful. They simply pursued their passions and worked hard. In
our interviews, we probed and prodded, giving them ‘‘an out’’ and
license to brag a bit by acknowledging, ‘‘People are sometimes reluc-
tant or hesitant to talk their special gifts.’’ One particularly insightful
respondent chose to talk about her father, an accomplished man in
his own right, and took issue with the language we used:

No, you’ve got the wrong words. They are not ‘‘reluctant,’’
they are not ‘‘hesitant to say’’—they don’t believe, they really
truly don’t believe. My father absolutely didn’t understand
what made him so great a man and that’s part of the reason
he was a great man—because he didn’t believe it, he didn’t
see it. He knew who he was, he knew he was bright and
good and competent and all that, and he would often assume
that other people operated the way he did and was occasion-
ally disappointed.

The men and women who have built America’s technology, soft-
ware, manufacturing, and services businesses learned their values in
middle-class households. Typical of middle-class upbringings in the
1950s, 1960s, and 1970s, their childhoods were infused with the
virtue of work, competitive play, school, respect for adults, modesty,
independence, and self-determination. These values were prominent
when we asked them to set aside any objections they may have to
the word success, and asked them for the reasons underlying their
achievements. Topping the list were middle-class values and the
mainstays of entrepreneurial success: hard work, perseverance, treat-
ing other people well, and a little luck. They downplayed any extraor-
dinary intelligence, opportunism, networking, or education (see
Table 4-2). It also becomes clear why the common perception,
among laypeople and marketers, about the dubious ethical nature of
wealthy people seems so unfair to them. It’s more than just a bad
rap; it’s a perception that is fundamentally incompatible with their
self-concepts and lifelong values.
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Table 4-2 Determination � integrity (� a little luck)
� getting there

Wealthy

Keys to Success in Business

Hard work 32%

Perseverance/dedication 31

Integrity/treating people well 21

Luck 15

Good education 8

Strong social networks 8

Intelligence 5

Drive/ambition 4

Experience 4

Having a plan 3

Common Sense 2

As we have seen, today’s wealthy extol the virtues of hard work
and dedication, of persistence and of not accepting defeat. Many
told tales of seventy- or eighty-hour-plus workweeks. One described
returning to work within a few days of having a heart attack. One
of our interviews involved a husband-and-wife team who owned a
profitable business, and whose definition of ‘‘working half-days’’
meant working twelve hours a day:

Husband: I think a lot of people have a lot more casual and free
time than we do. We pretty much work ‘‘half-days,’’ twelve hours
a day minimum. And about eight days a week. We hardly ever
do the ‘trip to Bermuda’ or . . . I think we went to Mexico once
for three days, three years ago.

Wife: And we slept for the first part of it. And then we talked
business for the rest of it because we were so refreshed, we had
all these ideas.

It is telling that when we asked our respondents for their single
favorite word, the responses ran the gamut, including yes, glorious,
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savvy, significant, empowering, and a few we can’t print here. But
when we asked for their least favorite word, far and away the most
common response was no, followed by can’t and failure. One de-
scribed his strongest trait this way: ‘‘I rarely take no for an answer
because no is the easy way out. Yes is a little bit harder. And I think
you can always turn a no into a positive.’’

Psychological research has shown that hard work and persistence
after setbacks are typically found with a constellation of other psy-
chological characteristics, all of which are prevalent among our
wealthy respondents:

• Optimism. Optimistic people expect positive outcomes and
continue to put forth considerable effort, even when initial re-
sults are somewhat disappointing. Optimism has been shown to
be such a powerful predictor of sales success, for example, that
some companies hire only salespeople who score above a certain
threshold on tests of optimism.1

Nearly 80 percent of the wealthy describe themselves as ex-
tremely or very optimistic about their futures, with virtually all of
the rest describing themselves as somewhat optimistic (the main
barriers to personal optimism were concerns about their health
or their kids). One put it this way, describing the key to his
success as ‘‘Attitude. Taking everything as being good rather than
being bad. I’ve always been . . . happy and optimistic.’’

• A Problem-Solving Approach. Successful entrepreneurs have
been shown to characteristically respond to challenges with
problem-solving approaches rather than emotional reactions.2

The result is less stress and more action. ‘‘I’m a solution-oriented
person. You give me a problem and I’ll tell you how the definition
of the solution is contained in the definition of the problem.
Then we’ll go figure out how to solve it because there’s no sense
living with a problem. What good does it do to worry about
things? Worry doesn’t accomplish anything, action does.’’

• A Learning Orientation. Success comes in part from minimiz-
ing the inefficiencies of trial-and-error, both through learning



There’s a New Sheriff in Town 49

from others and from learning from their own experiences of
success and failure. ‘‘[Success comes from] understanding the
good results and the poor results, and the terrible results. Many
times . . . you take your successes and you don’t look at them,
and you dwell on the mistakes. But the better you are able to
understand the underlying cause for your success, the more you
can latch onto repeatable activities and continue them. So, I
think a successful person . . . needs to analyze, every once in
a while, both the drivers of success, as well as the drivers for
errors.’’

• Passion. At their core, today’s financial elite view themselves
less as ‘‘wealthy’’ or ‘‘successful’’ and more as people who have
worked hard to pursue a passion. They talk at length about the
importance of loving their work, about setting personally mean-
ingful goals, and ‘‘liking what you do and doing what you like.’’

‘‘I’m very passionate about putting forth the best for other
people. Other people’s happiness is as important to me as my
own. And when they come to my business, my winery, and they
tell me they had just the greatest time—that is the biggest moti-
vator to me. To continue to put forth the effort to make people
come out and go ‘Wow!’—that’s motivating to me. I’m very pas-
sionate about that. . . . If I sell crap wine . . . I could be success-
ful and make a lot of money if that’s success to you. But, when
you make a product from start to finish and grow it and make it
and mold it and massage it and kiss it, just do everything you do
from start to finish . . . you’re giving it your all.’’

• Confidence. Many of our respondents described themselves
with terms such as confident, emotionally strong, or willful. In-
deed, 84 percent agree with the statement ‘‘I am very good at
most everything I do.’’ A few acknowledged that others might
consider them arrogant or cocky, and we shall see, the confi-
dence that so often serves them well can lead to trouble when
they bring too much of a ‘‘do-it-yourself’’ attitude to complex
financial or legal matters.

Regardless, it is clear that confidence and the risk-taking
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often associated with it are virtually prerequisites for successful
entrepreneurial ventures. It requires an openness to ‘‘an alterna-
tive career path, . . . willingness to take a risk, willingness to
differentiate oneself, willingness to go out on a limb.’’ Although
entrepreneurial risk-taking is often analytical and calculated, at
some point, one needs to be ‘‘willing to bet it all and sleep in the
hole.’’

Beyond determination and its associated cluster of psychological
traits, the wealthy attribute much of their success to quality social
relationships, and the integrity needed to build and maintain those
relationships. Many of the traits the wealthy use to describe them-
selves reflect both these pro-social values and the implications of
them: loyal, responsible, caring, friendly, communicative, empowering,
good-humored, a good listener, fair, respectful.

Successful entrepreneurs start with a sincere concern for others,
and at the risk of using a cliché, they create win-win situations. They
share the risks and rewards of their ventures. They are extremely
thoughtful about who they hire and how they manage. They often
instill a corporate philosophy of putting employees first, with the
belief that satisfied employees will then work harder, be more loyal,
and extend that sincere concern to clients and customers.

‘‘You’ve got to like people, and you’ve got to be interested in
them. I made a habit of trying to get to know everybody’s
names. And as I passed some new young person, I’d say, ‘Hi,
Joe.’ And they’d feel, ‘I’ve been discovered.’ They appreciate
that. You’ve got to take care of your people. You’ve got to be
fair with them. [He went on to describe the original founder
of the company.] When the company was very small, before
they had HR and Employee Assistance Programs, everyone
said, ‘If you had a problem, the founder was interested.’ If
you needed a house, he’d go out and help you find one, and
help you with the rent, maybe. If you had a sick child, well,
he was there to help pay the hospital bills, and so on and so
forth. And he really cared. You’ve got to care for them.’’
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‘‘We surround ourselves with people that are at the same
caliber but their position is different. There is no sense in
having six quarterbacks on the team. So, let’s get the best
lineman.’’

‘‘I tell people what I think and I don’t pull punches. I don’t
go back on my word. I deliver what I say I’m going to or I
acknowledge that I was unable to. . . .’’

‘‘If you’re frivolous with people, you’re going to dry up pretty
damned quickly, no matter how much money you have. Or
you’ll be really, really lonely.’’

‘‘We always would say ‘our own people.’ Because if we take
care of our own people, they’ll take care of our clients.’’

‘‘Getting everybody kind of pulling in the same direction.
Team management, motivation, hiring . . . trying to get peo-
ple that are highly motivated and interested in the chase.’’

Luck as Necessary but Not Sufficient for Wealth

The wealthy also attribute much of their success to luck. This might
seem an odd conclusion for self-made individuals to reach, par-
ticularly given the obvious importance they place on hard work and
determination. But successful entrepreneurs recognize that unpre-
dictable factors play a role in the success or failure of their endeav-
ors: a chance meeting that evolves into a crucial client relationship,
a misstep by a competitor, a technological breakthrough that would
have radically different impacts if it occurred six weeks later, or six
weeks earlier.

Often, they learn the importance of luck firsthand when they
try to repeat initial successes. Consider the story of one successful
entrepreneur, who was the son of refugees who lost their homes
during the India-Pakistan partition of 1947. After college in the
United States, he went to work for a large aerospace company as an
engineer. A few years after climbing up the corporate ladder, he was
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asked to head a task force bidding on a multibillion dollar govern-
ment contract. He and his team burned the midnight oil for months,
and submitted what would eventually become the winning bid. What
was the reward for his exhausting role in boosting company revenue
by several billion? He and each member of his team got a plaque and
a check for $250.

The team members looked at one another, and concluded they
needed to chart a different path in life. They started their own com-
pany, quietly renting an office next to their current employer, and
they operated in stealth mode while maintaining their day jobs. They
developed new technologies for Internet routers and servers, and
their timing couldn’t have been better—it was the early 1990s, the
Internet was just taking off, and soon their growing business allowed
them to leave the security of their day jobs. Within a few years, they
were able to sell the company to a large technology provider for over
$70 million, mostly in stock options that proceeded to multiply in
value many times over the ensuing years.

For a time, the team members each went their separate ways,
enjoying their wealth and pursuing new passions. Some got married.
One became a professional gambler and a minor celebrity as a poker
analyst on television. But within a few years, they got bored and
decided to regroup for another shot at entrepreneurial success. This
time, they were seasoned, they had more money to work with, could
hire bigger teams, and had even better ideas for new products and
services. The market for back-end Internet equipment and services
couldn’t have been hotter when the new company launched in 2000,
but within a year the ‘‘perfect storm’’ of devastating business condi-
tions had taken hold.

The company limped along for a few more years before they were
forced to sell their new technology for virtually nothing. Personally
they remained wealthy, but they lost virtually everything they had
invested in the new venture. Call it luck, timing, chance—the label
doesn’t matter. The same team, the same hard work, and the same
risk-taking that created so much wealth from their first venture were
clearly necessary, but not sufficient, conditions for success. Factors
outside of their control ultimately determined success or failure.

In recent years, there has been a growing scientific interest in
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the concept of luck, spearheaded by Dr. Richard Wiseman, a psy-
chologist at the University of Hertfordshire.3 Dr. Wiseman has re-
cruited hundreds of participants for his research, and they are bound
by the commonality that all feel luck has played an important role
in their lives. Some consider themselves particularly lucky, whereas
others consider themselves particularly unlucky, and those two
groups exhibit a consistent pattern of differences.

Lucky people exhibit a characteristic open-mindedness, allow-
ing them to spot opportunities in otherwise chance occurrences.
They introduce variety and change into their lives, bringing them in
contact with new environments, new people, and new sources of
information. They exhibit a stronger sense of creativity. They take
chances, and listen to their intuition. They rebound from setbacks,
imaging how things might go differently in the future ‘‘with just a bit
more luck.’’

Considering oneself to be lucky, in other words, correlates with
optimism, risk-taking, confidence, an action-orientation, and many
of the other characteristics of the wealthy we have already described.
Unlucky people, in contrast, have been shown to be more tense and
anxious, creating a broader sense of passivity and risk-aversion, less-
ening their opportunities to expose themselves to new situations that
might give rise to positive interactions or outcomes. As it turns out,
Louis Pasteur was right when he said, ‘‘Chance favors only the mind
that is prepared,’’ as was F. L. Emerson when he said, ‘‘I’m a great
believer in luck. The harder I work, the more of it I seem to have.’’
The wealthy are luckier, but for the most part, they have created
their own luck and they work to increase the number of opportunities
they have to benefit from good luck.

The Challenges of the Entrepreneurial Life

The entrepreneurial path, like all life choices, is fraught with trade-
offs. It can be personally and financially fulfilling. (Entrepreneurial
efforts can also be financially ruinous when they are unsuccessful,
as the wealthy know firsthand—over one-fourth have almost ‘‘lost
it all’’ financially at some point in their lives.) When a company is
successful, the entrepreneurial lifestyle can be all-consuming, and it
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frequently involves a blurring of personal and professional, of home
and business. When we asked about the keys to their personal suc-
cess compared to their business success compared to their family
success, they often found themselves offering the same answers.
One woman told us that her business success was due to ‘‘hard
work,’’ and when asked what enabled her family success, she said
with a laugh, ‘‘harder work.’’ But at a more fundamental level, they
do not make distinctions among their business, family, and personal
lives.

‘‘The key to success in life? [laughter] A happy family life, a
positive business life, and being able in your business to pro-
vide a service or product for your customers. And then being
happy with the service that you provide for them.’’

‘‘How would I define success? I’m doing what I want to do
in life. It’s not monetary. It’s not family. It’s not work. It’s all
of the above.’’

‘‘[Success in our family life is about] sharing passion. Cer-
tainly, that’s a big thing for us. Because we are both so com-
mitted to [our business], it would be very separating if only
one of us was involved in that.’’

Family is vitally important to the wealthy, and although money
may create more time to spend with family after they cash out, the
wealthy struggle with issues of balance much like their middle-class
brethren. Nearly 90 percent are married or living with a partner, and
60 percent remain married to their first spouse. Only 10 percent
have a prenuptial agreement. Three-fourths are parents, and about
half have a child under eighteen, a figure that is rising as the average
age of the wealthy falls. Although they consistently cite family as the
most rewarding aspect of their life, they admit that they split their
time equally between family and work (see Table 4-3). And although
they have arrived at a comfortable station, the life of the rising entre-
preneur and CEO is not an easy one—it takes long hours and consis-
tent sacrifices. Forty-three percent of the wealthy agree that ‘‘my
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Table 4-3 Top 3 activit ies of the wealthy

Rewarding Aspects of Life* Areas Focus Time On*

Family/spouse 47 Family 57

Children/grandchildren 30 Work 54

Work 13 Leisure (non-travel) 39

*Percent of respondents citing each activity as rewarding or as a focus of considerable time
in response to open-ended questions.

dedication to business pursuits has come at the expense of my family
life,’’ in contrast to just 28 percent of those with income of $75,000
or more.

My New Year’s resolution was to play golf more. I have yet
to play. I need to definitely, as many successful entrepre-
neurs do, stop and smell the roses. And not take it all so
personally and work so hard to achieve what you might or
might not consider success, but again to do a little bit more
of the quality life with my own family. Because I’ve laid it
out on the line, so to speak, and just killing myself in be-
tween what little vacations I do take.

Self-Concepts Frozen in Time

As we have seen, despite their tremendous financial achievement,
many of today’s wealthy struggle to consider themselves ‘‘successful,’’
long after they have achieved tremendously by any objective mea-
sure. It is almost as if their accomplishments have ‘‘snuck up on
them.’’ As one president of a large company told us, ‘‘I never had to
take shortcuts. I never even knew how. I concentrated on being the
best. Hell, I didn’t even know I had a career until I was running this
place.’’

This aura of unexpected and silent achievement applies to their
wealth as well. Most don’t ‘‘feel wealthy,’’ particularly the 60 percent
who have been wealthy for fewer than ten years. Of course they
know, intellectually, the status of their bank account. But emotion-
ally, and in terms of their identity and self-concept, it hasn’t yet sunk
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in. Today’s wealthy grew up with many of the same misconceptions
that we all have about the wealthy, and it takes years for them to
realize that their metaphorical ship has come in.

It is almost as if their self-concepts are frozen in their middle-
class upbringings, largely untouched by the metamorphosis of their
financial situation. This is particularly true because, as we’ll see in
Chapter 7, many toiled in their businesses for years, earning com-
fortable salaries, but then wealth struck with suddenness in the form
of an IPO or in selling their business. Again, on the whole, today’s
wealthy tend to think of themselves less as rich and more as people
who came from modest means, worked hard, pursued their passions,
and achieved some success with the help of luck and good timing.

The middle-class mind-set is pervasive in the attitudes and life-
styles of the wealthy. In Figure 4-2, we highlight some of the
grounded values of the wealthy relative to a random sample of house-
holds with a total income of a mere $75,000 annually. (Once a com-
mon marketing definition of affluent, this income marker now

Figure 4-2 Grounded values of general population and the wealthy (% of
those surveyed).

Gen Pop of $75K+
Household Income 

Wealthy
Families

% Agree/Strongly Agree %%

Confident Conservative 

Middle-Class Mentality

Money Isn’t Everything

I am very conservative about how I choose to spend my money

I feel like I deserve every penny that I have

I would still describe myself as middle class at heart

Although I know I have a lot of money, I don’t always feel that way

I strongly encourage(d) my children to get a job during their high school years

I consider myself a person with simple needs

Luxury items like expensive watches, jewelry, and cars are a waste of money

Money is not important to me

I do not care what others think of me. I judge myself by my own standards

I want people to know I am wealthy

76%

94%

62%
32%

83%

89%

81%

83%

75%

81%
81%

48%
20%

70%
11%

75%

81%

71%

NA

NA
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describes a group that is nearly one-third of the U.S. population.) In
many respects, the wealthy have similar attitudes to this much
broader group—where there are differences, they are modest but
telling.

Three-fourths of the wealthy describe themselves as ‘‘very con-
servative’’ about how they spend their money. And though certainly
‘‘very conservative’’ has something of a different meaning for them,
the sentiment does not. Thirty-seven percent of the wealthy are con-
cerned about running out of money, a figure that rises to about 50
percent when we look at the newly wealthy or those who are merely
affluent. Remarkably, despite $5 million in liquid assets and
$500,000 annually in ‘‘spreading around’’ money, four in five agree
that, ‘‘I would still describe myself as middle class at heart,’’ and most
say that their personality is more middle class than upper class.
Forty-seven percent agree that ‘‘I don’t feel affluent or wealthy.’’
Seven in ten describe themselves as people with ‘‘simple needs,’’ and
even more want their kids to get jobs during high school. Although
as many as 40 percent don’t feel wealthy because they still can’t buy
what they want, the middle-class mind-set derives much more from
their upbringing than from the status of their bank account.

Stealth Wealth

Perhaps the single most defining lifestyle element of today’s wealthy
also derives from their middle-class mind-set: stealth wealth. Eighty-
nine percent agree, ‘‘I believe in ‘stealth wealth’—having money, but
keeping it under the radar.’’

Our conclusion about the prevalence of stealth wealth is very
much at odds with public perceptions, and one could argue that
these self-reported survey results are simply posturing and false mod-
esty. But in our experience, stealth wealth is far more common than
is conspicuous consumption. By definition, conspicuous consump-
tion gets much more, and more exciting, press. Robin Leach’s Life-
styles of the Rich and Famous had a ten-year run of solid ratings,
encouraging us all to aspire to ‘‘champagne wishes and caviar
dreams.’’ Lifestyles went off the air in 1995, but MTV’s Cribs picked
up the baton for a new, more brand-focused generation. (Cham-
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pagne wishes? Please. For the Cribs crowd, it’s Cristal or nothing.)
These shows only attract viewers to the extent they feature the ex-
treme and the unusual. In a sense, they are popular only because
they feature what is unrepresentative.

It’s not just entertainment television that perpetuates the stereo-
type of conspicuous consumption; well-meaning and otherwise savvy
journalists in all media play a role because they so often use anec-
dotal approaches to gathering information for their stories. For exam-
ple, a journalist writing a story about the wealthy may decide to
attend a yacht show in order to meet the wealthy, up close and per-
sonal. Once there, he or she will naturally gravitate away from the
‘‘mainstream’’ yachts toward the biggest, the most expensive, the
most high-tech, the gaudiest, and so on. The reporter will gravitate
away from the ‘‘typical’’ yacht purchaser to the more flamboyant, to
those with multiple yachts, to those who buy huge yachts on im-
pulse, and so on.

In each case, the journalist’s attention is driven away from the
typical and toward the exotic. The exotic, after all, generates the
attention-grabbing headlines that sell newspapers and boost televi-
sion ratings. As New York Sun editor John B. Bogart put it long ago,
‘‘When a dog bites a man, that is not news, because it happens so
often. But if a man bites a dog, that is news.’’ ‘‘Happily Married

Man Builds a Successful Business and Lives a Quiet, Happy

Life’’ isn’t necessarily news. ‘‘Rich Guy with Many Girlfriends

Buys Huge Yacht Featuring Built-In Stripper Pole’’—now that’s
something the media can work with.

Certainly there are interesting stories about yachts to be told.
There is something of an arms race to build the world’s biggest yacht;
Russian billionaire Roman Abramovich hopes to win by keeping the
length of his under-construction boat a secret, so that someone
doesn’t intentionally beat him by a single foot. (His vessel is reputed
to have a private submarine and two helipads; after all, if you only
have one, you might not win the race.) Some yachts do actually come
with stripper poles. Others are too big to be moored in traditional
marinas and have to ‘‘park’’ among rusting freight ships. Interesting
stories? Yes. Representative of the interests and challenges of most
wealthy people? No.
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Consider a statistic recently played up by the press as an indica-
tor of conspicuous consumption: the fact that orders for yachts over
150 feet have doubled over the past ten years. This tidbit certainly
makes it sound like ‘‘everyone’s doing it.’’ But in fact, that translates
to only 200 yachts of that size per year. What about the other 1
million wealthy and 6 million affluent households in the United
States alone? A mere 4 percent of wealthy Americans own a yacht,
and only 2 percent describe themselves as yachting or boating afi-
cionados. Less than one in five own any kind of boat at all. Certainly
that’s higher than the U.S. population as a whole, but a yachting
obsession is hardly epidemic.

In virtually any category, from cars to houses to jewelry, there are
a handful of well-to-do people with an intense passion that relates to
intense spending, and in turn, intense media interest. Sometimes
this extravagance and media interest serve their own purposes;
today’s royalty of rock stars and athletes can earn much more in
endorsement deals, for example, when they generate their own pub-
licity and become synonymous with opulence. But the resulting
media attention creates unrepresentative perceptions about the
wealthy. Recall that Leach’s show was Lifestyles of the Rich and Fa-
mous. Simply put, the famous have an agenda that most of the rich
don’t have or want.

Several cognitive biases and logical errors combine to shape mis-
perceptions of wealth. In reporting on the wealthy, media members
are often guilty of what those in the philosophy of science call the
drunkard’s search—the tendency of people to study phenomena that
are easy to see and report on instances that are easy to locate (e.g.,
someone who has had too much to drink searching for his lost keys
under a lamppost, where the light is good, rather than where the
person is most likely to have lost the keys). Astronomers, for exam-
ple, tend to study bright shiny objects such as stars and supernovas
because they are easy to see, as opposed to the dark matter or dark
energy that many believe actually constitutes over 95 percent of the
universe.

Living large is, by definition, an easier phenomenon to uncover
than steal wealth. Media reports shape thinking in part through the
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vividness effect: the tendency of graphic or dramatic depictions of
an event to lead people to overestimate how common that event is.
Airplane crashes are much less common, and cause many fewer
deaths, than car crashes, but the vividness with which airplane
crashes are portrayed lead many to falsely believe that air travel is
more dangerous than car travel. Vivid depictions of conspicuous con-
sumption have the same effect. The result is a subtle but dramati-
cally wrong leap in logic, as ‘‘one must be rich to buy a Porsche’’ (for
example) implicitly becomes ‘‘All rich people buy Porsches.’’ This is
sometimes called the spotlight fallacy—the tendency to assume that
members of group X in the media spotlight are representative of all
members of group X.

Stealth wealth, as a television show, would get lousy ratings, but
it isn’t an artifact of the spotlight fallacy, and it is a very representa-
tive description of wealthy lifestyles. It’s not just something to which
80� percent of them pay lip service. Staying below the radar is
evident in their clothes, their homes, and their everyday lives. Over
half agree, ‘‘I still haven’t furnished my house in a way that reflects
my economic status.’’ Their expensive jewelry spends far more time
in the safe than adorning their bodies. Forget high fashion; you are
far more likely to encounter the wealthy wearing khakis and a button-
down shirt, or a tennis shirt and jeans (no wonder one-third some-
times feel that the salespeople in upscale stores look down on them).

When the wealthy showed us around their homes, we often saw
what we described as ‘‘theatrical closets.’’ Their clothes are organized
around their degree of sartorial conspicuousness, and the types of
people around whom they will be worn. There are gala clothes, coun-
try club clothes, going-to-the-market clothes, and so on. The wealthy
are adept at blending into different social environments, allowing
them to come across as a regular Joe or Joanne in each context.
Wealth, for all its benefits, has cost them childhood friends and
makes them potential targets (for marketers and ne’er-do-wells
alike).

Dressing down is one element of stealth wealth; private indul-
gences are another. The wealthy do indulge—both monetarily and
otherwise—but it is typically done privately or in environments
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where they know they will be surrounded by people of similar finan-
cial means. Many have ‘‘gala clothes’’—designer fashions and high-
end couture—but wear them at charity and other social events where
these clothes won’t mark them as out-of-the-ordinary. Some are pas-
sionate about wine and have extensive cellars, but are likely to serve
the best wines to their friends at home during private dinners. It is
less about serving expensive wine as a public display of wealth, and
more about using a high-quality wine as a part of a broader experi-
ence that privately expresses appreciation and love for their friends.
Similarly, many high-end brands don’t look spectacular when viewed
from the outside, but offer exquisite phenomenological experiences.
Most would not describe Audi automobiles as dazzling or showy in
external appearance, but they offer a tremendous experience to driv-
ers and passengers. Luxury brands, and wealth in general, are experi-
ences best savored from the inside out.

Certainly conspicuous consumption does exist among the
wealthy, but it tends to happen when they are gathered together
behind closed doors and gated walls. And as we’ll see in Chapter 7,
it tends to be more of a temporary, transitional state. The newly
wealthy avoid attracting attention to themselves, while those who
have been wealthy for a long time have achieved their own comfort
level, with little need to compare themselves outwardly to others. In
between is a more insecure state, when the wealthy stop comparing
themselves to their humble beginnings and start comparing them-
selves to the long-term wealthy. Shifting from downward comparison
to upward comparison triggers an insecurity that often drives a period
that might be called conspicuous consumption.

Middle-Class Demographics and Lifestyles

The middle-class roots of today’s wealthy are reflected not only in
their values and their mind-sets but also in their demographics and
lifestyles. Their average age is forty-seven (and getting younger). Ap-
proximately 60 percent are baby boomers and nearly one-third are
GenXers. They can be found in every state, but are more heavily con-
centrated in business hubs: Nearly 20 percent live in the New York/
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New Jersey/Connecticut corridor and another 17 percent live in Cali-
fornia, leaving about two-thirds dispersed throughout the country.

Nine in ten are college graduates, and they are roughly split be-
tween those who attended private colleges and those who attended
public ones. Only about one in four attended an Ivy League or simi-
larly elite school, which is certainly higher than the population as a
whole, but far short of a defining characteristic or requirement for
entry into the elite. Approximately 60 percent of their kids are in
public schools, and only 4 percent attend boarding school.

Eighty-six percent are Caucasian, down slightly from just a few
years ago; this figure represents less diversity than the general U.S.
population today, but is generally reflective of the U.S. middle class
forty years ago. Still, there are signs of a growing diversity and inclu-
siveness in today’s entrepreneurial era that were not present in previ-
ous eras. For example, Asians (defined broadly to include those from
the Indian subcontinent) constitute approximately 8 percent and ris-
ing of the wealthy population, compared to approximately 3 percent
of the U.S. population as a whole.

Even more dramatic is a growing gender diversity. Whereas
wealthy industrialists were almost exclusively male (and the corpo-
rate era of wealth was when the phrase ‘‘glass ceiling’’ entered the
lexicon), the role of women today among the financial elite is radi-
cally different. Although still far short of a 50/50 gender split, a grow-
ing number of women entrepreneurs and executives created the
wealth in their households; and even among those in which women
weren’t the primary breadwinners, they have come to hold consider-
able sway over every aspect of family and financial life.

When it comes to leisure activities, the wealthy generally main-
tain their middle-class interests, but they find themselves with more
time and money to indulge in them (see Table 4-4). Eating out, shop-
ping, movies, and other mall-based, middle-class mainstays remain
popular. The wealthy are somewhat, but not dramatically, more likely
to engage in what one might think of as ‘‘upper-class’’ activities such
as skiing, boating, and working out with a personal trainer. One in
four wealthy people play golf, but not particularly well—their average
handicap is 18.

The biggest ‘‘leisure gaps’’ between the rich and the rest of the



There’s a New Sheriff in Town 63

Table 4-4 Top leisure activit ies done on a
regular basis

Wealthy General U.S. Population

Go out to eat 80 61

Send/receive personal (nonbusiness) e-mails* 65 —

Exercise 60 38

Go shopping* 48 —

Go to movies 48 35

Go to theater/shows/ballet/opera 46 14

Drink alcoholic beverages 45 37

Entertain* 45 —

Go to museums and art exhibitions* 39 —

Cook new or gourmet dishes for fun* 36 —

Go to live sporting events 36 15

Volunteer 35 20

Attend religious services 31 29

Attend charity events 31 9

Take naps 28 39

Get massages/Reiki 25 6

Play golf 23 8

Run/jog 21 11

Ski 21 3

Boating/sailing 17 7

Yoga/Pilates 15 5

Tennis 14 5

Go to a personal trainer 14 2

Play an instrument 9 11

*Not asked in our general population survey.

population are seen in attending live performances such as theater
or sporting events. As a general rule, wealth encourages people to do
more of whatever they had done before. Higher-end interests don’t
replace preexisting habits—they get added on top. A junk-food
junkie who becomes wealthy tends to become a junk-food junkie
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who also occasionally eats at Le Cirque; a Costco enthusiast whose
business goes public tends to become a Costco enthusiast who occa-
sionally carries a Prada bag.

There are some exceptions. Attendance at religious services
changes little with asset growth. And although the wealthy exercise
significantly more, they nap less than the rest of us (they also smoke
less—only 7 percent smoke, compared to one-fourth of the general
U.S. population, with by far the favorite brand among the wealthy
being the decidedly mainstream Marlboro).

A similar pattern emerges in terms of what people feel is missing,
and what they would like more of, in their lives. The wealthy gener-
ally aspire to the same things as everyone else, but not quite to the
same degree. Not surprisingly, the wealthy are most likely to say they
want more time, whereas the general population is most likely to
express a desire for more money. And both groups are equally likely
to want a better body, more patience, and greater fun. But through-
out most of the list shown in Table 4-5, the rank order of items is
similar, while the wealthy are less likely to have various needs, from
security and education to friends and happiness.

The wealthy report watching an average of ten hours of television
per week—far less than the typical American, but in other respects
their media consumption habits are comparable. Nearly 60 percent
have a digital video recorder such as TiVo, and among them, most
watch at least half of their television on a recorded (not live) basis,
skipping the bulk of the commercials. They spend more than five
hours a week reading newspapers or magazines (three-fourths of that
time is spent with the print, as opposed to online, versions), with
higher-than-average readership of the Wall Street Journal and the
New York Times.

Still, as Table 4-6 shows, they are just as likely to read People or
Sports Illustrated as they are to read Time or Business Week. Only 10
percent regularly read ‘‘luxury lifestyle’’ magazines, and less than 5
percent read the Robb Report, Cigar Aficionado, or Yachting maga-
zine. They spend an average of ten hours surfing the Internet each
week, not including e-mail or instant messaging, and as we’ll see in
the following chapter, the Internet has fundamentally changed their
approach to managing and spending money.
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Table 4-5 Top 20 items people wish they had more of
(% of those surveyed)

Wealthy General U.S. Population

Time 61 50

A better body 51 52

Patience 40 43

More/better sex* 34 —

Fun 32 39

Money 27 71

Happiness 25 42

Friends 24 38

Intelligence 20 36

Answers/direction for living life 20 32

Freedom 19 23

Security 18 43

Better looks 18 27

Education 17 41

Sense of style 13 12

Respect 12 26

A spouse or partner 11 22

Trendy clothes 7 11

Common sense 7 15

Responsibility 4 9

*Not asked in our general population survey.

A Lot of Money May Buy a Little Extra Happiness

If you ask a random sample of Americans what would make them
happier, by far the most common response is more money. But psy-
chologists and other social scientists have tested this intuitive hy-
pothesis many times, and they have typically come to the conclusion
that the relationship between money and happiness is much weaker
than one might expect. The most common conclusion has been that,
beyond a subsistence income, money and happiness are essentially
uncorrelated.
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Table 4-6 Top 10 media read or watched by the
wealthy (% of those surveyed)

Read Regularly Watch Every Week

Wall Street Journal 29 24-hour news channels 53

New York Times 26 Sports events (football, 45
baseball, etc.)

Condé Nast Traveler 22 Comedy/sitcoms 40

Forbes 19 Local news 39

Travel � Leisure 19 Drama/suspense 37

Newsweek 17 History 30

Business Week 16 Documentaries 29

Time 14 Movies and ‘‘made for TV’’ 29
movies

People 13 Financial or business news 28

Sports Illustrated 12 Morning news shows 27

Certainly, not being able to pay bills and meet certain basic
needs leads to significant unhappiness, but after that, it has generally
been thought that more money doesn’t make one happier. Lottery
winners, for example, feel a brief surge of happiness after their big
win, but generally return to their baseline levels of happiness within
one year.4 Globally, people in countries with extreme poverty are
less happy than those in more developed countries, but wealthiest
countries are not consistently the happiest.

This conclusion that the happiness-inducing effect of money
reaches a quick ceiling has been reached by many studies, but is
intuitively difficult for many people to accept. The problem with
most of these studies is that they typically didn’t include the truly
wealthy. Most studies using representative samples in the United
States today would struggle to get a readable base size of those with
over $100,000 in total annual household income, falling far short of
what would be considered affluence or wealth today. Our research,
and a small body of academic research, suggests that a lot of money
does indeed have the potential to make one a little happier.

For example, in our research, 93 percent of the wealthy describe
themselves as ‘‘very happy,’’ compared to 87 percent of those with
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household incomes of over $75,000, a slight but statistically signifi-
cant difference. Two-thirds agree that ‘‘as I have accumulated more,
I have become happier,’’ and 59 percent agree that ‘‘they say money
doesn’t buy happiness, but I think it comes close.’’ An academic
study conducted in the mid-1980s found that members of the Forbes
400 described themselves as being happy 77 percent of the time, in
contrast to happiness 62 percent of the time among a comparison
group.5

Perhaps most compelling has been the research of Andrew Os-
wald and Jonathan Gardner at the University of Wales, who followed
9,000 people throughout the economic ups and downs of their lives.
Their conclusion was that it would take roughly $1.5 million to make
a very unhappy person become very happy, but even then, how last-
ing that happiness would be remains an open question.6 Moreover,
most of the wealthy in their research achieved their money from
inheritances and lottery winnings, whereas other research suggests
that achieving it on your own through entrepreneurship is likely to
be more emotionally satisfying.

Taken as a whole, the research suggests that considerable sums
of money do have the potential to make one happier, under two
conditions. First, you have to use it wisely. Cornell’s Robert Frank, a
pioneer in the new field of happiness economics, reviewed the re-
search and concluded: ‘‘Considerable evidence suggests that if we
use an increase in our incomes, as many of us do, simply to buy
bigger houses and more expensive cars, then we do not end up any
happier than before. But if we use an increase in our incomes to buy
more of certain inconspicuous goods—such as freedom from a long
commute or a stressful job—then the evidence paints a very different
picture.’’7

When we ask the wealthy about the best aspects of having
money, the results suggest they are intuitively taking Dr. Frank’s ad-
vice. Virtually none mentioned high-priced toys or the ability to buy
more things. Instead, far and away the most common responses fo-
cused on freedom, self-determination, and controlling their own des-
tinies. In short, money has given them the freedom to do what they
want, when they want, where they want, how they want. Some spe-
cifically mentioned stealth wealth and the anonymity of their lives as
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fostering this freedom, saying they would struggle with the demands
of a more public life. Many point to the freeing effect of money as
strengthening a sense of control they already had. For example:

I don’t view myself any different. I don’t think that makes a
difference. What does make a difference is I have a greater
scope of what I want to do and do. And I can do it. I don’t
have the restrictions. I don’t think in the words of ‘‘I can’t do
this, and I can’t’’—I always had that control as part of my
thinking. I still have a value system.

Conversely, the wealthy also appear adept at using money, not
just to foster happiness but also to mitigate and manage unhappi-
ness. Indeed, when we asked about the worst aspects of wealth,
many struggled for an answer. One laughingly told us it was her golf
game. Some mentioned fending off requests for money, but most
mentioned simply mundane tasks, the daily routine, or travel (for
business or charity commitments, etc.). Our study and others sug-
gest that the biggest emotional differences between the wealthy and
everyone else is not so much the frequency or intensity of positive
emotions, but rather that the wealthy are able to manage their lives
such that they are less likely to experience negative emotions. (A
quip generally attributed to Irish comedian Terence Alan ‘‘Spike’’
Milligan sums it up well: ‘‘Money can’t buy you happiness, but it
does afford a more pleasant form of misery.’’) Similarly, when asked
what else they’d like to be doing with their time, many struggled for
an answer. This interaction was typical:

Q: Describe three things in your life today where you would like
to focus more time.

A: That’s tough, because I’m spending my time just where I want
to spend it. Well, I guess I’d like to spend more time with my
grandchildren. I would like to spend more time with my kids too,
but my grandchildren first. Three, what else would I like to
spend more time doing?
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Q: Yes. You don’t have to have three.

A: I can’t think of three.

Using money wisely is the first key to transforming more money
into more happiness; the second is ensuring that money is the result
of pursuing one’s passion, not an end in itself. Research has shown
that people who aspire to wealth and material possessions at the
expense of other goals tend to be less happy and less satisfied with
life, while suffering more depression and anxiety.8 In contrast, as
we have seen, the wealthy followed paths that interested them, and
financial success came along for the ride.

‘‘To me money is the by-product of professional activity—the
passion, the enthusiasm and the knowledge of your subject
are the elements that will cause success. The goal has never
been about making money. The goal has been about learn-
ing, about adventure, about having fun, about sharing.’’

‘‘I didn’t care to get to the top. I never tried to get to the top,
I tried to do a good job and they put me there in spite of it
or because of it.’’

Despite high levels of personal happiness, the wealthy have cer-
tainly not been immune to the ‘‘emotional recession’’ that took hold
as the Iraq war dragged on and the economy slowed down. As of
April 2008, only 23 percent were optimistic about the future of
America, down dramatically from 60 percent in 2004. Only 18 per-
cent were optimistic about the future of the world amid geopolitical
unrest, global warming, and so on. Still, they are able to manage
these stressors and keep them from bringing down their overall emo-
tional well-being. There are, of course, other barriers to happiness,
but most of the wealthy appear to have been relatively adept at navi-
gating them.

• Guilt? Any guilt over their standing has been assuaged; only
one-fourth even feel any occasional guilt about having ‘‘more
then their fair share of money.’’ They feel they have worked
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hard to earn it, and that it does not come at the expense of
others.

• Isolation? Only 28 percent feel that having money can be iso-
lating. (Still, as we’ll address in Chapter 7, the newly wealthy
often feel isolated, and two-thirds of the wealthy in general
would like to connect more with people. Money itself is not
isolating, but the change in social circumstances can be until
they learn to navigate it.)

• Complexity? Less than four in ten agree, ‘‘I have too much
stuff and would like to simplify’’ or ‘‘the more money I have,
the more complicated my life becomes.’’

• Ostracism? Only one-third ‘‘fear that I may be judged overin-
dulgent in the things I own and the way that I live.’’

On the whole, the wealthy are appreciative of what money has
done for them. But rather than thinking that wealth makes them
happy, they describe themselves as both happy and rich, recognizing
that money makes life easier. Their sense of satisfaction comes from
their sense of achievement and successful pursuit of a business idea.
Money came with this success, but was not their original objective.
As one of our respondents put it:

We worked real hard to build this company, my wife and
family and myself. We looked around one day, and my busi-
ness gave us a lot of things we never dreamed of. But it was
the work, and what we were able to do for our customers
and the people in this town that made us happy. I guess I
can’t say that I’d be happy if we were poor, but I don’t want
anyone to think being able to buy what we want makes us
happy . . . being able to do what we want makes us happy.

Summing Up the Myths and Realities of
Today’s Wealthy

As we have seen, the wealthy are different from many public percep-
tions of them (see Table 4-7). Whether it is their modesty, the entre-
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Table 4-7 Myths and realities regarding today’s
wealthy

Perception Reality

Conspicuous consumption Stealth wealth

Social expression Self-expression

Focused on my brands Focused on my lifestyle

Trophy wife First wife

Ivy League State university

Old patriarchs Middle-aged families

Lifelong pursuit of wealth Wealth a by-product of pursuing passions

preneurial source of their wealth, or their focus on pursuing passions
instead of money per se, their middle-class values shape every aspect
of their lives. But there is an even more defining aspect of today’s
wealthy, one equally fraught with myths and misperceptions. Simply
put, and without irony, we must point out that wealthy people have
tremendous amounts of money. We now turn to a deeper under-
standing of the true role that money plays in their lives.
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C H A P T E R F I V E

Money Matters
The Myths and Realities of the

Wealthy and Their Money

‘‘Let me tell you about the very rich.
they are different from you and me.’’

—F. Scott Fitzgerald

‘‘Yes, they have more money.’’

—Ernest Hemingway

ON THE WHOLE, we have to agree with Hemingway. The wealthy are
not terribly different from the rest of us in terms of their attitudes,
their values, and even in many aspects of their day-to-day lifestyles.
But they are radically different from the average American in terms
of how much money they have, and in turn, how much they spend.
We have seen the public and professional misperceptions about the
genesis of wealth and the mind-sets of the wealthy. These, in turn,
have led to many myths about how and why the wealthy spend their
money.

Myths and Realities of Spending Among the Wealthy

Myth: The wealthy spend freely and take their money for granted.
Reality: Money matters. For the wealthy, making and spending
money is serious business. Very serious. Nearly three-fourths come
right out and say, ‘‘Money is very important to me.’’ Some of this
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attitude is simply an extension of the middle-class mind-set. But
much of this attitude is rooted in hard financial realities.

The wealthy worked hard for their money, and they easily recall
the day-to-day struggles they faced before financial comfort arrived.
Indeed, those days weren’t all that long ago. Over half have had their
wealth ten years or less; 78 percent have had it less than twenty
years. Only one in ten say they’ve been financially comfortable all
their lives. More than one-third still worry they could run out of
money (rising to more than 50 percent of the affluent). Some have
truly ridden a financial roller-coaster, and one-fourth suffered ‘‘sig-
nificant personal financial setbacks in my life, to the extent I almost
lost it all.’’ One in five reports that spending, credit card use, and
debt are sources of friction in their household.

Myth: The wealthy let accountants and lawyers handle all of their
money issues. Reality: The wealthy are very ‘‘hands-on’’ in managing
their wealth, perhaps too much so. A do-it-yourself ethic is charac-
teristic of many entrepreneurs, and it generally serves them well, in
business and in life. But in many respects, wealth brings with it new
challenges, new complexities, and new risks, and the do-it-yourself
approach that has served them well often becomes a disservice.

Four in ten acknowledge that they are not as on top of their
finances as they should be. In fact, about half get no professional
wealth management advice, relying only on themselves, friends,
spouses, and other relatives. This causes problems in areas as basic
as estate planning. Over a quarter don’t have an updated will, and
they question whether there will be a smooth transition after their
death. Nearly one in five expects serious conflict among their rela-
tives after their passing. And consider risk management. Three-
fourths know that there are property insurance companies that spe-
cialize in the challenges faced by wealthy households. Yet only one-
fourth have made a conscious decision to change to an insurance
provider with appropriate expertise.

Their relative lack of reliance on professional advice is very much
a reflection of the self-reliant and ‘‘in me I trust’’ mind-set of success-
ful entrepreneurs. Moreover, it reflects a considerable lack of trust
that has been honed and reinforced for years. In their businesses,
they get a steady supply of slick sales pitches from potential partners,
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vendors, and consultants, and they have learned firsthand that few
of these ‘‘experts’’ turn out to be the real deal. With sudden wealth
comes a new and steady supply of sales pitches in their personal
lives.

For providers of financial services, the result is that it is remark-
ably difficult to get the attention of wealthy individuals, and once
one has their attention, it is even more difficult to gain their trust.
The effectiveness of various attention-getting and trust-building
strategies differs widely across individuals. For example, one respon-
dent who had remained highly loyal to his financial adviser told us
the reason was, ‘‘They’re strong on the relationship side. They know
they need to connect. You want to make me happy? You make me
happy through my kids. You invite me to something, fine, but if you
invite my kids to something, you got me.’’

Myth: The wealthy only care about buying stuff. Reality: Cer-
tainly the wealthy do buy heaping amounts of stuff—so much, in
fact, that their houses are sometimes overflowing, and even create
an unprecedented secondary market for used luxury goods on the
Internet. In apparel-related categories, for example, they typically
spend $20,000 to $50,000 annually, with many spending much more
(see Table 5-1). Note that in each category, the mean is considerably
higher than the median, reflecting a substantial number of extremely
high-priced purchases.

But much of their spending is geared less toward accumulating
possessions and more toward making their lives easier. This typically
translates into considerable spending on personal services. Over 90
percent of the wealthy spend at least some money on regular ser-

Table 5-1 Typical annual purchases by the wealthy

Median Mean

Designer apparel (excluding shoes) $5,000 $11,000

Watches $4,400 $27,000

Jewelry (excluding watches) $3,000 $15,000

Handbags $1,500 $ 3,500

Designer footwear $1,000 $ 3,400
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vices, with cleaning the house and maintaining the garden being the
tasks most frequently targeted for outsourcing (see Table 5-2). It is
remarkable that more wealthy people find value in gardeners and
housecleaning services than in accountants and stockbrokers, but
again that is reflective of their financial confidence, self-reliance, and
hesitancy to trust. The stereotypical ‘‘servants’’ of the wealthy, such
as drivers and personal assistants, are far down the list.

Of course, services aren’t the only form of ‘‘nonstuff’’ spending
in which the wealthy engage. Given their focus on family and fun, it
is not surprising that they spend significantly on travel and vacations
as well. Indeed, when we ask them what they are most likely to

Table 5-2 Use of services on a full-time or
regular basis

Service % Claiming Use of

Lawn maintenance/gardener 66

Housecleaning service 58

Personal accountant 45

Stockbroker 38

Handyman 32

Wealth advisor 31

Travel agent 25

Masseuse/masseur 22

Jeweler 20

Personal trainer 19

Personal Stylist 14

Interior designer 14

Live-in housekeeper/domestic help 13

Psychologist/psychiatrist 12

Nanny/Au pair 10

Personal assistant 11

Personal driver 7

Personal shopper 6

Personal chef/cook 5
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splurge on, travel is mentioned more frequently than any other cate-
gory. They average over five vacations a year, spending an average of
more than $35,000, although many spend much more. Their travel
destinations are diverse and dispersed (see Table 5-3).

Interestingly, their top two domestic travel destinations are the
two capitals of American shopping: New York City and Las Vegas.
Hawaii, the Caribbean, and Europe are common destinations as
well. The wealthy average more than twenty nights annually in hotels
for personal stays; about half typically spend less than $300 a night,
but nearly one in four typically spends over $400 a night.

They are frequent business travelers as well, averaging over eight
trips and twenty nights in hotels for business purposes, giving them
the perks of business travel—frequent-flier miles for free personal
trips and first-class upgrades, hotel points for free personal hotel
stays, and the opportunity to ‘‘piggyback’’ personal trips and experi-
ences onto business trips. If converted to a cash metric, the total
dollar value of their personal trips would be much higher.

On many attitudinal measures, the affluent (top 5 percent) are
similar to the wealthy, but when it comes to travel, the wealthy spend
three or four times as much as those just slightly lower on the eco-
nomic totem pole. In air travel, for example, the affluent struggle

Table 5-3 Travel destinations of the wealthy
(% of those surveyed)

Plan Travel in Next Year (in Lower 48 States) Plan Travel in Next 2 years (Outside Lower 48 States)

New York, NY 47 Italy 38

Las Vegas, NV 41 Caribbean & West Indies 36

Chicago, IL 31 Hawaii 36

Boston, MA 32 United Kingdom 34

Los Angeles, CA 30 France 29

San Francisco, CA 27 Mexico 27

Washington, DC 25 Canada 21

Aspen/Denver, CO 25 Australia 17

Orlando 24 Spain 16

Miami 24 Ireland/China (tied) 14
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with the psychological trade-offs of paying an extra $3,000 for a few
hours in a first-class seat that is just a few inches larger than a regular
seat. But for those with true wealth, there is little hesitation.

Myth: The wealthy shop primarily in high-end stores. Reality:
The wealthy shop everywhere. Their spending is dispersed across a
variety of channels, spending roughly as much via traditional retail
outlets and the Internet as they do in luxury or high-end retail stores
(see Figure 5-1). Just as their channel preferences run the gamut
from the everyday to the elite, so do their brand preferences (see
Table 5-4). Eighty percent of the wealthy shop at Target and Best
Buy, putting them about on a par with traditional high-end retailers
like Macy’s and Nordstrom. Similarly, just as many shop at Costco
as at Saks, Bloomingdale’s, and Neiman Marcus. Nearly half shop at
Wal-Mart.

A similar pattern of simultaneous high-end and lower-end prefer-
ences emerges when we look at their favorite stores (particularly after
controlling for the baseline number who shop at each store, reflected
in the favorite-to-shop ratio in Table 5-4). Forty-three percent of
Costco shoppers consider the store one of their favorites, placing it
in a statistical tie for first with Nordstrom. Increasingly, the wealthy
are open to buying high-end products in virtually any channel, with
41 percent reporting they would ‘‘buy a really expensive item, like
jewelry, at a store like Costco or Sam’s Club.’’

Even in thinking about upscale retail experiences, the wealthy

Figure 5-1 Breakdown of the wealthy’s shopping by channel.

Traditional
retail, 28%

Internet, 24%

Catalogs, 6%

Discount
retail, 14%

Luxury/
high-end

retail, 24%
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Table 5-4 Retail preferences of the wealthy
(% of those surveyed)

One of my Favorites
One of My Favorites (among those shopping

Shop There (among all respondents) at that store)

Target 80% 22% 28%

Best Buy 80 17 21

Macy’s 76 16 21

Nordstrom 76 32 42

Saks Fifth Avenue 59 22 37

Costco 58 25 43

Bloomingdale’s 56 16 29

Neiman Marcus 55 19 35

Wal-Mart 49 9 18

Bergdorf-Goodman 25 9 36

show a decidedly middle-class set of preferences. We presented a
list of possible incentives and asked what factors would cause them
to respond ‘‘yes’’ to a private event held in a retail store. By far the
most commonly cited incentive was discounts of 25 to 30 percent.
(In contrast, very few would have been motivated by discounts of
just 10 to 15 percent.) Second on the list was that a share of the
proceeds go to support a charity. Third, remarkably, was a statistical
tie between early access to new merchandise and hors d’oeuvres.
Costco and Sam’s Club clearly demonstrate that the availability of
food draws affection, attention, and staying power in the stores that
offer the goodies. The wealthy, like graduate students and everyone
else, like free food.

Myth: The wealthy don’t care about sales, coupons, or prices
in general. Reality: See the Target/Costco/Wal-Mart numbers above.
Over 80 percent prefer to shop in stores with a reputation for great
pricing. Over half look for sales in the newspaper, and a similar num-
ber report typically waiting for something to go on sale before they
buy it. Forty-five percent shop with coupons ‘‘fairly regularly.’’

Myth: The wealthy are impulse shoppers. Reality: Three-fourths
plan their shopping trips carefully in advance, and half have a spe-
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cific budget or price in mind that they won’t exceed when shopping
for a specific item. Even in traditional luxury retail categories such
as jewelry, designer fashion, and shoes, the vast majority of pur-
chases are planned. Only about one-third of designer apparel or shoe
purchases are spontaneous or made on impulse. The figure drops to
one in four for purchases of handbags, while dropping even further
for jewelry and watches.

Instead, there is typically a considerable gestation period during
which purchases are weighed and considered. Over half of watch
and jewelry purchases are considered for at least a month before
purchasing, as well as approximately one-fourth of the purchases in
these other categories. Most of the purchasing by the wealthy in
these categories is not ‘‘shopping for sport.’’ Rather, it is typically
driven by special events and occasions, such as charity events, cock-
tail parties, and weddings.

As they move up the retail chain to bigger ticket purchases, the
likelihood of impulse purchasing drops even further. Four percent of
automobile purchases are made on impulse; over 80 percent are
thought about and evaluated for at least a month. As in lower price-
point categories, auto purchasing is largely driven by specific, need-
based occasions (see Table 5-5).

Myth: The wealthy are fashion trendsetters. Reality: Less than
half describe themselves as being on the cutting edge of fashion, and

Table 5-5 Reasons given for automobile purchases

Reason % Responses

Needed to replace or update one I currently owned 55

Wanted to upgrade relative to what I had 23

My automobile requirements had changed, so I wanted a car 19
to serve that

Wanted a treat/reward for myself 16

Read an article about it 9

Was just browsing, saw it, and wanted it 8

Saw an ad that made me want it 6

Saw someone else with this particular car or heard others 5
talking about it
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even fewer try to stay on top of seasonal fashion trends. Less than
30 percent look to celebrities or athletes for ideas of apparel or prod-
ucts. They tend to prefer basic colors and classically tasteful styles,
but being too fashion-forward draws unnecessary attention to them-
selves; moreover, it is largely inconsistent with their middle-class
comfort zone and the principle of stealth wealth.

Myth: The wealthy live in mansions, or at least McMansions.
Reality: A small minority live in palatial estates, but most live in
houses that are better described as spacious but modest. The average
value of their main residences is about $2 million, with the median
being closer to $1.2 million. Depending on your background and
where you live, that may sound like a lot. And certainly in some parts
of the country, that kind of money can indeed buy a palatial estate.
But in New York City or San Francisco, for example, it is more likely
to buy a two- or three-bedroom condo in an upscale but not elite
neighborhood.

Although their homes are not typically estates, the wealthy are
certainly proud of their homes, and they invest considerable time
and money in home improvements. In the past two years, 40 percent
made significant landscaping upgrades, one-third made major pur-
chases of furniture or appliances, and one-fifth made extensive reno-
vations (see Table 5-6).

Perhaps more telling than home values or repair bills are the
words that the wealthy use to describe their homes, which reflect
the combination of their middle-class mind-set and their substantial
means (see Table 5-7). Comfortable is by far the most commonly
chosen adjective, followed by entertaining, friendly, and clean. One-
third describe their home as upscale. Their mind-sets may be middle
class, but only about one in ten describes his or her home that way.
A similar small number describe their homes as showpieces.

One-fourth of the wealthy have a second home, which typically
has one-half to one-third of the market value of their primary home,
and approximately half are beach houses. Again, descriptions are
more psychologically telling than asset values. A typical wealthy per-
son is likely to describe his or her primary home as where his or her
heart is, as a place to entertain, and a place to gather with family. In
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Table 5-6 Upgrades to primary home in the past
two years

Typical Amount Spent
% Who Made Changes (in $1000s)

New outdoor landscaping 40 10–15

Purchased major home furnishings 35 15–30

Purchased major kitchen appliances 29 10–12

Major home renovations 20 40–100�

Major bathroom remodel 17 10–30

Major kitchen remodel 17 25–35

Replaced windows 12 7–15

Put on an addition 7 90–120

None of the above 38

Table 5-7 Top 12 ways the wealthy describe the
interiors of their primary homes

Description % Responses

Comfortable 64

Entertaining-friendly 43

Clean 41

Upscale 34

Traditional 32

Organized 27

Contemporary 26

Cozy 23

Kid-friendly 17

Haven 16

Eclectic 14

Middle class 12

Showpiece 12
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contrast, second or vacation homes are far more likely to be de-
scribed as a retreat, and as a place to go to be anonymous.

Myth: The wealthy have garages full of exotic cars. Reality: On
average, the wealthy have two or three cars, and their garages are far
more likely to have a Ford or Chevy than a Lamborghini or Bugatti.
As always, there are exceptions, and there are certainly enthusiasts
who do have garages full of exotic cars. On the whole, though, the
wealthy are most likely to have premium but nonexotic cars from
Mercedes, BMW, and Lexus; ownership of those premium brands is
followed closely by vehicles from more mainstream brands such as
Toyota, Chevrolet, Ford, and Honda (see Table 5-8).

If we look just slightly further down the economic spectrum, to
the 5 percent of the population that is merely affluent, we find that
these seven brands are just about equally likely to be owned, with
Toyota topping the list. Even among the wealthy, fewer than 3 per-
cent own any of the following: Bentley, Ferrari, Lamborghini, Land/
Range Rover, and the original James Bond favorite, Aston Martin.
Eighteen percent own a pickup truck, two to three times the number
who own a vintage car, exotic car, or hybrid vehicle (although the
likelihood of buying a hybrid vehicle is growing strongly). On average,
their most recent automotive purchase cost an upscale but not out-
landish $50,000.

Table 5-8 Top 10 vehicles owned by the wealthy
and affluent

Wealthy % Own Affluent % Own

Mercedes-Benz 25 Toyota 21

BMW 23 Ford 18

Lexus 22 Honda 17

Toyota 18 BMW 17

Chevrolet 16 Lexus 17

Ford 14 Mercedes-Benz 17

Honda 12 Chevrolet 13

Porsche 12 Chrysler 9

Volvo 10 Acura 9

Audi 10 Volvo 9
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In cars, houses, and many other categories, middle-class tastes
persist long after the financial means enable people to buy luxury
products and services almost exclusively. One of our respondents
summed up the predominant mind-set well, saying ‘‘I have a Chevro-
let taste on a Mercedes income.’’ But more calculated approaches to
self-presentation and stealth wealth are often prevalent as well. A
CEO told us that he has a Porsche that he bought ten years ago as
his ‘‘first toy’’ after becoming wealthy, but is reluctant to buy another
one and drives his Ford Explorer to work: ‘‘I don’t think you should
be showing up at a small public company flaunting your wealth. I
think it makes a statement. You pull up, you have a lot of people
working for you, and a lot of them don’t make a lot of money.’’ He
went on to explain that he no longer has company parties at his house
because he felt that might create some resentment as well.

The Business of Intelligent Shopping

By now, a common thread has likely become apparent throughout
these spending myths and their corresponding realities: The wealthy
spend money, sometimes lots of it, but do so thoughtfully and pru-
dently. Managing a household is a complex task, and as wealthy
households mature and gain additional assets, they are increasingly
run like businesses. Indeed, three-fourths of the wealthy state that
‘‘managing my family’s finances requires strong business manage-
ment skills.’’

Intelligent shopping is indicative of this businesslike approach to
spending money, and is also an outgrowth of the value orientation
that is central to the middle-class mind-set. Indeed, many wealthy
households spend money with a sophistication that a business opera-
tions specialist might describe as ‘‘just-in-time shopping against the
available space.’’ And it can have dramatic bottom-line impacts.

We estimate that savvy purchasing can increase their household
income by over 35 percent, freeing up in excess of $100,000 annually
in additional after-tax cash flow in many wealthy households (as an
example, see the online savings for nine higher-end products in Table
5-9). As an outgrowth of middle-class values, intelligent shopping is
generally considered a shared responsibility throughout the house-
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Table 5-9 Retail and online prices for selected
higher-end products

Luxury Retail
($) Online ($) % Savings

6-seat private jet hourly rate (same 2,800 1,275 54
manufacturer)

1.5-carat G color, VS clarity quality 19,700 11,600 41
solitaire diamond (with platinum
band)

Two weeks vacation (Atlantis Resort) 10,340 5,800 44

Gold Cartier LC Tank watch 9,100 7,371 19

St. John’s cardigan sweater 285 99 65

High-performance stereo (Bang & 1,325 820 38
Olufsen)

Hermès bangle bracelet 345 240 30

Burberry raincoat 575 199 65

Montblanc pen 495 370 25

Total 44,695 27,774 38

hold. It is practiced by both genders, and among other benefits, it
becomes a means of teaching children about the value of the money.

In three-fourths of married wealthy households, the wife is re-
sponsible for buying groceries and basic supplies, but the responsi-
bility for major purchases is almost always a joint one. Indeed, in
households in which the wife does not work, she often takes on the
role of de facto household chief financial officer, and the money
saved from intelligent shopping is often greater than what she might
make working, particularly on an after-tax, after-work-clothing, after-
child-care basis.

Smart, savvy decision making is evident in many aspects of
wealthy shopping habits. Across many categories, nearly half of the
wealthy say they couldn’t save any additional money on their pur-
chases regardless of how much more they ‘‘shopped around,’’ and the
vast majority say they couldn’t save more than an additional 10 per-
cent. The opinions of others are important in the purchasing process,
but less for social reasons and more as guidelines for ensuring smart
decisions. Rather than seeking to impress friends and family, they
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seek out those experienced with the category or the brands in ques-
tion. When asked why they hired a new financial adviser, for exam-
ple, the most commonly cited reason was simply that someone they
trusted made a recommendation. Forget about keeping up with the
Jones’s—the wealthy would rather identify the Jones’s strengths and
work with them to learn how to leverage those strengths in making
smarter decisions.

Smart shopping is also time-efficient shopping. For the wealthy,
even more so than the rest of us, time is money, and we’ve seen how
‘‘more time’’ is the number one item on their wish list. In luxury retail
categories, we asked why they purchased the specific items they
chose. The number one reason, on a par with quality, brand, and
self-expression, was that the item was good enough. In other words,
they said, ‘‘I was satisfied so I didn’t want to spend more time shop-
ping around’’ (see Table 5-10). Psychologists and economists call it
satisficing: choosing a product that meets criteria at an adequate
level, rather than expending a great deal more time to find a fully
optimal solution. Of course, the minimal requirements for adequacy
among the wealthy may be quite high in absolute terms, or relative
to those of the less well-off, but the principle of time savings as one
element of smart decision making is a crucial one.

For both genders, and across every aspect of smart shopping,
from time savings to price comparisons, the Internet has been crucial
in enabling a business-focused approach to household spending and
financial management. Among the wealthy, we found the following:

• 90 percent agree: ‘‘I can get information faster on the Internet
than dealing directly with a company’s customer service repre-
sentative.’’

• 83 percent agree: ‘‘I research the items on the Web I am going
to buy to make sure that I am not taken advantage of.’’

• 85 percent agree: ‘‘The Internet has liberated my shopping.’’

Also, two-thirds of their trips are booked online; less than 15 percent
involve a travel agent.

Certainly, online purchasing itself plays a key role. The wealthy
average $10,000 to $40,000 annually in online spending, but the
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Table 5-10 Reasons for purchasing specific items
(average of watch/jewelry, fashion
apparel, handbags, and shoes)

Reason % Responses

I was satisfied so I didn’t want to spend more time 49
shopping around

Made by a good brand 48

High-quality item 47

Fit me just right 47

Reflected my personality/tastes 43

impact of the Internet on their shopping is even more profound.
Averaging across the fifteen key categories that we examined, one-
third of the wealthy make online purchases, but over half compared
prices and products online, and one-fourth used the Internet to find
offline stores.

Philosophically, this growing role of the Internet in purchasing
decisions results in a shift from a supply-auction economy, in which
companies manage supply through discounts and promotions, to a
demand-auction economy, in which individuals ‘‘announce’’ their in-
terest in a product and allow various providers to bid on fulfilling that
interest. Moreover, Internet options have dramatically increased the
complexity of the price-value equation that people must intuitively
calculate when making channel and purchase decisions.

On the whole, for example, the well-to-do tend to choose an in-
person retail experience when it involves less than thirty minutes of
travel time, when they want to savor the shopping experience, when
they are searching for something unique, and when they believe a
salesperson will add value. In contrast, they tend to choose online
outlets when they cannot afford the time, when their past experience
suggests sufficient delivery/fulfillment, and when they are unafraid
of fraud. When both sides of this trade-off equation are approxi-
mately equal, warranty and exchange privileges often serve as tie
breakers.

These trade-offs have been present since the dawn of the In-
ternet, but have become prevalent in higher-end categories only in
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recent years. As we shall see, the general trends among how people
make these trade-offs, and the personality types associated with how
people habitually make these trade-offs, are fundamentally reshaping
the retail business, particularly in luxury categories.

Passion Shoppers vs. Logic Shoppers

Up to this point, we have been talking about the wealthy and their
families in terms of averages. And in truth, wealthy families are ho-
mogeneous in many regards. But it turns out that the process of how
they shop varies significantly. Our statistical analyses revealed two
major types of shoppers: passion shoppers and logic shoppers. Pas-
sion shoppers seek defined fashions and enjoyable shopping experi-
ences with the help of salespeople and elegant retailers; comprising
only 30 percent of the affluent/wealthy market, they are responsible
for 50 percent of profits at retail. In contrast, logic shoppers run
their households with the precision of a corporate purchasing officer,
leveraging the Internet for price comparisons, special discounts, and
so on. It is logic shoppers for whom distinct stores like Costco and
Sam’s Club have a special place in their hearts, and although they
are 70 percent of the affluent and wealthy market, they account for
much less of the retail industry’s profitability. Passion shoppers
sometimes engage in the behaviors characteristic of logic shoppers
and vice versa, but for the most part, people display one characteris-
tic style across time and across categories.

Passion Shoppers

Reflecting the traditional luxury shopping sales funnel, passion shop-
pers first become aware of a product, then their passion is aroused,
and then they purchase in a store when they want it—at keystone
margins (see Figure 5-2).

Indeed, these are the luxury shoppers who truly drive margins in
the marketplace. They have a preference for high fashion and high
design, uniqueness, and strong brands; in fact, they frequently de-
cide on a brand first, before deciding on the product to purchase.
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Figure 5-2 Shopping funnels for passion and logic shoppers.

They tend to shop alone, they like interacting with salespeople (for
whom they have high expectations), and they feel a genuine enthusi-
asm for new retail discoveries. For these high-touch purchasers,
shopping is a hobby to be savored and an art form to be appreciated,
not a chore to be managed. When marketers of higher-end products
and services think about ‘‘their customers,’’ they typically think in
terms of passion shoppers. This would have been a reasonably accu-
rate characterization twenty years ago, but today passion shoppers
constitute only about 30 percent of the wealthy population.

Logic Shoppers

The new dominant shopper model, more characteristic of 70 percent
of the wealthy, is that of the logic shopper. More strongly shaped by
their middle-class upbringings, these people consistently show the
characteristics of smart shopping that we described above: a focus
on value, taking pride in doing due diligence before purchasing, and
leveraging the Internet for information and/or actual purchasing.
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They disproportionately use coupon clipping strategies, in-store dis-
counts, sales, and every advantage they can to lower the price (see
Table 5-11). They are often willing to make trade-offs for lower
prices, including less than perfect service or slightly delayed delivery.
As opposed to passion shoppers, logic shoppers’ purchasing behavior
can be described as deciding on a category’s specs and price range
first, before they decide on a brand. Logic shoppers may be aroused
by advertising; their middle-class days of stretching a dollar have
taught them that they can find substantial discounts with just a little
added effort.

New Marketing Challenges for New Shoppers

Today’s new generation of wealth presents a serious dilemma to the
marketers of luxury goods and services. We saw above the dramatic

Table 5-11 Bargain shopping habits of logic shoppers
(% of responses)

Passion Shoppers Logic Shoppers

I prefer to shop in stores with a reputation for 48 99
great pricing

I usually wait for something to go on sale 21 95
before I buty it

I would buy a really expensive item like 19 51
jewelry at a store like Costco or Sam’s Club

I look for sales in the newspaper 14 94

I shop with coupons fairly regularly 8 86

Retail Behavior: Stores Shopped
Nordstrom 54 46

Saks Fifth Avenue 29 15

Neiman Marcus 27 19

Bloomingdale’s 30 26

Target 65 82

Best Buy 58 70

Wal-Mart 43 61

Costco 45 51
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savings that can be achieved for those willing to make the time and
service trade-offs associated with logic shopping, even for luxury
products and services; as a result, the number and power of logic
shoppers will continue to increase. Currently, logic shoppers are 70
percent of the market, but they deliver less than 50 percent of retail
profits. Some retailers will pursue the higher margins and rededicate
themselves solely to passion shoppers, aligning inventory, advertis-
ing, store design, and in-store services to create a new category
of passion-focused elegant shopping. Others will pursue a higher-
volume, lower-margin strategy by focusing on the quality and value
that drive the logic shopper.

Even approaches to customer service will need to be refined. In
a retail context, logic shoppers were likely to tell us they want sales-
people who ‘‘leave them alone.’’ Although they are certainly open to
a friendly ‘‘Can I help you?’’ they definitely don’t want someone who
hovers and doesn’t respect a metaphorical ‘‘Don’t call me, I’ll call
you’’ response. Indeed, salespeople must recognize that they are the
end of the logic shopping search process, not the beginning, and the
customer is likely already aware of basic product features, price
ranges, etc.

The passion shopper is looking for a more emotional connection
with a salesperson, relies on them for superior product knowledge,
and in short, often considers positive interactions with salespeople
to be the make-or-break deciding factor on whether to visit the store
again. As expressed by one such shopper:

The owner can come in and hold up something for me to
look at which is something I would never wear in a million
years, but one of her salespeople knows the kinds of things
I like. When she calls and says, ‘‘There’s something here I
think you’ll like,’’ I know it’s worth my time to go down
there because she understands what works for me. But the
person who forever holds up the item that I would never be
interested in—I really don’t want to even go back because
they’re constantly shoving things at me that I don’t care
about.
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Regardless of whether retailers target passion shoppers or logic
shoppers, they must contend not only with the emergence of logic
shopping as a dominant paradigm but also with the fact that a new
generation of wealthy individuals is fundamentally reshaping the na-
ture of spending, the expectations of brands, and as we shall see in
the next chapter, the concept of luxury itself.
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The New Luxury
The Search for Sublime Value

‘‘Luxury lies not in richness and ornateness but in the

absence of vulgarity.’’

—Coco Chanel

‘‘Luxury is necessity.’’

—John Kenneth Galbraith

REMARKABLY, ONE OF THE MOST significant trends in luxury over the
past decade has had essentially nothing to do with the wealthy. Quite
the opposite. The social and economic tidal wave that has reshaped
the luxury business has been driven, at least in part, by the vast
number of people from every age group, class, and category who have
fulfilled John Kenneth Galbraith’s prophecy. Today, essentially 100
percent of all consumers buy luxury at some time. It is not a question
of whether they will buy luxury brands, but how often, and whether
they will insist on the real thing. And this is true for the wealthy as
well; 34 percent of high-end American households have paid such a
low price for a luxury product that they suspected it was counterfeit.

As purchasing luxury is no longer an ‘‘if,’’ it requires a greater
sophistication in thinking about where, when, in which category, and
at what price. This broadening phenomenon goes by many names,
including the mainstreaming of affluence, the democratization of lux-
ury, the massification of luxury, and even masstige. The democratiza-

93



94 The New Elite

tion effect has brought luxury under criticism from authors such as
Dana Thomas, whose book Deluxe posits that luxury has ‘‘lost its lus-
ter.’’1 Ultimately, however, this democratization doesn’t change the
elements that define luxury, or even necessarily lower the bar—it sim-
ply reflects a deeper, more pervasive desire among increasingly sophis-
ticated consumers for more frequent luxury experiences. For example:

• Once-exotic items, such as sushi and refined organic products,
are now found on grocery store shelves.

• Everyday products are now offered in high-end forms at rela-
tively high-end prices, such as $6 coffee at Starbucks or $14
boxes of chocolate in drug stores.

• High-end designers have expanded into mass market retailers,
such as Philippe Starck designs and Isaac Mizrahi pumps at
Target; Martha Stewart linens at K-Mart; and Ralph Lauren
apparel at Sam’s Club. In fact, Costco has become one of
America’s largest retailers of Dom Pérignon and other fine
wines, and it successfully offers high-quality diamonds of five
carats or greater in its catalogs.

Sensing a growth opportunity, manufacturers of luxury brands
fueled this trend. During the past decade, many iconic luxury brands,
whose entire product lines were once extremely high priced and truly
exclusive, have rolled out more accessible products (often accessor-
ies and jewelry) at price points well within the reach of the mass
market.

At the same time, several other trends have been subtly reshap-
ing the luxury industry. Strong merger and acquisition activity has
resulted in classic luxury brands becoming conglomerates—a brand
portfolio within a growth-focused, vertically integrated commercial
enterprise.

Consider, for example, the inelegantly named LVMH Moët
Hennessy—Louis Vuitton. Its lengthy moniker is a by-product of the
company’s strategy of accumulating classic brands through (some-
times contentious) acquisitions. Now with over sixty brands and
60,000 employees, LVMH owns some of the world’s most famous
luxury brands in a variety of categories, including champagne (Dom
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Pérignon, Moët & Chandon), fashion (Louis Vuitton, Fendi, Donna
Karan, Givenchy, Marc Jacobs), fragrances (Dior), watches (Tag
Heuer), and retailing (Sephora, DFS, eLUXURY.com). LVMH has
produced a portfolio that allows its reputation for excellence to pene-
trate a large number of household categories, thus building its repre-
sentation both within wealthy households and in other households
on a one-off basis.

Similarly, Richemont has built a luxury portfolio that includes
Cartier, Van Cleef & Arpels, Piaget, Montblanc, Baume & Mercier,
and others. Its strategy has been to own the finest companies in
jewelry and accessories that can also operate independently, with
Richemont serving as a financing source for elegant and superb man-
ufacturers while protecting each of them from the winds of change.

Finally, the Gucci Group owns the Gucci brand as well as Alex-
ander McQueen, Stella McCartney, Yves Saint Laurent, and a half-
dozen others. Gucci’s strategy has been to build a brand portfolio of
the finest fashion names in the world and to use its strengths in
distribution, marketing, and manufacturing as a benefit to all its
brands, as well as to consumers who can then choose the brands
they like the most.

None of these trends have irreparably tarnished luxury brands—
provided the brands themselves have not forever lost the quality and
exclusivity that once made them prized and distinctive. It is true that
signature brands have products with price points that allow nearly
everyone to share in the sense of richness, depth, excellence, collect-
ability, and refined qualities that attend to these sublime brands.
However, the fact that more consumers can participate has not nec-
essarily degraded the quality of these brands. What has changed is
that the message of these brands is more universally understood and
desired. Democratization has simply meant that the receptivity for
this message is now part of everyone’s taste for things. For some
households, satisfaction of that taste is achieved by sacrifice; for oth-
ers, it is a routine purchase.

None of this, however, changes the fact that traditional luxury
brands continue to rule their respective categories in terms of prod-
uct quality, customer loyalty, profitability, and the value of the com-
panies that own them. Indeed, we believe that in connecting with
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the wealthy, and with the middle and lower classes as well, branding
remains the single most powerful tool in a marketer’s arsenal. The
challenge is that today’s wealthy, with their distinct attitudes and
mind-sets, have an evolving set of desires and expectations regarding
luxury to which manufacturers must attend.

What the Wealthy Really Want, in Luxury Products and
Elsewhere

When we ask the wealthy what they look for in a brand, the top three
responses are chosen by virtually everyone and are particularly telling:
craftsmanship, quality, and service (see Table 6-1). Again, these were
the hallmarks of luxury brands before the past twenty years. And as

Table 6-1 What the wealthy like in brands
(top 10 and bottom 7)

Rank Attribute Desired % of Those Surveyed

1 Reflect high craftsmanship 97

2 Have reputation for the best quality 96

3 Have reputation for service 96

4 Have reputation for technology 87

5 Are valued by spouse or partner 86

6 Have reputation for design 83

7 Have history and heritage 82

8 Allow me to do something good (e.g., support 79
the environment, give to charity, etc.)

9 Reflect generosity of spirit 75

10 Reminds me of a special moment in my life 75

19 Communicate to others that I’m successful 54

20 Help me feel privileged 51

21 Are preferred by my children and their friends 49

22 Help me feel trendy 47

23 Communicate to others that I’m loved and appreciated 46

24 Are preferred by my friends 41

25 Help me feel loved 40
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we’ll see shortly, these aspects remain undiluted in the classic luxury
brands that still appeal to the wealthy and are characteristic of the
emerging luxury brands that have gained a foothold.

Also telling is item number four on the list: technology. We have
asked this particular question in our studies for several years, and
this is by far the fastest growing item on the list. This represents a
sea change in the attitudes of the wealthy. Twenty years ago, the
wealthy had others who ‘‘did tech’’ for them. Today, 80 percent be-
lieve that technology has been important to their success, and a simi-
lar number describe themselves as ‘‘technologically intelligent.’’ Their
homes, and their cars, are wired (see Table 6-2). At the higher end,
technology as an element of luxury is obviously about quality and
performance, and it is also about sleek design and ergonomics. But
there’s an important emotional component as well. The utilitarian
features of a $600 iPhone or $3000 Sony laptop can be obtained for
much less money, but these products and brands are about express-
ing one’s commitment to and passion for technology, even though
their objective value declines from the moment of purchase.

The bottom of the attributes list in Table 6-1 is just as revealing.
The social and status-oriented aspects of brands are among the least
potent motivators, particularly the notion of brand as a badge and

Table 6-2 Technology ownership among the wealthy

Technology % Who Own Item

PC with broadband Internet access (Cable or DSL) 77

Portable MP3 player such as iPod 61

High-definition television (HDTV) 72

Television larger than 40 inches 69

LCD or Plasma Flat Screen TV 63

Digital video recorder (DVR, TiVo) 59

Surround-sound speaker system 51

XM or Sirius Satellite Radio at home or in your car 36

Centrally wired system to distribute music throughout house 28

Direct TV 25

Dedicated in-home theater room 23
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public indicator of wealth. Taken as a whole, the picture becomes
clear that luxury for the wealthy is much more about quality and self-
expression than it is about specific brands and self-congratulation
(see Table 6-3).

Luxury for a New Generation: The Search for Sublime
Value

Pulling all of these insights together brings us to a new definition of
luxury, and the people with a passion for it:

The word Luxury describes products and services that offer
consumers sublime quality, performance, and emotional

connections.

The term Luxury Market describes people who value taste,
emotional resonance, quality and artistic merit in the things

they choose to buy and possess.

One of the key words in these definitions is sublime. True luxury
is not about logos, but about high quality combined with subtlety
and tastefulness. Someone with a stealth-wealth mind-set and a hun-
ger for the highest quality would seek precisely this combination of
attributes. Recall the quote from pioneering designer Coco Chanel
that opened this chapter: ‘‘Luxury lies not in richness and ornateness
but in the absence of vulgarity.’’

Table 6-3 Meanings of luxury for the wealthy

Luxury Is . . . Luxury Is Not . . .

• Quality: 90% agree, ‘‘I don’t • Specific brands: Only 34%
care about most luxury items per agree, ‘‘it is important to wear the
se, but I am into having items that right brands.’’
are the best quality and
craftsmanship.’’

• Self-expression: 76% agree, • Self-congratulation: 25%
‘‘Expressing my personal style is agree, ‘‘I enjoy subtle clues like
very important to me.’’ exclusive designer apparel or an

expensive watch to remind me of
what I have attained.’’
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From a quality perspective, what separates truly elite products
from merely good ones is subtle, indeed sublime, distinctions. The
fact is that the vast majority of the products in any category are, for
all intents and purposes, functionally interchangeable. But at the
same time, every category has a point at which very subtle distinc-
tions have a huge impact on perceived quality, as well as on profit
margins. These points of sublime distinction are the essence of true
luxury.

Consider the sublime qualities of the product that probably best
exemplifies ‘‘old-school’’ luxury brands: the Hermès bag. It falls into
the ‘‘if you have to ask how much it costs, you probably can’t afford
it’’ category. Prices start at about $6,000, but can easily run into
five or even six figures. Hermès’s clientele includes Oprah Winfrey,
Argentinian President Cristina Fernandez de Kirchner, and a long
list of actresses, models, and singers. Martha Stewart was criticized
by some for walking into her trial with one. Victoria ‘‘Posh Spice’’
Beckham is reported to have over 100 Hermès bags valued collec-
tively at over $1 million.

But the appeal of the Hermès is less about who has one and
more about the quality and authenticity of the product itself. There
can be no doubt that people who have them get noticed by people
who know about them. With a few exceptions, each one is custom
made. You don’t typically walk into a store and buy one. You order
one. You choose the material, the hardware, sometimes even the
stitching. Want a diamond-encrusted ostrich bag with stitching on
the outside? No problem. Today’s wealthy aspire to self-expression,
and Hermès delivers. The bags are handmade by artisans who gradu-
ate from France’s premier trade academies and serve two-year ap-
prenticeships with the company before graduating to work on a
Hermès bag. Each bag takes anywhere from fifteen to fifty hours or
more to create. The company has grown but has resisted all efforts
to mechanize the process, outsource the production, or become the
centerpiece of a multi-billion dollar conglomerate.

One result for Hermès is an authentic scarcity: It produces fewer
than 150,000 bags a year, with waiting lists of a year or more—as
long as you agree that 150,000 bags a year is scarce for a bag that
lasts forever (remember, that’s a million-and-a-half bags every ten
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years). The rhythm of the business is set, not by what they can sell,
but by what they can manufacture to their standards. Is there a phys-
ical difference between a Hermès bag and some other quality bag?
Yes, but it isn’t necessarily obvious to the uninitiated. It takes experi-
ence and learning to understand the sublime differences. But even
then, owning a Hermès bag is less about product features and more
about emotional benefits. In a sense, it is not so much about talking
to others, but about talking to oneself. The virtues of the bag reflect
on the person; the authenticity of the bag validates her own authen-
ticity. As Marc Jacobs, creative director for Louis Vuitton, put it:
‘‘The way I define luxury isn’t by fabric or fiber or the amount of gold
bits hanging from it. . . . That’s the old definition. For me, luxury is
about pleasing yourself, not dressing for other people.’’

Each category has its own luxury pinnacle—an Hermès equiva-
lent, if you will. For example, in 1623, in the heart of the Ottoman
Empire, Avedis Zildjian invented a new method of making musical
instruments by fusing copper, tin, and silver. Nearly four centuries
later, the alchemical formula he created remains a secret, but the
cymbals that bear his name are the hallmark of excellence among
drummers around the world. In point of fact, if you claim to be a
drummer, and you don’t play Zildjians, you are not.

Remarkable brands such as Hermès and Zildjian result from
transcendence in five key aspects: history, scarcity, design, clientele,
and materials. Such brands come to be characterized by a consis-
tency of meaning across time, and a consistency of experience. In
this context, meaning refers to the brand becoming synonymous with
a trait of human behavior, consciousness, or style, so that possession
of the brand reflects the importance of the trait to the individual. By
experience, we mean that people who have been-there done-that are
allowed to ‘‘wear the adventure,’’ or display the cultural symbolism of
the experience as a merit badge in life. The notion of a ‘‘life list’’ of
things to do before kicking the bucket refers to the stipulation of
these experiences as a necessary component of living well. Products
become obsolete, but brands that become imbued with meaning,
and become synonymous with valued traits or experiences, persist.
Consider that nineteen of the twenty-five brands that led their cate-
gory in 1925 still lead their category today. Excellent brands can
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easily lead their categories for centuries. Beretta is one of the oldest
companies in the world and has made the world’s finest firearms for
nearly half a millennium. Royal Delft has been in the pottery busi-
ness for over 350 years. Christies has been conducting auctions since
1766, one year longer than Hennessy has been making cognac. Car-
tier has been in the superb diamond business for over 150 years. The
list goes on.

We did a study several years ago for Shell Oil in which we an-
swered the question, ‘‘Is Shell a great company?’’ in part by examining
brands that lasted more than 150 years. We found that companies
displaying such longevity tend to have the name of a founder on the
door, adapt to technological change effectively, and adapt to—if not
lead—changes in style. But perhaps most important, they were not
likely to be in the same product business in which they began, while
still operating with the same spirit and commitment. The values of a
founder transcend time in great products and brands, and those val-
ues continue to convey meaning across centuries.

These great brands exhibit tremendous resilience, surviving
product faults, marketing missteps, and the natural vacillation of
business cycles. Strong brands can endure a potentially brand-
diluting influx of lower-quality, lower-priced products. To use a fine-
art metaphor, simply because Picasso produced perhaps the greatest
quantity of art in the modern era, including many relatively ‘‘low qual-
ity’’ pencil drawings, does not tarnish the fact that his greatest works
are among the most desired in history (and from a purely monetary
perspective, have held their value remarkably well). Mercedes suf-
fered from several brand-diluting missteps, including the disastrous
launch of its too-low-end 190 series and its ill-fated acquisition of
Chrysler, but its brand has been strong enough to rebound. (Al-
though not a luxury brand in the traditional sense, IBM’s experience
is instructive as well—its brand came to have several negative conno-
tations during the 1990s but has rebounded while many of the up-
starts that challenged it have fallen by the wayside).

A sixth characteristic of great brands is what we call the transi-
tive property—the reliability with which the brand delivers its pri-
mary emotional or experiential connotation. Coca-Cola has delivered
the same experience to consumers over and over again, no matter
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what country they are in, and has done so for decades. However
many billions of bottles Coca-Cola produces, it still offers, without
fail, a moment. It is the moment in which you may be driving across
the Mojave Desert (or at least you feel that thirsty), you bring a
cold Coca-Cola to your lips, and you experience a refreshment that
transcends your thirst. The entire experience instills the feeling that
‘‘they made this just for me.’’ Indeed, like Coca-Cola, top luxury
brands serve a risk-management function, guaranteeing core benefits
that mitigate downside risks of making a poor purchase and being
dissatisfied. Generally speaking, the more a brand mitigates risks, the
higher the price and the profit margin.

The transitive experience of brands serves as a powerful cohesive
force for employees as well, helping to define the culture of the orga-
nization across decades and even centuries. In every generation of a
luxury brand, managers have the opportunity to maximize short-term
profits with any number of brand-tarnishing initiatives, but the best
managers recognize that protecting their brand means protecting the
interests of their customers and ensuring that they deliver the same
high-quality experience on every occasion.

The origin point of great brands, and the genesis of their transi-
tive experience, as we mentioned above, is often found in individuals,
from Coco Chanel to Walt Disney. Her and his obsession with the
sublime detail, and the artistic merit with which one implements
sublime detail, causes key decisions about style and meaning to be
made early in a company’s history. Chanel’s choices are characterized
by outstanding quality in materials, extraordinary expertise in pro-
duction, superb design, and marketing and sales people who em-
brace her vision. These choices form patterns that are embedded in
a business’s cost structure and market appeal. They become part of
the legend and reputation of a company. They strongly influence
the selection of successive managers. Locking in a preference for
perfection over cost, and an uncompromising insistence on the sub-
lime, creates collectability and benchmarks luxury. That is why the
very great luxe companies—Cartier, Beretta, Hermès, and so on—
transcend time. They last a long time because their need to produce
the sublime is not a nicety but rather a necessity that is a cultural
virtue of the organization. Excellence is in their DNA.
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A variety of other benefits derive from strength in history, scarcity,
design, clientele, and materials. Obviously, profit margins are strong,
both on each individual sale and because of the intense loyalty that
such brands typically inspire. A luxury automobile brand with a 60
percent repurchase rate, for example, has 60 percent of its sales for
the year essentially locked in on day one, dramatically reducing sales
and marketing costs. But at their core, profit margins and loyalty both
stem from perhaps the most potent force in luxury branding: intense
emotional connotations and connections. Consider, for example, Car-
tier, a brand that is truly distinctive on all five dimensions of history,
scarcity, design, clientele, and materials. Its transitive nature and con-
sistency of quality minimizes downside risks. But giving Cartier as a
gift, in its famous and emotion-laden red box, is less about product
quality per se, and more about making the statement that ‘‘you deserve
something of exquisite beauty and the highest standards.’’

Consider this simple test of the importance of emotional connec-
tions: Suppose you could own all the physical aspects of Mercedes-
Benz—the manufacturing plants, the distribution pipeline, the dealer-
ships, and the customers. Or you could own the name Mercedes-Benz.
Which would you choose? Of course you would choose the name. All
the physical assets of the company could reliably be replicated in rela-
tively short order with enough money. The name, however, and all the
rich emotional connections with it, could only be reconstructed with
decades of effort, dedication, and consistent performance.

The Sublime Art of Learning Sublime Distinctions

In any category, there are true enthusiasts—passionate, emotionally
involved savants who appreciate the fine details of distinction that
create the auction markets that in turn define the true range of value
in any category. A two-seat Nash Rambler that sold in the 1950s for
$1,200 sells today as a luxury car in auction markets for $22,000,
representing a five- to six-fold increase in value, after adjusting for
inflation. Was it a luxury in the beginning? No, but today it is be-
cause its uniqueness has rendered it an extraordinary collectable
available only to the few who can appreciate the special ambiance of
that strange little car. Opinion counts, and luxury is in the eye of the
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beholder. This rare people-mover fits the definition of luxury for its
unique category in terms of design, scarcity, transitivity, emotional
connection, and so on. For the enthusiast, it simply rocks.

Learning these qualities and details takes time and experience,
and for the majority of wealthy consumers who come from the mid-
dle class, familiarity with these details is not part of typical house-
hold communication. Furthermore, no one has the time or interest
to learn all the distinctions in any given category. Brand partially
offsets that ignorance, particularly in categories in which one doesn’t
care to develop expertise.

For example, if several of the finest wines in the world were
placed in a blind taste test with forty other varietals across the price
spectrum, the typical wine drinker could not tell the difference
among them. Differences in taste and bouquet are incredibly subtle.
Indeed, one recent study found that people could not tell the differ-
ence between $5 bottles of wine and $90 bottles of wine, even
though they believed they could. However, if price tags are attached,
they report liking wine labeled as $90 more, even if it was just the
$5 bottle of wine with a $90 price tag placed on it.2 A wine enthusi-
ast may be able tell the difference, but this extra mile, this sublime
final step up to the top of the taste and quality hierarchy, is discern-
able only after considerable time and education. The budding enthu-
siasts learn, however, that price and brand are good predictors of
quality. It is assumed that experts have set the price, and that a
respected brand reflects the best in manufacturing, distribution, and
taste. They are confident they will not be judged as inexperienced or
poor hosts by placing a great wine in front of their guests—moreover,
the act of choosing well expresses affection. Except for the true con-
noisseurs, most of the wealthy derive this form of pleasure and satis-
faction from their experiences with fine wines.

The knowledge of the sublime takes time to acquire, and the
wealthy learn these distinctions one category at a time, proceeding
in an order based on their needs and interests over a period of
roughly twenty years, starting with their first significant liquidity ex-
perience. The process covers more than 500 categories wealthy peo-
ple shop and interact with, running the gamut from scheduled
insurance policies, to fine wines, to extraordinary automobiles, to
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fine fabrics, to interior design, and even to the selection of the proper
swimming pool manufacturer (see a small sample in Table 6-4).

The journey begins with a learning process in which one learns
how to learn. The process typically begins in American public institu-
tions where the real art of education is teaching people how to learn
on the fly. But from that process the wealthy learn to distinguish
details, and it is the details that separate the wheat from the chaff in
luxury products. Specifically, the wealthy learn to weed out errors of
commission (in statistical parlance, ‘‘Type I errors’’) from errors of
omission (Type II errors). The luxury consumer relies on retailers,
brands, reputations of excellence, and personal agents to avoid mak-
ing a mistake in the selection of tastes and values. An agent can be
a professional like a decorator, an art buyer, a personal shopper, a
broker, or even a maven. The expert influences choice through wis-
dom and experience, and helps people avoid errors of commission—
the selection of an underperforming product, a service ill-suited to
their lifestyle, etc. Errors of omission are avoided through the process
of observing the lives of other wealthy people and paying attention
to the advertising about what ‘‘ought to’’ constitute the wealthy life.
Through that process, the wealthy make decisions about what they
will own and the roles those things will play in their lives, largely
filtered through the lens of what they believe will appeal to them
personally—from private jets and clubs to exotic vacations on the tip
of South America. Errors of omission are avoided by listening care-
fully, watching others, and letting their senses do the talking.

In each category, the enthusiast learns to enjoy and appreciate

Table 6-4 A small sample of categories in which
sublime distinctions must be learned

Luxury Items Travel Around the House Services

Jewelry Hotels Food Investment firms

Watches Cars Wine Private banks

Clothing Private jets Appliances Charities

Handbags Boats Dishware Housecleaning services

Wallets Motorcycles Glassware Dry cleaning

Art Bicycles Decorating Gardening services
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the subtle distinctions. But as we have seen, just as important are
the emotional benefits that derive from appreciating these distinc-
tions. For some, a dress by Chanel takes them back into the glamor-
ous life of Coco Chanel herself. For others, a dress by Stella
McCartney does the same. A music enthusiast savors the craftsman-
ship and feels connected to the history inherent in a $7,000 Wur-
litzer jukebox, even if an iPod can deliver the same sound quality.
(By the way, the enthusiast probably has an iPod too, which he ap-
preciates for its own design elegance.) Buying a jet from Challenger,
Lear, or Gulfstream is about getting an excellent product with an
outstanding safety record. At the same time, it is about appreciating
the engineering commitment and excellence of the companies that
make them. About 10 percent of the wealthy consider themselves
art connoisseurs, but that’s been enough to create a boom in the $5
trillion art market over the past decade. The problem is that only
superb works by superb artists gain value. So you can either devote
yourself to understanding the subtle distinctions in fine art, or you
can invest in an art hedge fund and trust the fund manager to under-
stand those distinctions for you.

When we asked our respondents about their favorite objects in
their houses, many responded with enthusiasm, and their detailed
knowledge of the sublime distinctions in categories of interest shone
through, along with the emotional connections that truly unique ob-
jects can create. For example:

‘‘My John Henry Belter cabinet in my bedroom from 1840. I
wanted a piece of Belter’s for years. He was the finest in
laminating rosewood. He didn’t discover the lamination
process but he perfected it. He took ten to twelve layers of
rosewood averaging 1/600th of an inch thick, he put them at
90 degree angles, and glued them in a very sophisticated
way. The resulting backing is in ten to twelve layers, and it’s
the most exquisite, wonderful thing . . . there’s a feeling I
have when I’m around that kind of furniture, a feeling of
comfort, safety, sereneness that I get with nothing else.’’

‘‘I have a Wolf [professional-quality oven] in my house. . . .
It’s the sexiest thing in the whole wide world. And yet it
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functions beautifully and it gives off that look. Our deal is all
about looking spiffy and having edge and being just a little
bit, you know, commercial, out of the home, thinking out of
the box. . . . The Wolf is all of that.’’

[Describing his world-class collection of Native American
art] ‘‘I didn’t buy things that were made today because those
objects were made for sale. Ninety-nine percent of everything
I have was made for ceremonial or utilitarian use and has a
real soul to it, because it’s from a real person and a real cul-
ture and a time and a place and conditions that I have tre-
mendous respect and admiration for. I love the heartiness
and ability of these people to be so intelligent and to express
themselves with their hands and to believe in the things they
believed in. I love every bit of it and have traveled extensively,
read extensively, collected extensively, have been in the base-
ments of museums, known the leading museum directors and
curators and writers and experts all over the world.’’

Sophisticatering: The Art and Science of Teaching
Sublime Distinctions

When sublime distinctions come to define luxury, then the essence
of effectively selling luxury products is helping customers become
more sophisticated about the sublime distinctions in the category.
We call it sophisticatering, from sophisticated, meaning ‘‘cosmopoli-
tan,’’ ‘‘refined,’’ ‘‘complex,’’ and ‘‘cerebral,’’ and from catering, meaning
‘‘to be attentive,’’ ‘‘to minister to the needs or wants of.’’

The associates in high-end jewelry stores, for example, are
trained extensively in explaining the sublime differences between
their offerings and more mainstream ones. Saks Fifth Avenue gives
tours for the newly wealthy in how the store is laid out, how they can
access its more sophisticated shopping services, and so on. Many of
our sales training programs focus on educating sales staff on the
realities of today’s wealthy, precisely so they can build more rapport
and do more effective sophisticatering. When we ask the wealthy
what attributes they want in a salesperson, product knowledge is by
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far the most important. Sales excellence in luxury markets is much
less about creating a welcoming feeling or a luxurious atmosphere
and much more about understanding the sublime distinctions. In a
sense, today’s wealthy want a retail docent.

Marketing and advertising of luxury products often miss the
mark in terms of sophisticatering. Much of it still relies primarily on
celebrity endorsements, which generally fail to explain sublime qual-
ity and are not terribly persuasive among the wealthy. Other attempts
rely on assertions that provide little in the way of education or true
differentiation (e.g., a private jet company that asserts without evi-
dence that its planes are fast, safe, and luxurious, just like the asser-
tions from all the other jet companies).

Some companies, however, have navigated these challenges
quite effectively. Breitling’s watches, for example, were initially de-
signed for aviation professionals, and the company has been adept at
communicating how its watches go a step beyond in terms of quality,
ruggedness, sophistication, and accuracy. (For example, the proprie-
tary Superquartz is supposedly ten times more accurate than a stan-
dard quartz watch movement.) Some models even have a truly
unique feature—an emergency radio transmitter—that has saved the
lives of some pilots, and is available to nonpilots only upon signing
a waiver stating their willingness to pay for rescue services if they
accidentally trigger the transmitter. As a result of this sophisticate-
ring, the company has acquired a loyal following among watch afi-
cionados, including Brad Pitt, Jerry Seinfeld, and Tom Cruise.

Obviously, Hollywood celebrities generally don’t need aviation-
quality timepieces (although they may at some point benefit from
the emergency safety feature). Instead, their affinity for the Breitling
brand comes from the fact that they are sophisticated collectors of
jewelry, and they have an appreciation of what makes these particu-
lar watches truly unique. They can realize the artistry, the precision,
the history, and the uniqueness of the product, even if its most obvi-
ous utilitarian features aren’t directly relevant for them. The fact that
Breitling has celebrity users is an outgrowth of its product excel-
lence, rather than the main thrust of its marketing efforts—in a
sense, its elite clientele becomes a proof point for its claims of sub-
lime quality.
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Those retailers who have successfully marketed luxury products
online have learned the art of Internet sophisticatering. Natalie Mas-
senet, creator of Net-a-Porter.com, has built one of fastest growing
online luxury retailers in large part by emphasizing Vogue-like articles
over Amazon.com–like product descriptions. With articles like ‘‘A to
Z of Spring: 26 Ways to Start Afresh in the New Season’’ and ‘‘Fash-
ion Resolutions: Commit Yourself to a Chic and Fashionable New
Year,’’ readers are engaged and understand the relevance of luxury
items to their lives. And along the way, they learn the subtleties that
differentiate those items. As Massenet puts it, engaging stories ‘‘tell
readers what makes the items for sale so special. You have to keep
the magic. If you reduce it to a garment, you are missing the point of
what that garment is all about. It becomes a generic item.’’3

The Opportunity for New Luxury Brands

In many respects, there has never been a better time to launch a new
luxury brand. The gravitational pull of wealth has concentrated ever
more money in the hands of fewer people, making targeting easier.
A variety of brand-related dynamics make the opportunity even more
promising.

Brands per se are less important than quality. We saw earlier how
the vast majority of the wealthy are looking for quality and self-
expression over brands and public expression. Although classic lux-
ury brands are still valued, they are by no means a requirement for
high-end purchases. In fact, in many categories, consumers arrive at
the moment of purchase understanding the product options they
want, but being open to any number of brands (see Table 6-5).

Repeat purchasing is strong. Brand loyalty may not be the right
phrase, as that implies an emotional commitment to staying with a
brand regardless of circumstance. But there is a definite three-stage
pattern to luxury purchases: discovery, experimentation, bonding.
We’ve seen the openness to new brands, which brings with it a cer-
tain thrill of discovery. Next, experimentation sets in as the buyer
tests different brands in different contexts, both through his or her
own experience and those of others. Finally, buyers become bonded
to certain brands, often after they achieve firsthand experience of the
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Table 6-5 Brand openness in traditional luxury
categories (% of responses)

Jewelry/ Designer
Watch Apparel Shoes

I knew the exact brand
and options/details I 19 15 18wanted from the very
beginning.

I knew which brand I
wanted to buy, I just

30–40% know what

needed to decide on the 23 12 15

brand they want

final options/details
offered by the brand.

I pretty much knew what
options/details I wanted
in a product and I just 36 40 35

60–70% are open

needed to decide on the

to brands

final brand.

I bought on impulse,
without really knowing
the brand or options/ 23 33 31
details I wanted in
advance.

sublime distinctions at the high end of the category. Once someone
has bought their first Cartier watch, for example, he or she tends to
buy another.

There is a window of opportunity in cause-related marketing. Re-
call the drivers of brand enthusiasm in Table 6-1. There are two key
drivers we have not yet addressed: 79 percent look for brands that
‘‘allow me to do something good (e.g., support the environment, give
to charity, etc.),’’ and 75 percent like brands that ‘‘reflect a generosity
of spirit.’’ As we’ll see in a later chapter, the wealthy are involved in
philanthropic endeavors in a very hands-on way, and that extends to
their purchasing. Two-thirds are willing to pay premium prices for
brands that support charitable causes. But in this respect, there is a
huge gap between the desires of the wealthy and what luxury brands
are delivering. We gave our respondents a list of thirty-seven of the
top luxury brands in the world and asked them which ones are doing
a very good job at being involved in significant ways with charitable
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causes. The top scoring brands? Donna Karan and Ralph Lauren tied
for first place, with a mere 6 percent of those surveyed giving them
favorable ratings. Stella McCartney and MAC Cosmetics tied for
second place, both with 5 percent. Seventy-nine percent of the re-
spondents said none of the brands walked the walk in terms of char-
ity and causes. Many brands fared poorly because cause-related
associations are often seen merely as casual promotional tie-ins. To
effectively leverage what is clearly an opportunity for new brands
seeking to gain a foothold in the luxury space, the charitable cause
must be closely and meaningfully associated with the brand itself.
For example, a private jet company may be seen as authentically
connected with an organ donation charity (requiring rapid transport
of organs to recipients in need) or a charity that provides dream
vacations to terminally ill children (who need close medical attention
during their travels).

Given this confluence of factors, it should come as no surprise
that new luxury brands are emerging each day. Some are older brands
that have become ‘‘new’’ again, but what defines them all is that they
mostly fly under the radar for average consumers. Indeed, one of our
colleagues jokingly calls these ‘‘Palm Beach brands’’—if you’re not
part of the wealthy elite in Palm Beach (or Greenwich or Aspen,
etc.), then you probably don’t know them.

For example, Belgian shoes are hand-sewn, long-lasting, and in-
credibly comfortable; their casual, nonconspicuous designs are mak-
ing them a favorite among today’s wealthy. Stubbs and Wootten
shoes are also well known among the wealthy, but much less so
among the aspiring middle class, and the company takes a more obvi-
ously upscale tack. According to its Web site, its ‘‘gamut of shoes will
take you from easy mornings, to lunches at the club or on the boat,
to white-tie benefits for the little lady’s favoritest [sic, intentionally
and ironically] charity. We know the drill.’’ They are perhaps best
known for the custom slippers they created for the Pope and the
British Royal family (and for you, starting at $900 a pair).

Those who spend $75,000 for a Range Rover, but use it only to
drive to the supermarket are also likely to spend $500 for a high-
quality yet inconspicuous Barbour barn jacket. New luxury clothing
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brands include J. McLaughlin, Lilly Pulitzer, Escada, Emilio Pucci,
and St. John’s. You can accessorize those outfits with eyeglasses from
Oliver Peoples, and jewelry from Seaman Schepps and Helga
Wagner. Top them off with evening attire from Badgley Mischka,
lingerie from La Perla, and linens from Schweitzer. After the kids
come along, dress them with the best from Jacadi and Spring Flow-
ers. Each of these brands provides the sublime qualities of true lux-
ury, while helping to maintain a stealth-wealth lifestyle.

The Journey of Wealth

As we’ve seen, discerning the subtle qualities of high-end products
takes place, category by category, over a considerable period of time
and with considerable education. That’s not the only element of
wealthy lifestyles that evolves over time. In fact, just about every
aspect of living with abundance is a learning experience. Those who
have had money for many years are very different from those who
have just recently had their first liquidity events, and every aspect of
the marketing and product mix should be refined accordingly.

As we work with companies looking to build relationships with
wealthy individuals, we have found this simple concept to be one of
the biggest ‘‘Aha’s.’’ The common, yet implicit, assumption that ‘‘if a
person has money, then he must be good at managing money and
buying things’’ is simply not true, particularly not at first. Wealth, as
it turns out, is a journey, not a destination.

Notes

1. Dana Thomas, Deluxe: How Luxury Lost Its Luster (New York:
Penguin, 2007).

2. Hilke Plassmann et al., ‘‘Marketing Actions Can Modulate Neu-
ral Representations of Experienced Pleasantness,’’ Proceedings of
the National Academy of Sciences 105, no. 3 (2008): 1050–1054.
Published online on January 14, 2008, 10.1073/pnas.0706929
105: http://www.pnas.org/cgi/content/short/105/3/1050

3. Quoted in Dana Thomas, Deluxe.

http://www.pnas.org/cgi/content/short/105/3/1050


C H A P T E R S E V E N

The Journey of Wealth
The Arc of Maturation

‘‘We got richer instead of poorer, and we got good at

living richer. but it sure put a load on us

to figure it all out.’’

—One of our wealthy research participants

AMERICAN WEALTH TODAY typically occurs in lump-sum distributions.
Whether you are a Goldman Sachs investment adviser, a McKinsey
partner, a number one overall football draft choice, or a successful
entrepreneur, real wealth is not so much accumulated by patient
saving as it is delivered in lump-sum checks. It does, however, typi-
cally come after years of hard work and comfortable but not affluent
living. This is particularly true for the successful entrepreneurs who
make up the bulk of today’s new generation of wealth.

Most new companies are ‘‘bootstrapped’’—that is, they are fi-
nanced on a relative shoestring, using personal savings, credit cards,
and loans from family or friends. Founders often go without salaries
during the early years, they mortgage their houses, they tap their
retirement funds, and they take considerable risks to get ventures off
the ground. In retrospect, the ‘‘origin stories’’ of successful compa-
nies take on a certain romance, but at the time they are often scary,
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potentially family-jarring leaps into the unknown. A successful vine-
yard owner described his leap this way:

My transition from the corporate workaday world to [running
a successful business] involved, first, giving it all up, sacri-
ficing, and living on a vineyard without electricity. Without
running water. Without a toilet. In a double-wide mobile
home. With an eighteen-month-old and a three-and-a-half-
year-old. With no income, no cash flow, no nothing. Nose-
diving into debt. All to get this thing up and running.

Even those few entrepreneurs who manage to get venture capital
funding tend to live in modest comfort for many years while the
company builds toward acquisition or an IPO. Venture capitalists
like to keep founders and managers hungry, avoiding early liquidity
events that might sap motivation or lead the team to dissolve prema-
turely.

After a middle-class upbringing and years of striving, lump-sum
wealth leaves most woefully unprepared for the challenges of living
with abundance. These challenges may not bring much sympathy
from the average American, and they are challenges we would all
like to face, but they are formidable in their own right, nevertheless.
Remember, they grew up middle class, with fathers and mothers
extolling the virtues of hitting the books, getting a job, and always
doing the right thing so as not to tarnish the family name. They
were not learning the art of discerning sublime distinctions between
Cartier’s tank watch and Bulgari’s solid gold competitor; they were
not learning to tactfully rebuff a distant family member’s request for
a handout; they were not learning how to run the renewable family
charitable foundation. The Rockefellers, Carnegies, and Mellons
trained their children in the arts of sophisticated spending, investing,
and philanthropy. Middle-class kids were told to save a third, spend
a third, and give a third. For example:

My husband and I are ‘‘first generations’’ to the wealth that
we have created, so there are lots of surprises along the



The Journey of Wealth 115

way—things you don’t expect. And there’s nobody putting
their arm around you, helping you figure things out. For in-
stance, when we took the company public, nobody said:
‘‘Here are five things that you need to really think about.’’
Even with both of us being people who go out and really
seek advice and counsel and help, there were a lot of things
. . . that I was absolutely broadsided by. . . . I really got
educated after the company went public. And we spent a lot
of time in New York with [our financial adviser] and it was
quite an education; quite a broadening of our horizons . . .
there is an incredible learning curve when you come from a
background in the humanities or psychology.

Wealth, then, is a journey. Psychological research has shown that
all change is stressful, even positive changes like sudden wealth; and
the fact is that money brings considerable change to every aspect of
life. Eighty-three percent of the wealthy describe having money as ‘‘a
real learning process.’’ Half agree that, ‘‘As I have gained more afflu-
ence, it seems that my social network has changed with it.’’ Half
have been, in their words, ‘‘ripped off.’’ For good and bad, living with
abundance is a process of change and maturation.

The length of time people have been wealthy is one of the most
powerful predictors of not only how they spend money but also how
they view themselves and live their lives. Years of being wealthy
brings depth and experience—and new challenges. Living with
abundance is a journey that requires evolving middle-class values,
tastes, and aesthetics into a life that accounts for both wealth and a
solid value system. It is a transformation we call the arc of matura-
tion. This process of maturation begins suddenly, often on one spe-
cific day.

Liquidity Events and Lump Sums: The Day
Wealth Happens

In his autobiography Made in America, Wal-Mart founder Sam Wal-
ton reflected on the lessons of his life: ‘‘Somehow over the years,
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folks have gotten the impression that Wal-Mart was something I
dreamed up out of the blue as a middle-aged man, and that it was
just this great idea that turned into an overnight success . . . Like
most other overnight successes, it was about twenty years in the
making.’’

Wealth typically dawns in a sudden, liberating, head-spinning
moment, after years and decades of hard work. The story of Jim
McCann is typical. McCann, like so many others in the top 1 per-
cent of the wealth distribution, did not set out to be rich. But he did
have an unquenchable thirst to build something and a desire to make
a difference in the lives of others. His father was a painting contrac-
tor, a small-business owner rather than an entrepreneur. He did rea-
sonably well, but had none of his son’s fervor to grow his company.

McCann’s first career was as a social worker and he found him-
self as an administrator at the St. John’s Home for Boys in Rockaway,
New York. He worked there for fourteen years, helping troubled and
underprivileged kids who were seeking to overcome the effects of
poverty, drugs, and emotional distress. ‘‘I was horrible at it,’’ he told
us. ‘‘I was worried that a kid in my care would be hurt or killed, or
that I would be hurt or killed myself. But the Brother who ran the
Home became my mentor. I came to understand how much people
need social intimacy and connectivity, and my experience there
greatly influences the management style I use in the business today.’’

In 1976, while he worked as an administrator of the Home for
Boys, he purchased a flower shop in Manhattan for $10,000 and
called it Flora Plenty. He continued to operate his flower shops on
the side for the next ten years while working at the boys’ home. Like
most small businesses, he got the funding through his own savings
and borrowed a little from family and friends. He overcame his lack
of financial savvy (at first, he said he was ‘‘running a cash business
with a cigar-box mentality’’), and grew it into a moderately successful
chain of fourteen shops. In 1987, he leveraged his personal assets,
mortgaged his house, and sold ten stores to purchase 1-800-FLOW-
ERS, a nearly bankrupt Dallas-based company, because he believed
that toll-free telephone shopping would be the next logical step for
the industry.

In a process that Jim calls ‘‘due negligence,’’ he paid $2 million
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for the 1-800-FLOWERS business, and discovered only later that he
would need to spend another $7 million covering debts and liquidat-
ing assets. His decision making was driven as much by his values
and his upbringing as by purely financial concerns. ‘‘Most of the debt
was owed to florists who had done business with 1-800-FLOWERS
under its previous ownership,’’ he told Inc. magazine. ‘‘People advised
me to just give up and file for bankruptcy, but that was not an option
for me. Morally, I think bankruptcy is wrong, and I knew that our
bankruptcy would have had a severe impact on florists all across the
country. Instead, I said: ‘Look, we’ve made a mistake. Now, to pay
off our debt, we’ll just have to expand our plans, play on a bigger
stage, and be successful sooner.’ ’’

Five years later, McCann was out of debt. Next came what he
modestly called a series of ‘‘logical next steps’’; others might call them
a series of remarkably innovative and savvy growth strategies. In Jan-
uary 1991, he began advertising on CNN and gained tremendous
exposure there during the first Gulf conflict. In 1994, McCann be-
came the first retailer to partner with a little-known start-up called
America Online. He instituted consumer-friendly policies, such as a
seven-day freshness guarantee, a 100 percent satisfaction guarantee,
and a frequent-buyers club. He created a ‘‘documercial’’—a flower
industry–first combination of infomercial and documentary. As the
1990s drew to a close, 1-800-FLOWERS had become a $300 million
business. He was financially comfortable, but far from wealthy: he
and his wife had a combined net worth of perhaps a few million.
Then came the day 1-800-FLOWERS went public.

McCann’s investment banker—Goldman Sachs—put the offer
to the market at 10 a.m. on August 2, 1999. At lunch that day, Jim
was escorted into the private dining room of the chairman of Gold-
man Sachs. Imagine the room, if you will. It’s a theatrical setting for
business elegance: paneled in oak, with shelves of books and expen-
sive glass objects surrounding a table covered with a snappy linen
tablecloth. Four chairs were at the table, one for Jim, one for his
brother (who had become Jim’s right-hand man in running the busi-
ness), one for Goldman Sachs chairman, and one for the lead banker.
An extremely efficient waiter attended to the food. The environment
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was seeped in old money—wealth, power, and majesty. It was a place
where great moments occurred routinely.

Jim was escorted to his chair. Lunch was served. And the chair-
man of Goldman Sachs told Jim how proud they were to have 1-800-
FLOWERS as a client. He explained that the offer hit the street at
10:07, it was oversubscribed (a good thing), and all the shares were
sold by 11:15. He then handed Jim an envelope, explaining that it
contained a check with his share of the proceeds after taxes. Jim
took a peek—millions beyond his dreams . . . an envelope filled with
freedom. In a moment—the snap of a finger, the blink of an eye—
Jim went from a comfortable, affluent middle-class life to real
money. And everything wanted to change, but Jim wanted to keep
his life as ordinary as possible. As we shall see, much of the lives of
successful men and women is spent managing this dilemma.

Today, you might mistake Jim for a middle school teacher or your
local pediatrician, but his stake in the company has been valued at
upwards of $400 million. As he recounts the story of that day, he
still can’t quite believe it. Nothing had prepared him for that mo-
ment. Jim, in an instant, was thrust into apprenticeship.

Apprenticeship: Caution in the First Five Years
of Wealth

Those who have been wealthy for five years or less, we call appren-
tices. They still struggle with the feeling of unreality, with the sense
that their sudden wealth might just as suddenly disappear. They still
have an unadulterated middle-class appreciation of wealth, which
translates to a pervasive sense of caution.

Financial Caution

Despite their tremendous wealth, 43 percent of apprentices worry
that they will run out of money (a figure that drops dramatically as
the tenure of wealth increases). They are price-conscious shoppers
and conservative investors. Their business is still their primary source
of income, and they know firsthand how quickly business fortunes
can reverse. No wonder they prefer defensive portfolios, resist the
temptation to indulge, and continue to abide by their mantra of living
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within their means. As one apprentice told us, ‘‘We don’t overspend,
we always save and we think really hard about how we will spend
our money.’’

Interpersonal Caution

For all its benefits, wealth can be isolating, particularly for appren-
tices. Old friendships and family ties often get disrupted; new ac-
quaintances have uncertain motives; requests to fund (sometimes
ridiculous) pet projects come at them from all angles. This ensuing
interpersonal caution is one of the core roots of stealth wealth. As
one successful Wall Street financier told us, when he ‘‘struck it rich,’’
he lost most of his childhood friends and felt disconnected from his
family. ‘‘The first call I got was my brother-in-law looking for a loan.
My friends thought I had changed. It’s no wonder I spend much of
my time disguising my success.’’

Apprenticeship is also characterized by concerns that the money
will strain relationships with the children. Apprentices believe that
merit and hard work brought them to the top, and they fear that their
kids will be ruined by wealth, as they may fail to learn the value of
hard work or the modesty so important to middle-class living. Al-
though proud of their success and excited for their futures, appren-
tices often feel very much alone, and they are unconnected to the
networks that will eventually serve as their community and their con-
fidants.

Moral Caution

The anxiety felt by apprentices is, at times, more diffuse and existen-
tial than concerns about money and friends. At a fundamental level,
they fear losing their sense of self—their character and their values.
After a lifetime of striving and dedication, the main thing the wealthy
want is to be judged by their character, not their money. Suddenly,
they have the money to do the wrong thing on a big scale, if they
choose.

Hollywood is typically filled with cautionary tales of actors or
musicians who lost their moral framework after financial success.
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The prevalence of these stories in the media overstates how common
this dynamic is, but it nevertheless remains a concern and source of
caution for the newly wealthy. They don’t want money to change
them, although it inevitably will; they struggle to ensure that it
doesn’t erode their moral fiber.

Shopping Caution

As we’ve seen, the newly wealthy spend, but they do so in a relatively
cautious and price-sensitive manner. They are particularly cautious
when it comes to big-ticket and luxury items. They are only starting
to become educated about the sublime qualities that differentiate
high-end products. Instead, they use price and brands as heuristics;
more often than you might expect, they avoid the highest-end prod-
ucts altogether. Beyond concerns about price, apprentices are reluc-
tant to buy anything that might be construed as a status symbol
because their still-prevalent middle-class mind-set associates these
with the indolence and self-indulgence of traditional aristocratic
wealth.

It is certainly too strong to call apprentices naı̈ve. They are so-
phisticated and successful people. And when it comes to luxury
products, they know their limitations—in a sense, they know what
they don’t know. If we were to offer a completely unfair caricature of
an apprentice, it might be Buddy Ebsen’s character Jed Clampett
from The Beverly Hillbillies. Sudden wealth from an oil strike landed
him and his family in a posh Hollywood suburb. Each episode ex-
plored this fish-out-of-water premise, in which Jed and his family
were confused and overwhelmed by the trappings of wealth. Cer-
tainly today’s entrepreneurial wealthy wouldn’t call a swimming pool
a ‘‘cement pond,’’ but they find themselves initially confused by unfa-
miliar tax laws, complex financial instruments, the subtleties of man-
aging household staff, and the sophistication required for truly high-
end purchases.

From Apprentice to Journeyman

As apprentices mature in their education, they become journeymen.
Multiple liquidity events and greater net worth reduce their price
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sensitivity and sense of risk. Their growing network opens their eyes
to diversified investment opportunities beyond equities. They be-
come aggressive in investment markets as their pool of assets grows
more significant. They begin to dabble in real estate, both personal
and commercial, and often buy second homes.

Journeymen learn to appreciate the status value of objects, and
they feel the tug of rewarding themselves for the hard work and
sacrifice it took to make it. They purchase collectables and become
connoisseurs (see Figure 7-1). They buy their first seriously expen-
sive toys. They see the toys of their newly made wealthy friends and
ask, ‘‘Where did you get that?’’ And so, the journeymen begin experi-
menting in the power of wealth. They begin to join clubs and begin
to have friends who are similarity situated. They also start serving on
boards, and they become active politically and philanthropically. To
the extent that today’s wealthy indulge in conspicuous consumption,
it tends to be during this phase, when they are transitioning from
psychologically comparing themselves with their humble upbringing

Figure 7-1 The wealthy as collectors and connoisseurs.

Length of Time Wealthy 

Total
Apprentice

5 years or less
Journeyman
6–14  years

Master
15+ years

Fine art 19

26

15

14

6

15

8

5

3

3

1

46

39

35

38

24

22

20

9

9

8

8

2

2

29

56

57

26

26

23

16

11

3

9

11

8

4

26

64

Fine wines/champagne

Antiques

Watches/jewelry

Books/rare books

Stamps/coins

Cigars

Vintage cars

Vintage watches/jewelry

Yachts/boats

Thoroughbreds

None of these

Have spent more than $10,000

   in at least 1 category

51%

34%

2%

4%

6%

7%

7%

11%

14%

19%

21%

32%

33%
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to comparing themselves with wealthier and more sophisticated mas-
ters.

From Journeyman to Master

The next inflection point in the journey of wealth occurs after ap-
proximately fifteen years, as journeymen evolve into masters. Masters
are both conservative and aggressive—in a sense, they are very ag-
gressive about being conservative.

Financially, the source of their wealth has shifted from their
business to their now diverse portfolio of investments. They have an
orderly approach to charity, family, estate management, and business
participation. Many, but certainly not all, have the interests and ac-
cessories of the classic aristocrat: clubs, commercial real estate, mul-
tiple houses, business jets, and a healthy respect for distribution.
They become comfortable with the idea of being wealthy and the
role it will have in their family. They are networked and fully realized
members of the wealthy class, and will remain so. They are living the
good life, or at least what society says the good life ought to be.

The distinct attitudes of masters are driven not only by their
decade-plus experience with wealth but also by the fact that their
wealth has grown dramatically. Simply put, wealth ‘‘snowballs’’ over
time, as the gravitational pull of money showed in the first chapter
(also see Table 7-1). From apprentice to master, income grows from
an average of $1 million to $3 million per year. Average assets rise
from $9 million to nearly $75 million. The percent of income from
their business declines from 67 percent to 49 percent as the com-

Table 7-1 The snowballing of wealth across the arc
of maturation

Wealth Maturation

Apprentice Journeyman Master

Mean Household Income ($MMs) 1.0 2.1 3.3

Mean Value of Assets ($MMs) 8.9 27.5 74.6

% of wealth from work 68 63 49

Average Age (years) 48 56 61
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pounding effect of investment returns takes place. While masters are
the smallest segment, they hold nearly 50 percent of all the assets of
the wealthy elite.

Masters are older (thirteen years older, on average) and wiser.
Other than fostering a growing suspicion that more people want to
associate with them because of their money, their lives become less
complicated and they become happier. Their attitudes about chil-
dren, time, and wealth itself become less intense and, in some sense,
more worldly and sophisticated. The capacity to spend, and the will-
ingness to pull the trigger, also grow over the maturation curve.

Purchases of fine art, antiques, and jewelry go decidedly uphill.
Among masters, roughly two-thirds spend over $10,000 per year in a
‘‘category of passion,’’ one-third have a boat, and one-quarter own a
vintage car. Significant increases are also seen in the two major
sources of ‘‘splurge’’ spending—home and travel. On average, mas-
ters spend twice what apprentices do on home renovations, three
times as much on personal travel, and four times as much on home
furnishings.

For the most part, new interests and purchasing patterns tend to
be ‘‘added on top of’’ existing mind-sets and behavioral patterns,
rather than replacing them. Middle-class attitudes, for example,
weaken across the arc of maturation, but they are still prevalent even
after two decades of wealth, and they remain characteristic of over
half of the masters surveyed (see Table 7-2). Although many atti-

Table 7-2 The gradual weakening of middle-class
attitudes

Wealth Maturation

Apprentice Journeyman Master
% % %

I would still describe myself as 92 77 68
middle class at heart

I consider myself a person with 75 70 64
simple needs

I do not care what others think 72 72 60
of me. I judge myself by
my own standards



124 The New Elite

tudes and interests remain largely unchanged by wealth, it is also
clear that years of education and sophisticatering deepen their un-
derstanding of money and their appreciation of aesthetics.

For marketers and people in service occupations, successful rela-
tionships with the wealthy are often built on helping them navigate
the arc of maturation faster and more gracefully. One interior decora-
tor, who became quite successful in her own right by catering to the
wealthy, described the key to her success as helping clients ‘‘gain
connoisseurship.’’ Another described a similar skill in helping the
recently wealthy achieve a new level of sophistication in décor and
in appreciating the differences in refinement between two pieces of
art that ostensibly focus on the same subject matter. As she explains:

The newly wealthy are playing catch-up. They are into the
quick fix—buying in their minds what seems to be a level of
refinement. They buy lots of marble and mirrors, thinking
that’s fancy or popular, but the architecture and the interior
just don’t have the classic elements to it. [Masters] really
understand refined classic country estates and beautiful an-
tiquities and the refinement of art and culture. [An appren-
tice might buy] a piece that’s cranked out by a contemporary
artist that doesn’t have nearly the refinement of a piece like
Thomas Moran’s classic painting of the Grand Canyon or
something that’s done of the Santa Fe Railroad in 1912. They
might buy something of the same basic size, the same basic
foreground, the same basic subject matter, but the differ-
ence between the two objects is night and day.

We’ve seen some of these general trends and tendencies evolve
as people acclimate to financial abundance, and these are the most
common differences among apprentices, journeymen, and masters.
There are, of course, other ‘‘flavors’’ of wealth, and many other ways
of segmenting this population. Some differences are based on basic
personality traits, such as extraversion or anxiety, that remain rela-
tively unchanged by wealth, although additional time and resources
may exacerbate or quell their expression. Still other approaches focus
on reactions to wealth. Some respond to abundance by trying to ac-
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cumulate more; others respond by giving it away. As we have seen,
most live quietly, almost under the radar of marketers and media. As
we have also seen, different groups make distinctly different choices
when it comes to lifestyles, purchasing habits, and brand prefer-
ences. We now turn to understanding these flavors of wealth, and
see how they are shaped by a combination of personality traits and
lifestyle choices.
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C H A P T E R E I G H T

Flavors of Wealth
The Five Lifestyle Choices

‘‘If you’re not thinking segmentation,
then you’re not thinking.’’

—Theodore Levitt, Harvard Business School

WE’VE PAINTED A portrait of today’s wealthy, from their middle-class
upbringing, to the sudden onset of lump-sum wealth, to their journey
from apprentice to master. This portrait is data driven and highly
accurate, but it also represents a portrait of the ‘‘typical’’ wealthy
person, based on averages and common tendencies. There are, in
fact, many flavors of wealth, reflecting different types of well-to-do
individuals from different backgrounds with different needs, atti-
tudes, and aspirations.

In our studies, we used a series of advanced statistical tech-
niques (described in more detail in the Appendix) and identified five
groups with distinct reactions to the value and purpose of money
from personal, familial, and societal vantage points. We’ve called
them neighbors, wrestlers, patrons, mavericks, and directors. As the
overview in Table 8-1 shows, these segments also differ in terms of
their size, the tenure of their wealth, and the magnitude of their
income and their assets.
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Table 8-1 Overview of the five lifestyle segments

The The The The The
Neighbors Wrestlers Patrons Mavericks Directors

% of Wealth Population 18 24 15 13 30

Average years been wealthy 6.7 7.6 17.4 12.0 8.3

Mean Income ($MM’s) 1.1 1.1 1.8 3.2 2.4

Mean Assets ($MM’s) 16.9 19.5 24.9 37.6 39.6

These segments don’t differ much in terms of traditional demo-
graphic characteristics such as gender (80 percent are male), marital
status (80 percent are married), or education (90 percent are college
educated, roughly split between public and private colleges). The
fact that people in these segments are so distinct in their lifestyles
and financial attitudes, yet are similar demographically, highlights
the old adage ‘‘Don’t judge a book by its cover’’ and underscores the
need for marketers to look beyond traditional approaches to under-
standing differences among the wealthy.

The wealthy differ from one another particularly dramatically on
two key dimensions. The first is their philosophical perspective on
how money fits into their lives generally. This is an affective re-
sponse, ranging from emotional comfort with their wealth to fear or
anxiety associated with how wealth may influence their lives (the
horizontal axis in Figure 8-1). The second dimension is more cogni-
tive in nature, ranging from those who mentally associate money
with responsibility and the things that money can accomplish, to
those for whom money is less of an objective and more an incidental
product that will not be allowed to impact their self-perceptions of
character (the vertical axis in Figure 8-1). Combined, these two
dimensions offer a broad overview of the personalities of people in
each segment and how they differ from one another. Note that on
this map, our survey questions are reflected as statements, and the
closer a statement is to a segment, the more it describes how mem-
bers of that segment feel about themselves; conversely, the further
a statement is from a segment, the less it is associated with their
self-perceptions.
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Figure 8-1 Perceptual map of the five lifestyle segments.
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Satisfied with life

Money is not everything
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24%
Tax burden
is fair

Have compromised
values for money

Feel wealthy unfairly taxed

Mavericks

Middle-class mind-set

Not influenced by others opinions

Directors
30%

13%

Neighbors

‘‘My life does not really need to change as a result of having
money.’’

Neighbors are at the far left end of the segment map in Figure 8-1,
and are characterized by their extreme comfort with the role of
money in their lives. Money does not define them; in as many
respects as possible, they have tried to ensure it does not change
them. About one in five wealthy individuals are neighbors, but in
many respects, they are the easiest to miss, as they are most likely to
blend in with mainstream America. These are the successful small-
business owners often found in little towns and suburbs who have
grown incrementally successful over the years, but remain largely
committed to living the same life as they had before accumulating
wealth. Money happened to be an outcome of hard work, something
that could be valuable for a rainy day, but has incrementally less
significance and impact on their lifestyle and self-perceptions than
on any other segment.
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Their more grounded reaction to money may also be because
they are among the newest to it (59 percent are apprentices) and
tend to have less of it than the other segments (three-fourths have
total assets of $5 to $10 million, with an average before-tax income
of a ‘‘mere’’ $1.1 million annually). Of all the segments, they are
the exemplars of having grown up in middle-class households and
retaining that mind-set despite their wealth.

From the outside looking in, we find few cues to their wealth, as
neighbors epitomize stealth wealth. They may appear a bit better off
than those who live around them, but not dramatically so, and they
are far more conservative in spending and displaying money relative
to the other segments. Neighbors are likely to have one of the nicer
houses in town, but its average value of $1 million is about half that
of their wealthy peers. They drive nice but not ostentatious cars,
often American made. For their next car purchase, they are most
likely to consider a Lexus (as do the wealthy in most segments), but
beyond that, they are just as likely to choose a Honda or Volvo as
they are a Mercedes or BMW. They take nice vacations, but their
average of four per year for less than $30,000 ranks lowest among
the segments in terms of both frequency and dollars spent. Eighty-
eight percent traveled internationally in the past year—the lowest of
any segment, but obviously high in absolute terms—although they
are least likely to fly first class or by private jet.

They aren’t particularly ‘‘television people’’—only one-third have
a digital video recorder, and a similar number have a high-end televi-
sion. Relative to the other wealthy segments, neighbors watch the
least television, particularly in terms of news and historical docu-
mentaries, preferring more middle-class mainstays of sports and sit-
coms. Instead, they are the heaviest Internet users and the heaviest
magazine readers, where their interests skew toward finance (Bar-
ron’s, Forbes, Money), news, and sports, and away from titles focused
on food, travel, and luxury. They are most likely to read the Wall
Street Journal, but least likely to read the New York Times. They are
least likely to be connoisseurs or collectors; only one-third have spent
more than $10,000 in the past year on a category of passion (in every
other segment, over half have done so). When they do collect, their
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interests skew toward wine, coins, stamps, or antiques rather than
jewelry, watches, or cigars.

Their ideal shopping experience is less about an exclusive or
luxurious sales environment, and much more about good prices and
getting advice from a skilled product expert; their favorite city to
shop in is not New York or Paris, but rather their hometown. They
have the lowest ownership of traditional luxury brands, although
half own a Tiffany product and one in four owns something from
Hermès (on the other hand, nearly as many have never heard of
Hermès).

Another factor in the neighbor’s approach to wealth is that they
have, in a sense, ‘‘become one with their business.’’ Many operate
family businesses, and are often so comfortable and satisfied with
their life’s work that they don’t plan major changes any time soon.
Of course, that is not to say that they haven’t thought about the
future of their businesses. To the contrary, they are highly likely to
have a well-defined, well-communicated exit plan for their business,
which often involves selling it or turning it over to their kids. They
are also the most likely to have an explicit succession plan for their
business in the event that they suddenly pass away or become too ill
to manage it. Clearly, they have exit plans and contingency plans—
they just don’t plan to execute either soon, as they are quite content
to continue doing what they are doing. Table 8-2 provides an overall
picture of typical neighbors.

One realtor we know, who not surprisingly prefers to remain
nameless, is a perfect example of a neighbor. A few years ago, John
(not his real name) sold his real estate company to one of the na-
tional chains for a significant amount of money. He now has enough
financial wherewithal to retire, buy a bigger house, and live the good
life. The reality is he has not. In his early fifties, John still lists real
estate, advertises himself in the local paper, and is as responsive
and tuned into the market as he ever was. He is equally committed
to showing a $5,000 rental as he would a $5 million mansion. The
reality is that John would have lost the quality of life that he holds
nearest and dearest if he had let money change him or the lifestyle
he presents to the community.

Yes, there was an addition to the house and new furnishings, but
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Table 8-2 Characteristics of neighbors

Neighbors Are Not Likely To . . . Neighbors Are Very Likely To . . .

Feel that money or their business Be emphatically middle class at heart
pursuits have hampered their values
or relationships

Be intimidated by all the investment Describe themselves as ‘‘on top of
options available to them their finances’’ and very conservative

about spending money

Use high-end products to remind Be a discount shopper, believing
them of what they have attained ‘‘luxury’’ is a shallow waste of money

Shop for sport Shop for a reason

Be concerned about their children’s Have had a very close relationship
work ethic with their parents when growing up

Feel their life has become too Describe themselves as someone with
complicated ‘‘simple needs’’

Believe money can buy happiness, or Describe themselves as a spiritual or
at least come close religious person

his demeanor, his apparel, his friendships, and his sense of self did
not change. By most people’s standards, he also takes some very nice
vacations, and while on those vacations he may indulge in excep-
tional dinners out, take some unusual excursions, and do some seri-
ous shopping, but these tales don’t make it to his general friendship
network. He carefully chooses whom he can safely share his stories
with and whom he cannot. Telling stories beyond the means of the
average person could make everyone uncomfortable, and he is far too
sensitive to the feelings of those around him to be so thoughtless.
Indeed, his sensitivity and acuity to those who work with and for him
have been major factors in his success. None of his friends knows
for sure just how much money he really has.

Whether it is a conscious or unconscious decision (we suspect
both), there would be real risk to John if he were to adopt a more
flamboyant lifestyle. An expensive car, more expansive estate, or fan-
cier clothes would all signal that he had taken advantage of or used
the people he has served his entire life. Rather than being a just
reward for a lifetime of working hard and well, his own definition of



Flavors of Wealth 133

overindulgence could cause John embarrassment in his life’s work
or, at the very least, change the ease in relationships he has come to
value over time. For John, this is a simple and easy choice because it
does not feel like a sacrifice to have the life he has always enjoyed.
We suspect John will be joyfully selling real estate for the rest of his
life.

An additional reason the lives of neighbors don’t tend to change
is that they don’t switch their social network and are less often intro-
duced into the next echelon of real wealth, as their businesses tend
to be local in nature. Even as they sell their enterprises, the experi-
ence will not typically involve extended exposure to venture capi-
talists or corporate executives from large companies, who hold
the business and subsequent social networks often associated with
reaching the next stage of affluence.

The reality is that the degree to which a wealthy individual will
adopt prestigious brands and lifestyles often depends on the new
network of business associates and friends he or she encounters with
the transaction of the business and the new life it can bring. If the
business is local in nature, it is more likely that the entrepreneur
will maintain his or her existing lifestyle because exposure to large
corporate wealth and venture scenarios is limited. As we have men-
tioned before, living with wealth is a learned experience, one that
can involve social pressures to step up to a higher standard of living.
Neighbors are far less likely to encounter these forces.

A few neighbors will choose moments to live a double life during
the course of a year, just to experience their wealth. One participant
we spoke with had built a successful sign company that was worth
tens of millions of dollars. On one trip west he decided to try a high-
end luxury hotel to see what it was like. In the course of that trip,
the concierge noticed that he looked as if he were lost and began to
introduce him to the many services available at the hotel. He got into
the best clubs and the best restaurants and was introduced to other
extremely wealthy and successful people. He now leads a regular life
in the small town where he lives, but when he travels, he makes it a
point to get into the best clubs and reports back his experiences to
his new friends.
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Wrestlers

‘‘It’s still a bit of a struggle.’’

In contrast to the simplicity and contentment that neighbors seem
to enjoy, life for wrestlers is more conflicted, as they find themselves
struggling to deal with the paradoxes of wealth. Wrestlers worked hard,
buying into the American cultural belief system that financial achieve-
ment is the ultimate destination for inner peace, self-actualization, and
freedom. But to their surprise, money has magnified, rather than
lessened, the anxieties and insecurities of life that existed before
wealth. They have brought their old problems with them; they have
learned, to borrow a phrase from John Kabat-Zinn, ‘‘Wherever you
go, there you are.’’ Even worse, money has added new problems on
top of their old ones, causing some wrestlers to lose their sense of
purpose and identity. As one wrestler put it to us, ‘‘I was in my com-
fort zone in the fight to get money. Now that I have it, I’m not sure
who I am anymore or what I’m supposed to be.’’

Although they wrestle with the feeling that money has created
as much conflict and anxiety in their lives as it has relief and enjoy-
ment, that is not to say that they want to give all their money back.
In fact, they are most likely to say that money is important to them,
and they are fully aware of how it has made their life easier as well
as harder. But while neighbors feel grounded by their connections to
their businesses, and confident in their knowledge of how to handle
money, wrestlers are, metaphorically speaking, left flapping in the
wind without these solid personal or professional groundings.

Professionally, they are least likely to have a solid exit or succes-
sion plan for their business. On a personal level, three-quarters feel
they are not as in control of their finances as they would like to
be—by far the highest of any segment. Many struggle with the fear
that they could lose all their money and have to start rebuilding their
lives all over again, despite their average of nearly $20 million in
assets. Less than one in four feels he or she has an organized estate
plan and many believe that the distribution of their assets will be a
major source of family turmoil and conflict after their death. Virtually
none of their kids have a good understanding of the value of their
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estate. Heck, forget the kids—over half of wrestlers haven’t told their
spouses of the degree or nature of their financial empire!

On average, wrestlers aren’t miserably unhappy; 88 percent de-
scribe themselves as ‘‘very happy,’’ although this is the lowest of any
of the five segments. But their anxieties, insecurities, and struggles
with the contradictions of wealth are pervasive and far-reaching. Al-
though it is always tenuous to play armchair therapist, we can’t help
noticing that their insecurities appear to be deep-seated as well. They
are least likely to report having had a close relationship with their
parents while growing up, and qualitatively many told us that their
motivation to achieve came in part from compensating for more chal-
lenging childhoods. Whether it was less approving parents or difficult
peer relationships in school, wrestlers often have something to prove
to themselves and the world around them, and their financial success
is one symptom of this insecurity-driven, validation-seeking striving.
Table 8-3 gives an overall picture of typical wrestlers.

Behaviorally, the inner conflicts of wrestlers manifest themselves
as yo-yo spending, sometimes spending with abandon, sometimes

Table 8-3 Characteristics of wrestlers

Wrestlers Are Not Likely To . . . Wrestlers Are Very Likely To . . .

Feel a sense of alignment among Feel anxious, conflicted, and that
their values, interests, attitudes, and they never have enough time for
actions themselves

Feel luxury items like expensive Enjoy using subtle cues like exclusive
watches, jewelry, and cars are a designer apparel or an expensive
waste of money watch to remind them of what they

have attained

Feel that money has made their lives Fear being judged, resented, or
simpler and less stressful running out of money

Have had a very close relationship Be concerned about their children’s
with their parents when growing up work ethic because they have always

had money

Describe themselves as content, Buy sporadically into luxury
religious, or spiritual brands—enjoying them, but

wondering if they overdid it

Be emotional, carefree shoppers Shop for status objects, rareness, and
uniqueness
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denying themselves and their families. Sometimes they pursue
stealth-wealth strategies, liking the anonymity, but miss the acknowl-
edgement of their status. On other occasions, they indulge in con-
spicuous consumption, but that brings conflicts as well—they are
most likely to say that they want other people to know they are
wealthy, but they are also likely to acknowledge that many people
want to be friends with them simply because of their wealth.

Their approach to luxury brands conveys a similar sense of con-
tradiction and vacillation. For example, wrestlers admire luxury
brands, and like the idea of buying them, but they are only about
average in terms of actually purchasing or owning luxury brands.
They are torn between the desire to reward themselves and the feel-
ing that it is being overindulgent. They are torn between liking the
perceived status that comes with high-end brands and the fear that
others will judge them, or possibly even consider them targets. They
find conflict in the knowledge that they can now afford a $250
shirt—and will even buy it and feel good wearing it—and then in the
next moment wonder if they have lost their character and sense of
values for doing so.

They struggle with the idea of indulging themselves when so
many in the world have so much less, yet they have worked hard to
achieve what they have—haven’t they earned the right to enjoy their
money? They are certain that their spouses and families have sacri-
ficed (as they have) to attain financial success. A wrestler will indulge
his wife with a three-carat flawless diamond ring for being there all
these years one day, enjoy the gift briefly, and then wonder if he has
lost his mind for having spent the money.

In a sales context, the wrestler’s insecurity translates into the
search for encouragement and reinforcement. When asked about
their ideal shopping experiences, wrestlers are most likely to feel the
sales process is of critical importance. But they are less focused on
utilitarian product knowledge. Compared to other segments, wres-
tlers are most likely to cite the importance of having a salesperson
who makes a personal connection with them, making them feel like
‘‘the most important customer they have.’’ What really turns them
off? Interacting with a salesperson who treats them like any other
person off the street, or who might look down on them for their lack
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of knowledge in the category. They want to spend more and will
spend more; they just need to get better at it.

One might think that contributing to charity is a relatively unam-
biguous good thing to do, but for wrestlers, even that action is fraught
with anxiety and paradox. Although they donate about as much as
other wealthy people, wrestlers struggle the most in deciding which
charities to contribute to and are most likely to feel that charities are
inefficient in how they use their resources. They primarily support
charities that serve issues or tragedies that have affected their own
lives, which is certainly rewarding, but also serves as a reminder of
their struggles and setbacks. They are least likely to have their own
charitable foundations, but have the highest intention to do so
‘‘someday.’’

Anxiety and contradiction pop up in many areas of the wrestlers’
lives. They like international travel, but are cautious of the risks in-
volved, so they tend to do it close to home, with higher than average
visitation to Canada, Mexico, the Caribbean, and the United King-
dom. They understand the risks of not diversifying their investments,
but at the same time, they look to simplify their decision making and
are most likely to be comfortable having a single wealth-management
company manage all of their money.

They appreciate their wealth, but are most likely to feel unfairly
treated by the government in terms of their tax burden. They are
most likely to be intimidated by the investment options available to
them, but they are least likely to read the financial magazines that
can help. Like neighbors, they aren’t big television watchers, al-
though they do like news and documentaries. Perhaps most telling,
they were among the heaviest watchers of popular ‘‘escapist’’ dra-
mas—in our 2005 survey, for example, these included 24, Boston
Legal, and Desperate Housewives. These might be considered ‘‘tele-
vised cotton candy’’—momentarily satisfying, followed by the feeling
of ‘‘I can’t believe I just wasted an hour watching that.’’ (Not that
we’re judging—at least one of the three authors has continued his
own guilty pleasure addiction to Desperate Housewives long after
many felt it had reached its peak.)

In the meantime, wrestlers like to buy things that can reinforce
their sense of style, technical sophistication, financial means, and
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competence. One particular area of indulgence is the home, where
they spend far more than any other group on remodeling projects,
landscaping, and furnishings. They particularly love home electron-
ics, where they have indulged their interests in plasma TVs, surround-
sound systems, home theaters, high-speed Internet access, high-end
MP3 players, and DVR technology. They are far more likely to be
driving BMWs, Acuras, Porsches, and Audis than the other groups,
but they are least satisfied with their vehicle, regardless of its year or
make. For their next car, their most likely choices are mainstays of
the wealthy population as a whole—Mercedes, BMW, Lexus—but
are significantly more likely than others to be thinking more exoti-
cally, like an Aston Martin, Porsche, or Bentley.

Wrestlers are the youngest segment, with most in their early to
mid-forties, although many are considerably younger. Their success
at such a young age, while their interests and values are still forming,
no doubt contributes to their anxieties. Another factor: Like neigh-
bors, wrestlers are relatively new to money—43 percent are appren-
tices and 44 percent are journeymen—and their profile is similar in
many ways to that of journeymen we highlighted in the previous
chapter. For example, when they come to a collegue’s office, they are
most likely to notice objects of art or unique personal significance
and ask, ‘‘Where did you get that?’’ Objects that convey status are of
particular interest to them, and like many journeymen, they are
heavy spenders on collectables, particularly fine art, watches, and
jewelry. They also tend to be particularly avid readers of publications
such as Vanity Fair and Wine Spectator.

They fear the consequences of wealth, particularly for their chil-
dren. Part of the motivation to acquire wealth was to create a better
life for their children—to give them access to enriching experiences
and finer things. Yet in the process, they are very concerned about
how access to such an affluent lifestyle will ruin their children’s work
ethic, their family connection, and sense of middle-class values that
they hold so dear. The ease with which their kids can get new toys,
new designer clothes, and premier vacations are all in conflict with
the middle-class sense of values most of these individuals carry. In-
deed, three-quarters of wrestlers express concern about their chil-
dren’s work ethic, and 94 percent strongly encouraged their kids to
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get jobs during their high school years. Many find it difficult to ac-
cept that their children are growing up wealthy and cannot seem to
find a way to enable them to be both comfortable and responsible.
Many would like to believe that their children could grow up with
the middle-class values they held. As one of our interviewees, who
grew up in poverty, put it to us:

I haven’t made many lifestyle changes at all, because I want
my daughter to grow up just the way I think people should
grow up. I’d rather have her grow up as a normal child, and
face the world the way everyone sees it. I want her to go to
privileged schools, the best private schools, but I want her to
feel like she’s just like everyone else. I want her to have the
hunger, just the way I had.

If wrestlers can overcome their childhood insecurities and frail-
ties, they may move into the ranks of the mavericks, patrons, or di-
rectors. The shifts in attitudes will be significant, but at the same
time, it’s not difficult to imagine their evolution once years of experi-
ence and comfort kick in. One of the most telling statistics about this
segment—which reflects how widespread the challenges of wealth
are—is the fact that they are the second largest segment, represent-
ing 24 percent of the wealthy elite.

Mavericks

‘‘In Me I Trust.’’

Every few years, one maverick we know (we will call him Jason)
divests himself of his material possessions and his profession, so he
can start again with a clean slate. He has the freedom to do that
primarily because he’s worth hundreds of millions of dollars—and
so, no matter what he sheds, he can buy again anything he wants or
needs.

When Jason was his early twenties, he had no thoughts of
wealth. He was more focused on indulging his passion for alternative
music. In 1993, a friend asked him if knew anything about creating
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an obscure and little-known thing called a Web site. (A year later,
Jeff Bezos founded Amazon.com, and as he told colleagues about his
idea to sell books on the Internet, the most common question he
heard was, ‘‘What’s the Internet?’’) Jason was intrigued, and as al-
ways, followed his curiosity. He and his friend founded one of the
first dot-coms, and with plenty of hard work and great timing, they
built it into a thriving enterprise. As the new millennium arrived, so
did their initial public offering, and lump-sum wealth arrived as a
reward for years of dedication.

Today, Jason enjoys tremendous financial success and is a widely
respected industry leader. He is routinely named in lists of the most
influential people in his industry. In his early forties, he believes he’s
just getting started. He is probably right.

Today he remains chairman of that company he founded a dec-
ade and a half ago and works long hours out of passion, not financial
need. He takes his hobbies, such as his passion for music, just as
seriously. In his ‘‘spare time,’’ he owns blues clubs and produces
music festivals. Some might think that blues, incredibly hard work,
and a multimillion dollar net worth are an odd combination. He
doesn’t care. In fact, that’s what makes Jason a prototypical maverick:
He pursues his idiosyncratic passions with intensity, and doesn’t par-
ticularly care how he appears or what people think about how he
operates.

The mavericks are the smallest of the five segments, representing
13 percent of the wealthy, but they are highly distinct in their moti-
vations and perceptions of value. They enjoy average incomes of over
$3 million each year (highest of any group) with assets of $38 mil-
lion, and they represent a unique set of independent thinkers who
have relied on their own guts and instincts to be successful. Maver-
icks are often serial entrepreneurs who have found success creating
their own businesses, and as primary investors in other companies
where they play a critical role in the practices and choices of the
organization.

Entrepreneurship is a challenging game with high stakes that
mavericks feel confident they can win. The accumulation of wealth
is not the ultimate goal; the goal is to have a business vision and
execute that vision, while recognizing all the major criteria necessary
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for success and all the details necessary to achieve them. They play
to win, ‘‘capitalist style.’’ They take this challenge seriously, as it de-
fines all aspects of who they believe they are. They are far less likely
to give money credit for creating happiness, viewing it more as an
appreciable by-product and proof point of their competence and ef-
forts. They believe they are lucky to have accomplished what they
have, but also firmly believe they have made their own luck. As pure
capitalists, they tend to believe that the opportunity for success in
America is available to anyone who has the drive to pursue it. This
rugged individualism, this ‘‘If I can do it, anyone can do it’’ mentality,
often minimizes the contributions of their intelligence, creativity,
and business sense that distinguish them from the millions of people
who would love to change places with them. Table 8-4 gives an over-
all picture of typical mavericks.

The entrepreneur, almost by definition, marches to the beat of
his or her own drummer. Entrepreneurial success requires pursuing
unique ideas in unique ways, and the willingness to move forward
when others point out the risks and potential pitfalls of uncharted
territory. Mavericks have this quality in spades. They are most likely
to report not caring what others think of them and announcing that
they judge themselves by their own standards. Interestingly, they are
least likely to agree with statements like, ‘‘I am very good at most
everything I do’’—not because they believe themselves untalented,
but because they are willing to pursue new interests and ventures,
regardless of any past relevant experience or success.

Table 8-4 Characteristics of mavericks

Mavericks Are Not Likely To . . . Mavericks Are Very Likely To . . .

Take the safe path Explore the road not taken

Feel traditional luxury products and Spend heavily and without
brands are a waste of money reservation on their passions

Shop for sport Shop with a purpose

Be well-known philanthropists Be serial entrepreneurs and rugged
individualists

Feel they are excellent at everything Take on challenges that intrigue
they do them, even outside their traditional

comfort zones
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As we have seen, mavericks play by their own rules and often
have idiosyncratic lifestyles. We have tried to paint a portrait of a
typical maverick, but that is harder to accomplish for this segment
than for any of the others. On many of our measures, mavericks show
more variability or bimodal distributions, making them more difficult
to describe with a simple statement such as, ‘‘Mavericks tend to be
X.’’

Consider vacations. Over half of the mavericks surveyed have
taken three personal trips or fewer in the past year—that’s the high-
est percentage of infrequent travelers in any segment. But nearly 15
percent have taken ten or more vacations—that’s the highest per-
centage of frequent travelers in any segment. The same pattern
emerges for business travel. Twenty-nine percent of mavericks didn’t
take a business trip in the past year, yet 31 percent took twenty or
more—both figures are the highest among the segments.

This same pattern occurs for basic demographics as well. On
average, mavericks tend to be in their early to mid-fifties, with a $3.3
million annual pretax income and a $3.4 million home. But their
responses on all of these measures show considerable variability and
dispersion; in short, being a maverick is about a mind-set and a life-
style that is only loosely related to a particular demographic profile.
This intra-segment diversity of opinion and interest is apparent in
other ways, as well. They are among the heaviest readers of Architec-
tural Digest, Smithsonian, the Wall Street Journal, and Condé Nast
Traveler; they are also among the heaviest readers of Entertainment
Weekly and People magazine. They are least likely to do home enter-
taining, but are most likely to say that the kitchen is the favorite
room in their house; they are the heaviest readers of Bon Appétit and
Gourmet magazines. They are the most likely to travel to France or
England, but the least likely to travel to the Caribbean and many
other destinations. Simply put, they are not easily pigeonholed.

The maverick approach to the marketplace is shaped by another
unique combination of two attitudes. They are highly likely to de-
scribe themselves as still being middle class at heart; at the same
time, they are demanding and have high standards in the categories
that intrigue them. Mavericks do not define themselves by the
amount of wealth they have accumulated, and so they do not place
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great importance on displaying it. In fact, they most adamantly reject
the more flamboyant designer brands.

They are generally tied with neighbors for the lowest ownership
of traditional luxury brands, and are least likely to read magazines
such as the Robb Report and Worth. Still, they have high expecta-
tions, preferring to stick with the brands they feel have substance,
have been reliable, and can be trusted over time. Flashy brands that
do not offer real meaningful substance behind their artistic expres-
sions are seen as frivolous and wasteful, and those who choose these
brands are perceived as lacking substance and integrity. Mavericks
can take great trips, own beautiful properties, drive great cars, and
never feel they have to apologize for their choices. They bring a prac-
ticality to these choices that justifies their purchases in value, even
if the value equation is well beyond the average American. This is,
in part, because they answer to their own standards, but also because
they perceive themselves to be conservative in their spending habits.

Relative to other wealthy segments, they do tend to spend less
in a variety of outlets and categories: department stores, clothing,
collectables, home renovation, and so on. They will spend where
they have interest and perceive value—indeed, among our groups,
they are least focused on getting a good deal—but they have a tre-
mendous disdain for waste, pretension, and shallowness. In a retail
context, they don’t look for an exclusive or luxurious sales environ-
ment, nor do they want to be made to feel like they are the most
important customer in the store. Instead, they want sales staff who
are knowledgeable, are down to earth, and treat them like ‘‘any other
person off the street.’’

Mavericks are living in the moment, and are inherently self-
focused; as a result, they tend to be less worried about the legacy of
their money. In a sense, their estate plans are more often in their
minds than on paper. While they are relatively likely to say they
envision passing their companies to their children, they are among
the least likely to have actually communicated any kind of plan for
what would happen in the event of their injury or death. They are so
psychologically entwined with their businesses and their ambitions
they often find it difficult to think in concrete terms about any kind
of exit or succession plan. Moreover, their feeling of ‘‘If I can do it,
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anybody can do it’’ allows them a confidence that their children could
(and probably should) do the same thing.

The capitalistic mind-set of mavericks often extends to their
thinking about charities as well. Most do not like charity events, and
as a group they are not overly motivated to give to charities. Maver-
icks tend to be far more cynical about the value of charitable causes,
having seen too many handouts that did not result in lasting change,
or that might even reinforce a deeper dependency among recipients.
Mavericks believe charities should be designed to eliminate their
risky dependence on outside funding, which is generally not the case
for most philanthropic organizations. Other factors dissuade them
from charities as well. They believe that most individuals can rise up
if they choose to (just as they have done), and that market forces will
ultimately guide proper decision making when the economics are
right.

Mavericks do engage charities, but as always, they do so in their
own way. They believe in giving anonymously, for instance. They
prefer to give money rather than time, believing their time is better
spent generating more wealth for future needs than being in the
trenches themselves. And they are particularly intrigued by the
emerging venture-philanthropy approach to charity—one that ap-
plies business savvy and for-profit models to charitable endeavors—
that we detail in Chapter 11.

Mavericks are also less apt to align themselves with organized
politics, being twice as likely as those in any other segment to define
themselves as political independents (37 percent). Nor do they as-
cribe a great deal of enthusiasm for religion. They are far too prag-
matic and self-reliant to be overly invested in the products of faith
beyond their control. They believe that if they live a reasonably good
life here, then heaven should take care of itself when and if that day
comes. Of course, heaven does not come easily, and the entrepre-
neurial lifestyle is not without challenges and temptations. Over 60
percent of mavericks feel their business pursuits have come at the
expense of their family life, and one in four feels they have compro-
mised their values for money; both of these figures are higher than
for any other segment.
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Directors

‘‘Money is serious business.’’

Neighbors may camouflage their wealth, wrestlers may worry that it
will destroy them, mavericks have vowed to not let it reflect their
moral values, and, as we shall see, patrons have come to accept it.
By comparison, directors, who at 30 percent of the wealthy are the
largest segment of that population, place far greater importance on
the attainment and retention of wealth than do those in any other
segment.

Directors have come to see wealth as essential to living a good
life and, as a result, view money as a critical resource to handle
responsibly (by both the immediate family and future generations)
so that the clan will be able to enjoy the high standard of living
necessary to attain happiness and fulfillment. Nearly all of them
want their heirs to be stewards of family wealth, and 87 percent have
established trusts in those interests. Indeed, no other segment finds
money as important as directors, and they cannot imagine life any
longer without it.

Because money plays a greater role for this segment relative to
any other group and perhaps because they have not yet had the years
of experience of patrons, directors are most aggressive about defend-
ing their wealth and building on it. Over 80 percent still define them-
selves as being on the front lines of their businesses, well ahead of
any other group. This steadfast Republican segment (73 percent)
feels that they have earned every penny they have and that the gov-
ernment is usually excessive and wasteful in attempting to tax it away
from them. Directors pride themselves on their competence and
confidence in all aspects of life, including family, business, and fi-
nances. Indeed, two-thirds feel (accurately) that the economy would
suffer if people like them stopped spending. Table 8-5 gives an over-
all picture of typical directors.

With their total assets just ahead of the mavericks, directors are
the most financially successful of the segments, with $40 million in
worth, on average. They have the most sophisticated financial portfo-
lios of the five groups, with more investments in commercial real
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Table 8-5 Characteristics of directors

Directors Are Not Likely To . . . Directors Are Very Likely To . . .

Feel insecure about their financial or Spend extensively in every category,
social standing yet have a confident and classically

conservative approach to investing

Feel luxury goods are a waste of Be the last of the traditional luxury
money shoppers, providing keystone

margins

Believe that money has made their Associate money with happiness,
lives more complicated and feel they deserve everything they

have

Be Democrats Resemble the stereotypes of inherited
wealth

estate, oil and gas, commodities, and currencies. Directors also
clearly have the highest spending patterns associated with the good
life they are creating. One-third own a boat, 60 percent have a sec-
ond home, and over half have three or more cars (typically a new
Mercedes, but many also drive Cadillacs). They far outspend others
in and around the home, from outdoor landscaping to home furnish-
ings.

They are the most avid and highest-spending collectors in virtu-
ally every category, from fine wine to vintage cars and jewelry. They
tie or exceed wrestlers in terms of having high-tech toys such as high-
end televisions, in-home theaters, and high-capacity digital video re-
corders. One-third have satellite radio, the highest of any segment.
They are among the highest readers of the magazines one might ste-
reotypically associate with the wealthy: Cigar Aficionado, Forbes, For-
tune, Travel & Leisure, Departures, Food & Wine, Gourmet, the Robb
Report, Vanity Fair, and Worth. They also read up on country club
sports with Golf Digest and Tennis magazines. (Interestingly, they
report that the library or office is their favorite room in the house.)

They are also the heaviest business travelers, often flying first
class, and nearly one-quarter flying on private jets. They tie or sur-
pass patrons in ownership of virtually all luxury brands, and they
have ‘‘traditional’’ expectations, from a luxury retail experience, to an
exclusive luxurious environment, to salespeople who make them feel
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like the most important customers they have. They are also second
only to patrons in terms of their enthusiasm—monetary and emo-
tional—for charity and philanthropy.

In short, directors are the men and women who lead companies,
serve on corporate boards, maintain powerful networks, and build
family dynasties. Although they are just as likely as the other seg-
ments to have created their wealth through entrepreneurial means,
this segment most reflects the mind-set and lifestyle of inherited
wealth.

George Russell was a director, and in that sense, he sometimes
seemed to be at the center of the world. Everything and everyone
revolved around him. He expected people to come to him, not the
other way around. He had a sprawling network of friends, associates,
partners, helpers, and advisers. He was so thoroughly woven into his
community that it was virtually impossible to make a move without
somehow bumping into him.

Many of his nonprofit endeavors were focused on promoting
global business cooperation, to the benefit of both the world and
his organization. His Russell 20-20 was a learning-focused nonprofit
association of institutional investors, and he created a series of re-
ports to foster communication between public and private sector fi-
nancial leaders throughout the world. He served on the board of the
Woods Hole Oceanographic Institute and was chairman emeritus of
the Museum of Glass: International Center for Contemporary Art.
He was cochairman of the EastWest Institute, and brought to it the
specific focus of educating Americans about the Islamic faith. As
chairman of the National Bureau of Asian Research, he sought to
educate Americans about the potential of globalization to reduce
poverty and to bring the haves and have-nots closer together through-
out the world. He was honorary chair of the Business Humanitarian
Forum. He cofounded the Kendall-Russell Centre for Corporative
Competitiveness in Russia. The list goes on.

In retrospect, it seems that Russell was destined to be a director.
He was born in Tacoma, Washington, attended public elementary
school, and then traveled east by train to Phillips Exeter Academy in
Exeter, New Hampshire, where he spent his high school years. He
did his undergraduate work at Stanford University in California, and
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then came back to New England to attend Harvard Business School.
His business training was interrupted by two years in the army, after
which he completed his MBA at Harvard. After school, he joined his
grandfather’s small brokerage firm with the goal, not of making
money, but rather of building a business.

Within six months of joining up, George’s grandfather died and
George began setting the firm on a new path—what appeared to him
as the next logical step. He steered the company through decades of
tremendous growth, pioneering now-lucrative fields such as pension
fund consulting and asset management. (The well-known Russell
2000 Index—the Dow Jones Industrial Average of small compa-
nies—was created by his firm.) Starting in 1974, the company experi-
enced rapid expansion and has averaged 24 percent annual growth
every year since.

Russell had a number of liquidity events along the way, but his
big one came in 1999, when the company—which was routinely
listed as one of the best companies in America to work for—was
sold to Northwestern Mutual Life for approximately $1 billion. It
continues to operate under the Frank Russell Company name and
serves more than 1,100 clients in some forty countries with assets
exceeding $2.4 trillion. Russell himself is recognized as one of the
four most influential people in the world of institutional investing
(Warren Buffett is one of the others) and received many honors,
awards, and honorary degrees.

When directors describe their lives, it can all sound pretty easy
and inevitable. But it took Russell forty years to reach his big payday.
And, like most directors, Russell always declined to talk much about
the failures, the deals that went wrong, the opportunities that were
missed, and the times he was not able to create good luck for him-
self.

Patrons

‘‘The best thing I do is give—and it’s the most fun, too.’’

There comes a time in life for many wealthy individuals when the
sense of accomplishment attained through business endeavors turns
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less novel, less challenging, and less inspirational. There comes a
point when they say, ‘‘I’ve made it. I am successful. It is time to focus
on giving back. I want to make a difference.’’ This is the defining
mind-set of patrons.

Fifteen percent of today’s wealthy population are patrons, and
they are the most mature of the five groups at an average age of sixty
years, with the majority of them having held their wealth for ten
years or longer. Like the other segments, they are predominantly
entrepreneurs, although roughly one in ten inherited most of his or
her wealth. Two-thirds are empty nesters, whereas among the other
segments, about half have children under eighteen years old at home.
Financially, with an average net worth of $25 million and pretax
income of nearly $2 million, they tend to fall between the ‘‘minimally
wealthy’’ neighbors and wrestlers on the one end, and the higher-end
mavericks and directors on the other.

But demographics and bank accounts are less defining of this
segment than their passion for charity. Philanthropy is the focus of
their lives, not only in terms of how they use their money but also in
how they invest their time and emotional energy. Three-fourths serve
on nonprofit boards. They are pioneers in venture philanthropy
(which we’ll detail in Chapter 11). They seed pro-social and pro-
environmental start-up companies. One in four has his or her own
charitable foundation, and another one-third intend to start one.
They anticipate dedicating 30 percent of their estate to charities
(more than any other segment), and one-quarter intend to distribute
half or more of their $20� million in assets to charities at the time
of their death. Seventy percent indicate that building assets for phil-
anthropic goals is a major life goal. On every attitudinal measure
related to contribution and charity, patrons outscore every other seg-
ment by a wide margin. Table 8-6 gives an overall picture of typical
patrons.

In terms of Maslow’s hierarchy of needs, the freedom that pa-
trons feel to focus on making contributions is, in a sense, a luxury
enabled by their having largely addressed their own financial and
psychological needs. Making the world a better and more beautiful
place is a noble goal, but a difficult focus for wrestlers (for example)
as they struggle with their own real and perceived challenges. Pa-
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Table 8-6 Characteristics of patrons

Patrons Are Not Likely To . . . Patrons Are Very Likely To . . .

Be anxious about their financial Devote considerable time and money
standing to charitable activities

Feel stressed and out-of-control Describe themselves as very happy,
content, and grateful

Describe themselves as having simple Perceive value in sophisticated luxury
needs items, but not define themselves by

them

Feel isolated and targeted because of Feel socially connected to family,
their money friends, and networks of social

influence

trons, in contrast, are distinct in the comfort they feel in so many
areas of their lives.

For example, patrons are more likely than wealthier mavericks
and directors to be free of worry about protecting their wealth, high-
lighting how contentment is more a state of mind than a state of
one’s bank account. Patrons are most likely to have well-thought-out,
well-communicated exit and succession strategies for their business.
They are the least likely to fear family squabbling over their inheri-
tance, and least likely to feel that their dedication to business pur-
suits has come at the expense of their family life. On a personal level,
they are least likely to say that money has complicated their lives, or
that they can never find enough time, or that they need to simplify
and streamline. In a sense, they’ve got it all figured out.

This sense of control and contentment emerges partly because
charity is the defining and grounding element in their lives, rather
than money, possessions, or success. They are comfortable with their
wealth, but it doesn’t define them. Most are adept with technology,
but their gadgets don’t define them, either. They like nice cars, most
typically driving a new Mercedes or Lexus, but they don’t derive their
identity from what they drive. They are least likely to say that they
have compromised their values for money. They have enjoyed money
long enough that they have been able to forget some of the toll it
required to accumulate it, they are far less fearful of the impact it
may have on their family, and they have lost the anxiety of being
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judged by others. They’re not even mad at the government for how
much of their income goes to taxes. They no longer feel a need for
these concerns. They have arrived.

Patrons are also grounded by their connections with friends,
family, and social networks. Money generally leads wrestlers to feel
isolated and targeted. Neighbors stay committed to their mainstream
friendship networks. Mavericks and directors are in social transition
while they develop new personal and business networks among the
other affluent they meet. Patrons have largely completed these tran-
sitions, and have developed wealthy social networks formed with
other do-gooders. Money and charity have combined to be powerful
connecting factors in their lives.

They truly enjoy being part of a charitable social network. More
than 80 percent enjoy charitable events; nearly all of them feel chari-
table organizations use their money effectively. Only 16 percent pre-
fer to support philanthropies anonymously, in part because they like
the social recognition, but also because they like the inherent social
connections. They seek to include their children in their charitable
networks; patrons are most likely to have encouraged their high-
school-age kids to participate in community service activities, and
are least likely to have encouraged them to get jobs. Patrons are,
simply put, social people; two-thirds entertain friends at home sev-
eral times a month or more, far outpacing any other segment.

Patrons invest in causes and campaigns they personally believe
in and that they hope will bring about positive change for society.
Because of their social connections, two-thirds of them feel they can
sway the political agenda more than others, but only one-quarter are
doing so for business purposes. Again, their pro-social mind-set
shines through: They recognize that money brings the power for
change, and they feel a responsibility and desire to do what they can.
This mind-set of taking responsibility to help others, as opposed to a
‘‘Let people pull themselves up by their bootstraps’’ rugged individu-
alism, shapes their political attitudes as well. This is the only seg-
ment of the wealthy in which Democrats (42 percent) outnumber
Republicans (33 percent), and they are most likely to be concerned
about societal issues such as federal budget deficits and the growing
gap between the rich and the poor.
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The nobility of the patrons shouldn’t be confused with self-
denial or an ascetic lifestyle. While patrons may be reluctant to as-
cribe money as a source of happiness, and like to be charitable, they
clearly use it freely to engage in their own pleasures. They are least
likely to describe themselves as conservative in spending money. In-
deed, they spend over $60,000 each year on the six vacations they
take ($25,000 higher than the next closest segment). Their houses
are large and comfortable, typically worth over $3 million. Nearly
eight in ten have vacation properties. Nine in ten own commercial
real estate. The lines of what money buys and who they are have
become blurred so that they now simply embrace this lifestyle as a
state of being rather than something that money buys.

Generous is obviously an apt term for describing patrons, as is
content. Yet another is sophisticated. They are least likely to describe
themselves as having ‘‘simple needs.’’ Although 61 percent still feel
middle class at heart, this is the lowest percentage of any segment;
and in many respects, their connection with their mainstream up-
bringing is diminishing. They are about average in terms of how
much time they spend reading magazines, but their tastes skew
toward relatively sophisticated lifestyle and literary magazines, in-
cluding Architectural Digest, The Atlantic Monthly, The Economist,
Gourmet, Martha Stewart Living, The New Yorker, and Town & Coun-
try. Two-thirds regularly read the New York Times—by far the highest
of any segment. They are regular readers of business periodicals such
as Forbes and Fortune, but have the lowest readership of financial
how-to magazines such as Kiplinger’s or Smart Money. This sophisti-
cation extends to how they shop and engage the marketplace more
generally. Patrons are the only segment more likely to cite New York
City as their favorite shopping place over their hometown.

In a retail context, patrons are least likely to desire a salesperson
who makes a personal connection with them, and most likely to want
an expert in sophisticatering who can explain the sublime distinc-
tions that help determine an item’s exceptional value. Confident in
their own style, patrons don’t look to brands in an effort to help
strengthen their identity; rather, they look for products that match
their own taste and aesthetic. In terms of awareness and ownership
of luxury brands, patrons are generally at par, or nearly so, with direc-
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tors. Both segments express the highest affinity for traditional luxury
brands, including Burberry, Cartier, Chanel, DeBeers, Giorgio Arm-
ani, Louis Vuitton, Tiffany, Ferragamo, and Hermès. Of all the seg-
ments, patrons are the most likely to collect rare books, fine art, and
antiques (although they rank lowest for cigars). Patrons are particu-
larly passionate about the arts; they describe themselves as curious
individuals always seeking to learn more about the human condition,
as well as the objects, experiences, and opportunities that exist to
explain it.

In light of recent wealth formulation in America, we can only
expect the patron portion of the wealthy population to grow signifi-
cantly in the years ahead, as money in America matures and causes
the wealthy to be more relaxed about what they can give without
risk. This trend has gained great visibility with the works of people
like Ted Turner, Bill and Melinda Gates, Gordon Moore, George
Soros, and Warren Buffett. But becoming a patron is generally a
process—it is a state achieved after some experience with wealth.
Recall the story of Jim McCann, who grew up in the middle class
and retains the values he learned as kid and that he espoused to the
boys at St. John’s Home. Jim entered the arc of maturation as a
neighbor, but with ten years of wealth behind him, he became a full-
fledged patron. Although still on the front lines of the flower busi-
ness, he spends much of his time working with other organizations
and distributing his wealth. Jim serves on several corporate boards,
including those of Lottomatica, GTECH Corporation, and Willis
Group Holdings. He also contributes time and energy to education
and to health care as a trustee for Winthrop University Hospital, a
teaching hospital on Long Island.

Summing Up: Insights into Action

Beyond insights, there are a range of practical applications for this
segmented approach to understanding the wealthy population. It is,
for example, a useful framework for understanding the appeal and
potential reach of luxury brands. Any given brand tends to have
greater or lesser presence among each of these segments, and there
is a disproportionate opportunity to expand their presence among
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each. Some brands are capable of holding their appeal across all of
the segments, typically because they are grounded in sound value
propositions based on inherent quality and integrity. Others have a
narrower, more concentrated opportunity.

Some classic brands have become associated with emotional im-
agery and higher prices that combine to focus their appeal among
directors and patrons. Others have a more socially oriented high-
status appeal that can be leveraged with an unambiguous ‘‘I’ve made
it’’ message to wrestlers. More subtle messaging to promote a brand
of solid quality and value would likely appeal to neighbors.

Sales training is another valuable application. Obviously sales-
people in any category, from retail apparel to financial services, can
more effectively connect with well-to-do prospects if they have an
accurate understanding of the mind-sets and attitudes of wealthy
individuals in general. But in our training efforts, we have found
that the greatest leap in sales performance comes with a segmented
approach to selling. Much of our training involves helping sales-
people quickly and unobtrusively assess which segment a prospect
most likely belongs to. Then we help them fine-tune every aspect
of sales approach accordingly, from building rapport to countering
objections to most persuasively describing the benefits of what they
offer. One of our financial service clients has witnessed an average
increase in revenue of several million dollars within one week of its
sales teams being trained in the nature of wealth today, as well as in
the art and science of segmented selling to the wealthy.
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Globizens
Global Citizens and the Waning of Nationalism

‘‘I am not an athenian or a greek,
but a citizen of the world.’’

—Socrates

EVERYONE ALIVE TODAY has always known the world to have one fun-
damental geopolitical building block: the nation-state. In theory, at
least, a nation-state is an autonomous, sovereign territory whose resi-
dents share a common language, culture, and values. Of course, in
reality, nation-states have diverse populations, countries fight over
borders, ethnic minorities struggle for their own nations, and so on.
But nevertheless, it is a way of dividing up the world that is so central
to modern life that most people have rarely considered it could be
any other way.

In fact, historically speaking, the nation-state is a relatively re-
cent invention. On islands such as England, or in areas with strong
geographical boundaries, such as Portugal, something resembling the
modern nation-state emerged nearly a millennium ago. But for most
of Europe, the nation-state didn’t evolve as a dominant force until
the mid-nineteenth century. Germany and Italy, for example, didn’t
emerge as nation-states until the 1870s. Previously, those areas con-
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sisted of very small states or territories, often ruled by monarchies,
and had no defining language because they shared the culture and
language of neighboring principalities (some of these ‘‘micro-states’’
survive to the present day, such as French-speaking Monaco and
German-speaking Liechtenstein). Much of the world outside Europe
was colonized as part of large multiethnic empires such as the British
Empire, leaving local residents with little self-determination. The
nation-state arrived in these parts of the world much later, and often
only after considerable conflict.

Today the nation-state is ensconced throughout the world, and in
our minds. But change is coming. The nation-state is slowly, silently
fading. In many ways, our world is splintering, and broad social struc-
tures defined by geography are quietly being replaced by self-forming
micro-cultures defined more by lifestyles, values, and interests.
Throughout the world, the wealthy are coalescing into one such
global micro-community, with the world’s richest, most powerful
people increasingly connected with one another, yet less and less
connected with the other residents of their own countries. Technol-
ogy certainly plays an enabling role, but for the most part this isn’t
one of those blogging/IM’ing/MySpace communities. It is a real and
virtual community driven by common experiences, shared lifestyles,
collective aspirations, business partnerships, and investment oppor-
tunities. The term ‘‘global wealth oligarchy’’ may sound a little far-
reaching, but it is accurate. We prefer to think of it as the era of
globizens—global citizens.

Globizens and the International Wealth Explosion

Our studies of wealth have focused primarily on residents of the
United States, but the tremendous concentration of wealth in the
hands of a few is a global phenomenon. There are now nearly 10
million millionaires around the globe, and their population is growing
by over 8 percent annually, with the strongest percentage gains in
Africa, the Middle East, and Latin America. (Figure 9-1). Put into
context, the global 8 percent growth rate of the millionaire popula-
tion is seven times higher than the growth rate for the global popula-
tion as a whole, which is approximately 1.1 percent today, and which
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Figure 9-1 Growth rates of millionaires by continent.
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peaked at a ‘‘mere’’ 2 percent during the height of the population
explosion in the 1960s. In fact, the 8 percent growth rate of million-
aires is a higher growth rate than that of any single country in the
world. But even that pales in comparison to the nearly 20 percent
growth rate among billionaires. In 2008, Forbes identified 1,125 bil-
lionaires throughout the world, up from 946 just one year before.

Throughout the world, the new financial elite are remarkably
similar. For example:

• Regardless of their culture of origin, they tend to be self-made
entrepreneurs who value hard work, persistence, and relation-
ships.

• Regardless of their company size or category, their businesses
are multinational.

• Regardless of their language of origin, they typically speak
English, which has become the international language of busi-
ness as well as the preferred second language in many coun-
tries.

• Regardless of their country of residence, they travel widely,
and often have residences in other countries.
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• Regardless of their passions and interests, they aspire to own
the same stuff and the same brands.

The result? Increasingly, wealthy people in the United States
have less and less in common with the ‘‘typical’’ American, and more
in common with their wealthy brethren from other countries.

The Shared Mind-Set of the World’s Wealthiest People

We see the emergence of globizens and the ‘‘homogenization’’ of the
world’s wealthy class when we examine the uppermost echelon of
financial achievement. For example, if we look at the wealthiest few
individuals from each country around the world, we see surprising
similarities in terms of their backgrounds, mind-sets, and sources of
wealth.

In the United States, the stories of the two wealthiest—Bill
Gates and Warren Buffett—are likely familiar to most readers. Bill
Gates was hardly a child of poverty—his father was a successful
attorney and his mother was on the board of directors of United Way.
There have been rumors that his grandfather left him a million-dollar
trust fund, but those have been widely denied. Regardless of the
truth or falsehood of these rumors, it is clear that he generated the
vast majority of his wealth through his own entrepreneurial efforts.
He was only fourteen when he started his first business (with col-
league Paul Allen, himself number forty-one on the worldwide list)
and generated $20,000, a figure that declined dramatically when
their client learned their true ages. He later briefly attended Harvard,
but dropped out and went on to start Microsoft on a relative shoe-
string. Warren Buffett’s story is similar. He was not a child of poverty
either, as his father was a stockbroker and member of the U.S.
House of Representatives. Nor was he an aristocrat. As a youngster,
he worked in his father’s stockbrokerage, and he had various part-
time jobs such as paper routes and installing pinball machines. His
first business was financed like most start-ups today—with money
from family and friends—and he ran it out of his bedroom. He main-
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tains a relatively low-key lifestyle, still has the Omaha house he
bought in 1958, which is valued at less than $1 million.

The next richest American, Sheldon Adelson, does not have the
widespread name recognition of Gates or Buffett, although he has
about half of their wealth, which places him twelfth globally on the
Forbes list. His upbringing was more working class—his parents were
Ukrainian immigrants, and he grew up in Boston’s tough Dorchester
neighborhood. The son of a cab driver, he borrowed $200 from his
uncle when he was just twelve to finance his newspaper delivery
route and later dropped out of college to become a court reporter.
Today he owns the Venetian Las Vegas luxury hotel, as well as nu-
merous other properties throughout the world. In 1995 he sold his
successful trade show business, featuring the high-tech showcase
COMDEX, for $860 million. Another college dropout, Oracle
founder Larry Ellison, is just behind Adelson with a total net worth
of approximately $25 billion.

The commonalities among America’s wealthiest people—self-
made wealth, entrepreneurship, modest backgrounds—are also prev-
alent among the wealthiest individuals from other countries as well.
Mexico’s richest person, second overall in the world behind Buffett,
is Carlos Slim Helu. His father was a Lebanese immigrant who cre-
ated a successful general store in downtown Mexico City. But that
success was nothing compared to what Carlos achieved on his own.
Like Buffett, he started as a stockbroker but found he had more
aptitude for buying and selling companies. He parleyed his initial
successes into more and more acquisitions, particularly in telecom-
munications. Today his companies control over 90 percent of the
landlines in Mexico and nearly three-fourths of the cell phones.
Through the gravitational pull of wealth (and, some would say, un-
fairly government-supported monopolies), his net worth is estimated
to have risen from $20 billion to $60 billion in just two years. Still,
he’s known for his thrifty lifestyle, doesn’t use a computer, and is
proud of the fact that he owns no homes outside of Mexico. The
Wall Street Journal quoted author and friend Alvin Toffler as saying
of Slim: ‘‘If you didn’t know he was the richest guy in the world,
you’d just think he was a likable and intelligent guy.’’
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India now boasts four of the ten richest people in the world, up
from just one in 2007, led by steel magnate Lakshmi Mittal (number
four globally with an estimated net worth of $45 billion). He was
born to a relatively modest family, and his father made considerable
wealth in the steel business. But the wealth from his father’s busi-
ness success paled in comparison to that he created by expanding
the company internationally, and through occasionally contentious
and controversial mergers and acquisitions. Mittal is followed closely
by the estranged Ambani brothers—Anil and Mukesh—who, despite
their conflicts, have managed to multiply their father’s fortune many
times by growing their telecommunications and energy businesses.
KP Singh ranks number eight globally, and like his Indian colleagues
on the list, has exponentially grown his father’s fortune, in his case
one made through real estate. Singh and the Ambani brothers all saw
their net worth increase by about $20 billion from 2007 to 2008.

Europe’s richest person, IKEA founder and billionaire number
seven, Ingvar Kamprad, is known for his thrifty lifestyle. Growing up
on a farm in rural Sweden, he sold goods to his neighbors on his
bicycle, including matches, pens, Christmas decorations, and even
fish. His father helped him finance the company that would become
IKEA, and today he is known for driving an old Volvo, flying econ-
omy, and eating inexpensively at the IKEA cafeteria. Certainly he is
not without the comforts that $30� billion affords, and his frugal
image is in part cultivated to reinforce the Spartan culture of his
company, but by all accounts, the down-to-earth attitude he learned
on the farm remains sincerely and securely intact.

Karl Albrecht, Germany’s richest person, boasts a similar rags-
to-riches story as he worked with his brother to turn their mother’s
corner grocery store into a multibillion-dollar retail empire. He epito-
mizes stealth wealth to such an extent that little is known about him.
In that sense, he is much like Spain’s richest man, Amancio Ortega,
who refuses to give interviews (even pictures of him are rare). The
son of a railway worker who started by making clothes in his living
room with his then-wife, Ortega’s retail empire today includes 3,000
Zara apparel stores around the world.

France’s richest person, billionaire number thirteen Bernard Ar-
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nault, inherited significant wealth, primarily in the form of his
father’s construction company. But his wealth grew exponentially—
from $26 million to $26 billion—when he leveraged that construc-
tion company into a string of acquisitions that included some of the
top luxury brands in the world, including Christian Dior, Louis Vuit-
ton, Dom Pérignon, Fendi, and Tag Heuer.

Outside of Western Europe, even more dramatic rags-to-riches
stories are prevalent. Asia’s richest man, Hong Kong’s conglomerate
magnate Li Ka-shing, was a refugee’s son and poor immigrant who
got his start selling plastic flowers, and didn’t graduate from high
school, working instead to support his parents. His $26.5 billion
ranks him eleventh globally, where he is bracketed by a pair of self-
made Russians: former metals trader Oleg Deripaska and former
orphan-turned-college-dropout-turned oil baron Roman Abramovich.

Shared Mind-Sets � More Interaction � Closer
Relationships

Since the beginning of this book we’ve explored how the genesis of
wealth today—from a middle-class upbringing to financial comfort
through entrepreneurship—shapes everything from self-concepts to
parenting styles to brand choices. As a result, when wealthy individu-
als from different cultures interact, they have a great deal in com-
mon, both personally and professionally. And they are interacting
more often, virtually, via e-mail, and in person. About one in five
wealthy people owns a second home, including over 40 percent of
directors and patrons and over 50 percent of mavericks; among those
with multiple homes, nearly one quarter own homes outside the
United States, with two to three times that figure seriously consider-
ing a home purchase abroad.

Of course, home ownership is an extreme level of global citizen-
ship. International travel itself helps cement the wealthy micro-
community, and it is commonplace. Roughly 90 percent have trav-
eled internationally in the past year, and virtually all plan to travel
abroad again in the next two years (Table 9-1).
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Table 9-1 Top 15 international destinations the
wealthy are likely to visit in the next 2
years (% of those surveyed)

Italy 38

Caribbean 36

United Kingdom 34

France 29

Mexico 27

Canada 21

Germany 19

Australia 17

Spain 16

South America 15

Ireland 14

China 14

Alaska 14

Greece 13

Japan 12

Every Business Is Multinational

Certainly, shared experiences and collective mind-sets are combin-
ing with international travel and home ownership to help cement the
global wealth micro-community. But for today’s entrepreneurs, the
strongest bond is business, which is a truly global game.

It now goes without saying that the Internet has enabled every
company to tap global markets. Beyond that, virtually all major com-
panies are now multinationals, and it has become increasingly diffi-
cult to even say where a company is ‘‘located.’’ But these days, many
smaller businesses and even start-ups have some global scope. Man-
ufacturing in China, software programming in India, call centers
in the Philippines and Argentina—all are within the reach of even
modestly sized businesses. No longer a luxury, leveraging the efficien-
cies of the flat world has essentially become a business necessity. The
United Nations estimates there are over 60,000 multinational corpo-



Globizens 163

rations, a figure that has doubled over the past two decades, while
the average size of multinationals has dropped dramatically.1

Globalization isn’t just about moving work to where it can be
done at the lowest cost; increasingly, it is about getting the best
people, bigger teams, and leveraging time-zone differences to enable
work to continue 24/7. And it is often about growth opportunities.
Israeli high-tech start-ups, for example, are often born global, or go
global very quickly, because the markets in their home country are
small. Indeed, this model is sometimes called ‘‘Israeli International-
ization,’’ and it is increasingly being applied in other small countries.2

Indeed, whereas historically companies started locally and grew glob-
ally, today some of the hottest buzzwords in entrepreneurial circles
are global start-ups, born global, and micro-multinationals.

The bottom line for our purposes is that today’s wealthy are far
more likely to have an intricate network of international connections,
relative to the generations of wealthy individuals who came before
them. We’ve seen how their career paths as entrepreneurs were likely
to be international in some form; with two-thirds still actively on the
front lines of their businesses, those global connections with partners
and vendors are likely continuing. Moreover, as fully formed mem-
bers of the wealth class, these people have international business
connections that are strengthened in two additional ways. First,
many are involved in seeding start-ups, either through private equity
funds or more directly through angel investing, and such investments
increasingly mean evaluating multinational teams of executives.

Second, the wealthy are heavily involved as members of corpo-
rate boards, with 40 percent serving on at least one corporate board
of directors, and most of that 40 percent serving on more than one
board. Like start-ups, the boards of major corporations are becoming
increasingly international in scope. For example, two-thirds of the
thirty companies constituting the Dow Jones Industrial Average have
at least one international board member; over 20 percent of the
board members are non-Americans at Dow component companies
Alcoa, Citigroup, General Electric, IBM, and Walt Disney.3 Interna-
tional board membership is often even stronger outside of the United
States, with companies in developing countries increasingly looking
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for board members from outside of their home country, as this fosters
connections that fuel business growth, and makes potential investors
more confident that the company is stable and well managed.4

All of these global business relationships deepen the ethic of
global citizenship. Doing business, whether within or across borders,
fosters relationships between businesses and business owners. They
work together. They solve problems and grow closer. They ask each
other for references and referrals, further expanding networks. They
work together to find mutual growth opportunities, and often to co-
sponsor new ventures. They share investment ideas, from publicly
traded stocks to start-ups worthy of an equity stake. We’ve seen how
the consuming nature of entrepreneurial ventures creates only thin
lines between their business and personal lives, and it is inevitable
that the wealthy end up talking about where they live and what they
buy, and their aspirations for their kids. In short, they start building
a community. In the process, they begin to realize that they often
have more in common with their international counterparts—who
share the challenges of entrepreneurship and wealth—than with
their less well-to-do counterparts in the country in which they live.

The Global Homogenization of Stuff

The global micro-culture of wealth is held together by shared experi-
ences, shared attitudes, business connections, and also by an in-
creasingly common material culture. In short, throughout the world
the wealthy buy, and aspire to buy, the same brands and products.

Actually, this phenomenon is not limited to the wealthy. One of
the ironies of our splintering world is that while our communities
become smaller and more geographically dispersed, the world is in-
creasingly connected by a common material culture. American
brands have global reach, and for the most part, are aspired to
throughout most of the world: Microsoft, Coca-Cola, American Ex-
press, Apple, Disney, McDonald’s, Starbucks, Google, Citicorp,
General Electric, and so on. The same is increasingly true for top
international brands, many of which have shown even stronger
growth rates than their U.S. counterparts in recent years: Nokia,
Sony, Virgin, Mercedes, BMW, Toyota, and the like.



Globizens 165

Across the world, luxury brands have a similar cohesive effect
among the financial elite, creating shared purchasing patterns and a
shared aesthetic. Regardless of what country one lives in, Lexus has
become synonymous with engineering perfection, Chanel is synony-
mous with elegance, and so on. In business-focused interactions, a
shared sense of brand meaning and a mutual appreciation of quality
help create a common frame of reference and sense of confidence.
Moreover, displaying universally understood symbols of quality helps
communicate intelligence, which is valued in both business dealings
and consumer market purchases. International studies of higher-end
consumers have shown remarkably homogeneous attitudes toward
luxury products and brands, with the wealthy considering the prod-
ucts to be less about price and status and more about experiences,
self-expression, time-savings, and true quality.5 The pull of these
brands is powerful, with only 23 percent of consumers globally pre-
ferring local designers over international luxury brands.6

However, although luxury brands have truly global identities,
currencies do not. Indeed, currencies are a strong cohesive economic
force that helps define a nation and differentiate it from other na-
tions. In a world of wealthy globizens and a weakening U.S. dollar,
some people are starting to consider the choice of currency to be a
test of patriotism and national loyalty. Consider the recent uproar
over supermodel Gisele Bündchen. She made headlines when it was
announced that her contract to promote Pantene, a product of
Cincinnati-based Procter & Gamble, called for her to be paid in
euros instead of dollars.

While covering this story, The Economist used the headline
‘‘Who Says Supermodels Are Dumb?’’ But many had a very different
reaction, considering it an unpatriotic snub of her adopted home.
(She spends much of her time in New York City, although she is
from Brazil, where her family has lived for six generations.) Outside
of the media spotlight, the entrepreneurial wealthy are increasingly
globalizing their assets and spreading their money into different cur-
rencies. Forget ‘‘Made in America’’—the new patriotism test will be
‘‘Paid in America.’’ It’s one that many globizens will find unfair and
irrelevant to their lifestyles, and will no doubt be a source of social



166 The New Elite

Figure 9-2 Dynamics of the globizen phenomenon.
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conflict between the haves and the have-nots. Figure 9-2 summarizes
the characteristics of the globizen phenomenon.
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C H A P T E R T E N

Wealtherkind
The Children of Entrepreneurial Wealth

‘‘Recommend virtue to your children; it alone, not money,
can make them happy. I speak from experience.’’

—Ludwig van Beethoven

‘‘May all your children have wealthy parents.’’

—Irish toast

ALL PARENTS WANT the best for their kids. They all worry about their
kids. The nature of parental concerns and aspirations, however, dif-
fers across time, place, and, yes, wealth. Parents living in poverty
worry that they won’t be able to provide their kids with the basics of
food, shelter, security, and a good education. Wealthy parents have
a different set of worries, primarily the concern that the money they
worked so hard to achieve, which has provided them with such com-
fort, will turn around to be the eventual undoing of their children.

Unlike the cautions and concerns that apprentices have for
themselves during their first five years of wealth, these concerns for
their children tend to remain strong and pervasive over time. Over
half of the wealthy are concerned specifically about their children’s
work ethic because the children have grown up with money. This
figure rises as wealth increases, but it doesn’t change regardless of
how long the parents have been wealthy.

The unfortunate reality is that affluent and wealthy parents have

169
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plenty to worry about. A growing body of academic research has
found that, starting in junior high school, kids from higher-income
households have increasing and higher-than-average rates of depres-
sion, anxiety, drug use, alcohol use, rule breaking, eating disorders,
and general unhappiness.1

Our data lend insight into the complex psychological dynamics
of today’s teens. Our 2007 Affluent Teen Survey found that affluent
kids are, in many respects, high achievers. They are more likely than
their less affluent peers to describe themselves as hard workers and
leaders (Table 10-1). They are also more likely to exhibit athletic
excellence, garner academic awards, and display extracurricular lead-
ership. The psychology of achievement, however, is complex. Per-
sonal accomplishments can certainly build a sense of confidence and
be a source of pride for themselves and their parents. Interestingly,
that’s not necessarily what happens for affluent teens.

A huge body of research has shown that accomplishments have
these and other positive benefits if they are intrinsically motivated—
that is, when they are pursued in accordance with the child’s own
interests and values.2 Intrinsically motivated endeavors are pursued
with greater excitement and passion. They are associated with more
creativity and determination and with rebounding from setbacks
rather than giving up as a result of them. And perhaps most impor-
tant, intrinsic motivation is associated with positive outcomes such

Table 10-1 Self-reported achievements of teens (by
household income; % of responses)

�$50k $50k–$75k $75k–$150k $150k�

I work harder than most people 48 56 49 66%

I am a leader among my peers 49 56 58 63

I have won a scholastic award 35 39 40 49

I have won an award for athletics 23 32 30 44

I play a musical instrument 25 38 39 44

I have been elected to a 11 11 15 21
school office

I am the captain of a sports team 6 9 7 15
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as higher performance, more energy, enhanced self-esteem, and
overall emotional well-being.

Unfortunately, kids today often feel driven to accomplish more,
not because of their own innate interests, but because of real or
perceived pressure from parents or peers. Extrinsic motivation, such
as the desire to please parents whose love and pride are perceived as
conditional on continued achievements, is associated with the oppo-
site psychological patterns: lower interest, less energy, minimal cre-
ativity, hampered self-esteem, and less happiness.

Stress, pressure, and extrinsic motivation are growing concerns
among kids of all socioeconomic backgrounds, not just upscale ones,
and often these concerns stem from what we call ‘‘domino thinking.’’
Kids of all ages, particularly teens, often view their future accom-
plishments like dominos, carefully aligned and waiting to fall, with
each one contingent on the one before it: tomorrow’s geography test,
next month’s final exam, next year’s entrance into advanced place-
ment courses, SATs the year after that, followed by admission to a
top college, stellar performance there, a great job, career success,
financial success, and so on.

If each accomplishment is contingent on the one before it, well,
that sure puts a lot of pressure on tomorrow’s geography test. Four-
fifths of kids today say it is ‘‘essential for their success’’ that they get
into a good college, and three-fourths believe they will make ‘‘a lot of
money some day.’’

Again, many studies have shown that people with a compelling
vision of what they want from life not only achieve more but also
are psychologically and physically healthier than others.3 But domino
thinking puts a negative spin on otherwise positive visions of the
future. Some respond to the pressures of domino thinking by working
harder, sometimes losing the passion, enthusiasm, and creativity that
typically accompany intrinsic motivation. Others fold under the pres-
sure of domino thinking, choosing to ‘‘opt out’’ by underachieving,
breaking rules, self-medicating with substance abuse, or any number
of other counterproductive behavioral patterns.

Kids of many backgrounds today feel the pressures of high expec-
tations and domino thinking, but affluent kids have the added bur-
den of living up to their parents’ achievement. They may not know
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exactly how much their parents are worth, but clearly they are aware
of their financial comfort and their parents’ accomplishments.

Raising kids in an era of domino thinking is challenging for par-
ents of any socioeconomic status. For wealthy parents, it is a difficult
balancing act of encouraging achievement while minimizing pres-
sure, of using their financial means for the benefit of the whole fam-
ily while fostering the work ethic, modesty, and middle-class values
to which they attribute their own success. Indeed, it is a balancing
act largely unknown to previous generations of the well-to-do.

The Carnegies, Rockefellers, and other scions of inherited
money, raised their kids amid obvious and unconcealable wealth.
Unlike today’s wealthy, they had generations of experience in rais-
ing kids amid abundance. Through boarding schools and family
philanthropic endeavors, they had structural supports in training
their kids in the fine art of managing wealth and living without
financial worry.

For today’s entrepreneurial wealthy, raising balanced kids and
teaching them about money are learning processes they’ve had to
figure out on their own, just like other aspects of living with abun-
dance. Most arrive at strategies for training their kids in wealth with
some combination of these four key strategies:

1. Preaching, and living, their values

2. Using shopping as a training and bonding tool

3. Taking a team approach to planning and spending

4. Using philanthropy for moral and business development

Preaching, and Living, Their Values

The transmission of middle-class values to their children is extremely
important to today’s wealthy. We saw in earlier chapters that today’s
wealthy generally didn’t set out to make a lot of money; instead, they
worked hard, pursued a passion, and had success in doing so. It is
this mind-set they try to instill in their own children. Indeed, when
we explicitly ask them about what advice they have for the next gen-
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eration, it is the middle-class values to which they attribute their
own success that dominate the list:

1. Work hard.

2. Do something you enjoy.

3. Have a plan (but stay flexible).

4. Have integrity.

5. Obtain education and keep learning.

Here’s a small sampling of their advice in their own words:

‘‘You got to be interested in your work. It’s got to be some-
thing you enjoy. I tell people, ‘You know, if you’re not enjoy-
ing your work, life is too short. Go find something that you
enjoy, and don’t sit here and bitch.’ ’’

‘‘Never, ever, ever put your goals ahead of your principles. If
you remain true to your principles, people will come around
to your way. Your colleagues will see that, well, we may not
agree with you the first time or two because you didn’t ac-
complish something in twenty-four hours that they wanted
to see . . . but, ultimately, it was done the right way.’’

‘‘These people who have a plan for their life—I think that’s
the biggest mistake you can make. Because I had people who
came to work for me with their plan: by this time they were
going to be this, this and this. You ought to plan to do some-
thing and so on, but you shouldn’t put those goals [ahead of
everything]. . . . You’re happiest if you play it as it comes,
and maximize what you’re doing at the time. And do the very
best job at whatever you’re given to do. The rest will take
care of itself.’’

‘‘It would be the quality of life, not the quantity of life. That’s
it. That’s the whole speech. We don’t have to make millions
and millions of dollars to be happy. As a matter of fact, some
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people that make millions and millions of dollars are misera-
ble. You seek the relationships that are closest and most per-
sonal to you, and that’s your family and friends.’’

‘‘Plastics. . . . On a more serious note, keep your life bal-
anced. Make sure there’s always time for body, mind, and
the spirit. All work makes a dull Jack. Makes a lot of Jack,
but makes a dull Jack. All play makes a poor Jack.’’

‘‘It’s not all about the money. It’s about how you live. It’s
about you as a person, not about what you have.’’

‘‘Sample a lot of different things. This generation is so much
more focused on a path. You go to school, you get this. You
get this first job, you get that, all on this very regimented
path. And yet you look at the successful people that you and
I know and get to meet . . . [their success came from] mis-
takes, accidents, because they happened to be there, they
saw this, they thought that might work. And so my encour-
agement is: Look at your life as a résumé and constantly be
résuméing in terms of exposures and experiences. A résumé
is now a verb, and not a noun.’’

When it comes to instilling values in their children, the wealthy
walk the walk, not just talk the talk. Their respect for work and self-
sufficiency is seen in the fact that 80 percent of today’s wealthy feel
strongly that their kids should get a job during their high school
years, and by the time they reach high school, about 70 percent have
in fact held a job. The kids also seem to be learning the middle-class
value of saving, as they report saving about one-third of all the money
they earn from their jobs. There is still, however, much to be learned
about pursuing one’s passions and finding one’s bliss—less than one-
third of affluent teens describe themselves as ‘‘passionate’’ about
their job.

Affluent teens have certainly heard the message about how to
create wealth, although they are not alone. Indeed, regardless of pa-
rental income, teens today have a relatively consistent—and accu-
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rate—view of the sources of wealth. Hard work and determination
top the list, followed by education and expertise; compromising prin-
ciples falls at the bottom of list (Table 10-2).

Only about one in four believes wealth is typically attributed to
inheritance, in stark contrast to the opinions of most adults. Relative
to other teens, affluent teens are somewhat, but not dramatically,
more likely to associate wealth with inventiveness, great instincts,
and having a good business background. The general consistency in
teen views of the sources of wealth suggest that these opinions come,
not so much from parenting per se, but from media and cultural
forces. Adults today grew up with names like Carnegie and Rockefel-
ler being cultural icons associated with wealth. For kids today, these
names and associated images are much less familiar and hold much
less meaning; names of entrepreneurs like Bill Gates, Steve Jobs, and
Richard Branson are much more personally relevant.

Table 10-2 Affluent teens’ views of how wealth is
created (% of those surveyed)

$150k�

Hard work/determination 68

Having a good education 61

Skill/Expertise in one’s field 57

Being inventive 43

Great instincts 41

Good business background 40

Treating others with respect 40

Being smarter than others 36

Having strong social networks 34

Having great sales skills 31

Being a good judge of character 31

Coming from money 28

Being willing to take chances and risk it all 26

Good luck 23

Access to inside information 18

Being willing to sacrifice principles 11
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Clearly, affluent teens have come to appreciate the value of hard
work and how it combines with education to play a key role in finan-
cial success. But in many respects, when it comes to instilling a
broader-based middle-class mind-set, wealthy parents have their
work cut out for them. ‘‘Middle class’’ has positive connotations for
parents—it implies humility, modesty, and pride in the feeling that
their values have not been compromised by their money. But
whether their kids are ambitious, or feel a sense of entitlement, the
phrase ‘‘middle class’’ tends to be something that many of them as-
pire to move beyond. Although 56 percent of affluent kids describe
themselves as middle class at heart, this is lower than any other
income group (although obviously some of this is to be expected as
some of these groups are in fact middle class; Table 10-3). But the
point is that the other 44 percent simply don’t resonate to the phrase
‘‘middle class.’’ This shift away from the middle-class mind-set in the
next generation of the wealthy is apparent in some of their brand
preferences. Affluent teens are slightly but consistently more likely
than their less affluent peers to prefer brands that communicate suc-
cess or that convey a feeling of privilege.

Shopping as a Training and Bonding Tool

Instilling a middle-class mind-set is certainly a challenge, particularly
amid a culture that values achievement and a household that—often

Table 10-3 Youth who see themselves as ‘‘middle
class at heart’’ using ‘‘brand as badge’’
(% by income groups)

�$50k $50k–$75k $75k–$150k $150k�

I would describe myself 59 67 77 56
as middle class at heart

I like brands that . . .

• Communicate to others 51 51 55 62
that I’m successful

• Make me feel like I’m a 53 59 57 62
trendsetter

• Make me feel privileged 55 53 51 58
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unintentionally—exudes messages of accomplishment. Teaching the
wise use and spending of money is a different kind of challenge.
For most wealthy parents, tackling this challenge implicitly involves
invoking the ironic quip: ‘‘When the going gets tough, the tough go
shopping.’’ Shopping among the wealthy often becomes a family ac-
tivity; in a sense, it’s a training ground on which kids are taught the
strategic value of money and the tactics of smart shopping. As they
get older, it is how the fine art of discerning sublime qualities of
luxury is taught. Over time, the opinion of the kids in matters of
shopping comes to be respected, and even sought out, particularly in
categories related to technology.

Of course, simply by virtue of their financial status, affluent
teens have more opportunities to spend and shop. In a typical holiday
season, for example, affluent teens report spending approximately
$375 on holiday gifts for friends and family—twice what the average
teen spends. In the past year, 60 percent of affluent teens shopped
online, compared to less than half of their less-affluent counterparts.
They spent an average $275 online, which is roughly quadruple that
of teens in lower economic strata.

Affluent teens not only shop more and spend more, but their
shopping is qualitatively different as well. For example, they have a
greater opportunity to own and purchase luxury brands, particularly
in terms of electronics, apparel, and jewelry (Table 10-4). Still, luxury
ownership is significantly less than one might expect.

Table 10-4 Percentages of youth who own luxury or
high-end brands in each category (by
income groups)

�$50k $50k–$75k $75k–$150k $150k�

Electronics 40 46 47 55

Shoes 39 43 39 31

Fashion apparel 28 34 32 35

Purses/wallets/accessories 20 18 24 31

Cosmetics and perfumes 14 19 22 23

Jewelry 14 15 15 21

Watches 13 12 16 24
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But the most interesting dynamic among affluent teens is the
‘‘quality seeking meets smart shopping’’ mind-set so prevalent among
their parents. Among both wealthy parents and teens, brand affinity
is driven by the same basic elements: quality, design, craftsmanship,
and technology (Table 10-5). These are often the sublime qualities

Table 10-5 Shopping mind-set of the wealthy
(% of those surveyed, by income group)

�$50k $50k–$75k $75k–$150k $150k�

Quality-focused: I like
brands that . . .

Have a reputation for the 71 74 75 78
best quality

Reflect high craftsmanship 58 66 67 71

Have a reputation for 60 64 66 69
design

Have a reputation for 54 62 59 65
technology

Research-driven

From independent 32 37 37 46
consumer product reports

Information found in 29 37 40 42
informative/blog/social
sites on the Internet

Internet-liberated

I research the items on the 39 46 48 54
web I am going to buy to
make sure that I am not
taken advantage of

The Internet has liberated 28 36 42 49
my shopping

Less price-sensitive

I usually wait for something 59 61 59 49
to go on sale before I buy

I prefer to shop in stores 65 75 70 59
with a reputation for great
pricing
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that differentiate true luxury, but they are also the hallmarks of excel-
lence in more mundane products (and at lower price points).

Coupled with the hunt for excellence in products is the quest for
excellence in the process of shopping. Affluent teens are significantly
more likely than others to do research-driven shopping though In-
ternet searches, Consumer Reports-type publications, and so on. Cer-
tainly the Internet plays a key role in this savvy shopping mind-set,
with half of affluent teens reporting that the Internet has ‘‘liberated’’
their shopping, and a similar number using the Internet to specifi-
cally avoid being taken advantage of.

When we examine purchasing preferences, we see further sub-
tle signs of the middle-class mind-set slipping away within the first
generation. Affluent teens are significantly less focused on sales
and on finding stores with reputations for low prices. When asked
about their favorite stores, we find all groups of teenagers to be
equally enthusiastic about shopping electronics retailers such as
Best Buy and Circuit City, and at upscale-style-at-low-price retail-
ers such as Target (see Table 10-6). But significant, and telling,
differences emerge as we look deeper into store preferences. Af-
fluent teens are much less likely to shop at lower-priced mass mer-
chants such as Wal-Mart, J.C. Penney, Sears, and Kmart. (Costco,
a favorite of wealthy adults with a unique value proposition, is an
exception.) And they show a distinct preference for higher-end de-
partment stores (Neiman Marcus, Saks), specialty retailers (Aber-
crombie & Fitch, American Outfitters), and luxury brands (Cartier,
Tiffany).

A Team Approach to Planning and Spending

Over time, the wealthy family increasingly takes on the appearance
of a business. Household budgets grow, and they move from ‘‘in the
head’’ to ‘‘in a spreadsheet.’’ Individuals become less likely to clean
the house or mow the lawn, or to pay the bills or make the invest-
ments; they become more likely to manage the people doing those
tasks. In this sense, shopping and spending constitute the frontline
training program for teaching kids about how to shop, the value of
money, and living with abundance. There is a second line to this
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Table 10-6 Favorite stores of teenagers
(by income group)

Gap*: $150K� %
�$50k $50k–$75k $75k–$150k $150K� minus �$50K %

Best Buy 65 71 65 73 8

Barnes & Noble 45 57 63 67 22

Target 63 72 70 62 �1

Borders 30 48 52 60 30

Abercrombie & Fitch 23 26 40 60 37

Old Navy 56 66 60 57 1

Circuit City 47 60 52 51 4

American Eagle 33 42 50 51 18

Aeropostale 31 36 47 51 20

Sports Authority 22 40 45 50 28

Wal-Mart 73 67 59 43 �30

Banana Republic 17 25 29 40 23

Nordstrom 12 13 24 39 27

J.C. Penney 58 54 47 38 �20

Sephora 8 11 21 37 29

J. Crew 12 12 24 35 23

Bloomingdale’s 8 9 15 30 22

Neiman Marcus 7 9 15 29 22

Saks Fifth Avenue 6 13 19 26 20

Kmart 47 34 26 24 �23

Sears 39 46 38 23 �16

Tiffany 7 10 19 23 16

Cartier 6 4 8 22 16

*A high gap reflects a higher preference of affluent teens for these outlets relative to that of
less affluent teens. Low gap scores reflect consistent interest across income groups.

training program—an advanced course, if you will, that follows
Spending 101. It involves a team approach to making not just big-
ticket purchases, but even significant financial and family decisions.

At its most basic level, this team approach to decision making
begins with greater collaboration between parent and child on pur-
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chases. And we’re not just talking about what sweater to buy at the
Gap or which coffeepot to buy from Target. We’re talking about
where to go on vacation, what cars to buy, what computers to pur-
chase, and more. Nearly two-thirds of wealthy parents tell us that
their children’s preferences are at least somewhat important in mak-
ing big-ticket purchase decisions, such as cars, computers, and tele-
visions. About half are influenced by their kids’ preferences when it
comes to interior decorating within the house, and major household
purchases such as appliances and furniture. One-third even consult
their kids on their purchases of clothes—not just for the kids but
also for themselves.

Planning and taking vacations are particularly important pro-
cesses, and they are particularly collaborative ones. Kids have at least
some impact on 95 percent of the choices for vacation destinations
and have a major impact nearly two-thirds of the time. But what
happens on those vacations is even more important, because it is
there that many of the bigger family decisions get made.

Consider it another parallel between how wealthy families are
run and how businesses are managed. Corporations have executive
retreats and off-site meetings when the managers get away from dis-
tractions and chart a new long-term course. Wealthy families often
do the same. Over half of the wealthy tell us that their family vaca-
tions are key opportunities to reflect on their priorities, make deci-
sions about their lives, and even make significant financial decisions.

Vacations become, in a sense, the time when family capital
spending is discussed and planned. And vacations are often among
the first places that financial planning, at least at a conceptual level,
gets introduced to kids. Three-fourths of wealthy parents have taken
specific steps to educate their kids about financial decision making.
A few choose to outsource the process, and in recent years, a cottage
industry has developed among consultants offering financial educa-
tion seminars to children of the wealthy. But whether financial edu-
cation is conducted ‘‘in-house’’ by parents, or is outsourced to
consultants, it generally remains a process that unfolds slowly, over
time, and often with only abstract references to their own wealth.

For example, only 27 percent of apprentices have told their kids
how much the family is worth. Among masters, with fifteen or more
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years of experience with wealth, 49 percent have done so. Obviously
that is a nearly twofold increase across the arc of maturation, but
still, this 49 percent figure is remarkable: it means that roughly half
of masters still haven’t completely opened up to the kids. Clearly
their concerns about the destructive aspects of wealth persist.

Wealthy parents find a variety of techniques for easing their chil-
dren into responsible money management. Some give them small
amounts of money to invest in online brokerage accounts; others
offer matching funds for investments or other purposes. Regardless
of the specific technique used, the same underlying principle of
strengthening their children and maintaining motivation despite
abundance is clear. One of our respondents, a winery owner, used
the metaphor of a vine to convey this philosophy:

[Tending] a vine is . . . [like] raising children—in other
words, the [children are the] grapes [and the vine is the
mother]. If you give the vines unlimited water and nourish-
ment, they grow too leafy, creating too much shade, and they
end up being very flabby grapes. I mean, they’re just very,
very well protected. And there’s no character in those grapes.
. . . In the vineyard, we may actually take away some nutri-
ents so that the mother is more concerned about the future
of her children than she is of herself. And she puts as much
energy into those children as biologically possible. Thus,
[we] create a more robust, more dynamic flavored grape,
making it a better and more dynamic wine.

Using Philanthropy for Moral and Business
Development

Another child-rearing tool that today’s wealthy use is actually a time-
honored technique pioneered by the families of inherited wealth:
getting the kids actively involved in community and charity activities.
Clearly, ‘‘giving back’’ is on the minds of affluent teens—by word,
deed, and donation, affluent teens show a significant interest in help-
ing the less fortunate (Table 10-7).
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Table 10-7 Altruistic actions and attitudes of
teenagers (by income groups)

�$50K $50k–$75k $75k–$150k $150�

I have donated my own 28 37 38 48
money to a charity

I have volunteered for a 26 37 32 45
local charity

I belong to a club that does 20 18 27 31
good deeds in the
community

I would be willing to pay a 43 45 45 51
premium for brands that
support charitable causes

Today’s wealthy are going to great lengths to instill altruistic atti-
tudes among their kids to ameliorate the potential negative effects of
growing up amid abundance. But as we shall see, today’s wealthy
bring a uniquely entrepreneurial flair to their philanthropic endeav-
ors, and fostering entrepreneurial values in their kids is equally im-
portant. One of our respondents summed it up well when we asked
about his unfulfilled goals in life: ‘‘One of my goals is to get my kids
into a situation where they are both entrepreneurial and philan-
thropic at the same time. I’m working with them to find something
that they have an interest in, that they can start something philan-
thropic, and have some ownership of.’’ This unique intersection of
business and philanthropy has the potential to reshape not only their
children’s lives and their identities, but also the nature of society
itself.

Notes

1. Suniya S. Luthar and Chris Sexton, ‘‘The High Price of Afflu-
ence,’’ in Advances in Child Development, ed. R. Kail (San Diego,
Calif.: Academic Press, 2005). See also Madeline Levine, The
Price of Privilege: How Parental Pressure and Material Advantage
Are Creating a Generation of Disconnected and Unhappy Kids
(New York: Harper Collins, 2006).

2. For a review of the intrinsic motivation research, see Edward L.
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Deci and Richard M. Ryan, eds., Handbook of Self-Determination
Research (Rochester, NY: University of Rochester Press, 2002).

3. For a review, see Stephen J. Kraus, Psychological Foundations of
Success: A Harvard-Trained Scientist Separates the Science of Suc-
cess from Self-Help Snake Oil (San Francisco, Calif.: Change
Planet Press, 2002).



C H A P T E R E L E V E N

The Third Age
Reinventment and Philanthrobusiness

‘‘Surplus wealth is a sacred trust which its possessor is

bound to administer in his lifetime for the good

of the community.’’

—Andrew Carnegie

RETIREMENT IS, IN many respects, becoming an antiquated concept in
our society. Like so many social trends over the past half century,
the waning of the traditional notion of retirement is driven by the
maturing of the baby boom generation. Seventy-eight million boom-
ers were born between 1946 and 1964, creating a demographic ‘‘pig
in the python’’ that reshapes everything from pop culture to social
institutions as they pass from one life stage to the next. Up next are
the golden years, which will be reshaped by boomers in what has
been called the ‘‘silver tsunami.’’

The first baby boomers qualified for AARP membership over ten
years ago. On October 15, 2007, ‘‘first boomer’’ Kathleen Casey-
Kirschling, who was born one second after midnight on January 1,
1946, became the first baby boomer to apply for Social Security.1

Over 10,000 a day are expected to follow suit over the next two
decades. Although the aging of the baby boomers is inevitable, the
unique approach they will undoubtedly bring to senior citizenship is

185
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still evolving. Indeed, an increasing number of baby boomers appear
to be poised to choose ‘‘reinventment’’ over retirement.

Boomers have always been a generation adept at reinventing
themselves, as evidenced by their evolution from flower-power hippie
children of the 1960s to yuppie owners of SUVs adorned with ‘‘baby
on board’’ signs in the 1980s. And despite their aging, they have been
able to maintain much of the youthful, semi-rebellious self-image that
characterized their upbringing. These factors are combined as boom-
ers are increasingly putting their own stamp on retirement and giving
it a youthful, energized face-lift. For example, nearly two-thirds expect
to travel widely in retirement, with substantial numbers expecting to
travel overseas.2 The philosophy of youthful reinvention is apparent in
attitudes toward work as well. Additional studies suggest that half to
two-thirds of boomers expect to work into the traditional retirement
years; of those, half anticipate starting a second career.

Marketers have taken notice. Essentially gone from today’s ad-
vertising lexicon are age-related, and hence boomer-unfriendly,
terms such as ‘‘senior citizens.’’ Even staid topics such as retirement
planning are getting an aspirational, boomer-focused makeover.
(Consider the Ameriprise campaign featuring an aging but still edgy
Dennis Hopper preaching ‘‘the thing about dreams is . . . they don’t
retire’’ with his usual intensity, all of which can barely be heard over
the strains of the 60s rock anthem, ‘‘Gimme Some Lovin’.’’)

Of course, for most baby boomers, financial necessity plays a
considerable role in their ‘‘decisions’’ to reinvent themselves during
their golden years. Three-fourths don’t feel financially prepared for
retirement, and those who plan to continue working are typically
more likely to cite financial need rather than passion for work as the
main reason. Here, of course, is where the paths of today’s wealthy
diverge from those of most baby boomers. Unconstrained by finan-
cial needs, today’s wealthy are charting a course into the next stage
of their lives that is emboldened by their financial freedom. In a
sense, the wealthy’s approach is an illustration of what most boomers
would want, if they had the time and money to make it happen.

Perhaps the phrase ‘‘the third age’’ is more appropriate than ever.
The first age is that of childhood, characterized by dependence, with
the major challenge being socialization. The second age brings an
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adult focus on career and family—in a sense, borrowing Freud’s for-
mulation that work and love are the two major challenges of adult
life. The third age is one of independence and self-focus, after obliga-
tions to family and commitments to work have diminished. It is not
the passive conception of later life implicit in phrases such as ‘‘senior
citizenship’’ or ‘‘the golden years.’’ Instead, the third age is a time of
growth, self-actualization, liberation, even triumph. It is a time for
pursuing one’s own passions instead of attending to the needs of
others.

The third age is a particularly apropos phrase for describing the
wealthy because, in many cases, they have reached a crossroads in
their lives where they don’t have to work, but they are far ahead of
schedule chronologically. Indeed, we’ve talked about how boomers
are reshaping retirement trends because, in the population at large,
chronological age determines when one ‘‘should’’ retire. But the
wealthy are freed from financial constraints and can pursue their
third age at any time; for them, ‘‘retirement age’’ simply isn’t a rele-
vant concept. Indeed, although nearly 60 percent of the wealthy are
boomers, over one-third are Generation Xers, and they are ready for
their third age many years before the traditional age of retirement.

Working by Choice, and Parallel Passion Pursuit

Whereas boomer reinvention in the general population is driven
largely by financial necessity, wealthy reinvention is driven more by
the desire to continue pursuing one’s passions. Recall that most
wealthy people did not start off with a tremendous financial ambition
to be rich; instead, wealth came as a by-product of pursuing an entre-
preneurial endeavor that was personally meaningful. As a result, they
tend to stay with their jobs long after the financial need for a pay-
check has passed. Among the wealthy, over 60 percent retain an
active senior leadership position in a business venture, whether as a
founder or a senior executive. Many of the rest act as consultants
or advisers to their previous firms. Fewer than 10 percent describe
themselves as retired or otherwise ‘‘out of the game.’’

Even among the ultrawealthy, these figures remain essentially
unchanged. Think of it as parallel passion pursuit. As with spending,
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and so many other aspects of living with abundance, the ‘‘spoils’’ of
wealth are added on top of existing behavioral patterns, rather than
replacing them. They don’t give up work to pursue other passions;
they pursue other passions while continuing to work. Many might be
best described with the term ‘‘half-tired’’—not fully retired, but find-
ing ways to keep a hand in their business while enjoying considerable
leisure time. As one of our respondents explained it:

The ability to bring on top executives for a large-sized busi-
ness gives me the luxury of essentially not working. I’m kind
of halfway between president and chairman. You know, I’ll
take the summer off and go to Europe with the kids, and it’s
not an unexpected thing, because I do it pretty much every
summer. And there’s a team there that knows how to run it,
knows what level of things I need to be involved in. I’ve got
[a colleague] coming in twice a month to look things over
for me, help me out. He’s retired; he doesn’t want to stay
home all day, so it’s a good thing for him, it’s a good thing for
me.

In total, over 90 percent of the wealthy feel they still have some-
thing to accomplish, although their unfulfilled goals are fragmented
and highly individual (Table 11-1). One in four says they have sig-
nificant business goals yet to attain; conversely, three-fourths do not
feel that way.

Giving Back

When we asked the wealthy what they want their personal legacies
to be, many had simply not given much thought to the subject. For
some, the thought of death did not fit with their youthful and gener-
ally optimistic nature. Others are so focused on the here and now
that they hadn’t considered the topic. This response was typical:

My legacy? [laughter] Oh wow! Well, you know, not too
many people ask a forty-three-year-old that question. A forty-
three-year-old doesn’t often think about that. But, if you
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Table 11-1 Goals the wealthy have yet to attain
(% of responses)

Business goals 25

Philanthropy/charity 17

See kids/grandkids grow up/succeed 13

Travel 13

Retire 8

Accumulate more wealth 8

Achieve true happiness/contentment/peace 8

Grow strengthen family/personal relationships 5

Something creative/arts/music 5

Good health 4

were to write an epitaph on my tombstone, what the hell
would it be? . . . Basically as far as leaving a legacy behind,
to quote you specifically, I would like to leave behind that
we started something here [at his company]; we’ve touched
many, many people’s lives for a very positive experience. And
they each had—I can’t say fun, but yet, it is fun. They en-
joyed being here. They enjoyed even knowing me. And that’s
. . . yeah . . . I’m going to have to go home and ponder that
question, because it’s one of those things that all the success
books tell you to look at, and to really ask yourself what you
want somebody to think about. At forty-three you don’t think
about death, but you should.

When pressed about their legacies, virtually none mentioned
their art collections or the exotic material elements of their fortunes.
Only a few mentioned their businesses, and those that did, as with
the respondent we quoted above, focused more on the relationships
that came out of their business than the financials accomplished.
Ultimately, most focused on family, children, and good works. Many
hoped to be remembered for changing the world for the better in
some way.

As wealth and the third age have dawned much earlier for today’s
wealthy, so too have thoughts about how to distribute their wealth
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philanthropically. Certainly the attitudes underlying philanthropy are
widespread, as our findings show:

• 95 percent agree: ‘‘With money comes a responsibility to help
and support others who are less fortunate.’’

• 83 percent agree: ‘‘Because I am wealthy, I have an obligation
to help my community.’’

• 50 percent agree: ‘‘Building assets to be used for philanthropic
purposes is a major financial goal.’’

The wealthy match these attitudes with philanthropic actions.
For example, 98 percent donate money to charity. On an annual
basis, the typical wealthy individual donates approximately $64,000,
a figure that triples among the ultrawealthy. Of course, some donate
much more, with about 1 percent of our respondents donating over
$1 million each year. In most cases, their charitable contributions
range from 5 to 10 percent of their discretionary income (historically,
the average American donates about 2 percent).3 Interestingly, the
wealthy are roughly split between those who prefer to donate anony-
mously and those who do so more publicly.

Giving is a highly individual process, and no single charity or
charitable focus dominates the list of popular outlets for giving (Table
11-2). Roughly half give a significant amount of money each year to
their church, temple, or synagogue, and religious charities garner
one-fourth of the dollar volume of donations. Education, health, and
poverty-related charities are the next most popular options.

Transformational Giving

Based on the numbers described above, the wealthy donate roughly
$70 billion annually to charity, a figure that rises to over $200 billion
if we include the affluent as well. But these amounts pale in compar-
ison to the massive ‘‘payday’’ that awaits America’s charities just over
the horizon, as today’s wealthy prepare to shed their wealth at the
end of their lives. Once again, the entrepreneurial wealthy are on the
verge of completely rewriting the rules, this time in the nonprofit
world.
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Table 11-2 Percentage of charitable contributions by
category

Church/religion 25

Education 17

Health/medical 14

Homeless/poor 14

Other 8

Arts 5

Animal-related 5

International-relief 5

Environment 4

Political 2

Our respondents estimate that approximately one-fourth of their
financial estate will go to taxes; of the rest, they project that approxi-
mately three-fourths will go to their kids, and nearly one-fourth will
go to charity. In total, this represents between $5 and $6 trillion in
new money flowing into charitable outlets over the next twenty to
thirty years.

In many respects, even these figures may be conservative. The
biggest and most sophisticated donors tend to have been wealthy
the longest, and as young wealthy families mature, they are likely to
increase their sensitivity to the need to ‘‘give back.’’ In addition, the
gravitational effect of wealth will likely continue, meaning that to-
day’s apprentices may be worth substantially more by the time their
estates come into play. Perhaps most important, the concern that
money may ‘‘ruin’’ the kids is causing many of today’s financial elite
to limit how much money they pass on to their children.

Indeed, twenty years ago Warren Buffett said that ‘‘a very rich
person should leave his kids enough to do anything but not enough
to do nothing.’’4 That remains his philosophy today. For years, Buffett
was criticized by some for holding on to his wealth so long. He coun-
tered that his massive holdings allowed him to use the gravitational
effect of wealth to get a bigger rate of return on his vast sums, and
therefore donate more to charity later. In 2006, he decided to give



192 The New Elite

away 85 percent of his wealth during his lifetime to five charities,
after long suggesting that his billions would be used for philanthropy
after his passing. Of course, the remaining 15 percent of his fortune
is still over $7 billion, so his kids won’t exactly be living in poverty
(plus the fact that three of the foundations receiving his money are
run by his children; the bulk goes to the Bill and Melinda Gates
Foundation). Still, you get the idea. Buffett believes that when kids
grow up with all the advantages of wealth, substantial inheritances
aren’t good for them, or for society at large. ‘‘[I]t’s neither right nor
rational to be flooding them with money. In effect, they’ve had a
gigantic head start in a society that aspires to be a meritocracy. Dy-
nastic mega-wealth would further tilt the playing field that we ought
to be trying instead to level.’’5

Buffett’s philosophy is shared by many of the millionaires who
fall far short of his billions, and the net effect may be trillions more
for charity in the coming generation. This approach is very different
from that espoused by the wealthy of the industrial era, who certainly
contributed to charity and created nonprofit foundations, but whose
trusts also focused on providing wealth for dozens (now sometimes
hundreds) of family members in generations to come.

Today’s wealthy will transform giving, not only by the magnitude
of their offerings but by the organizations they give to as well. They
share their wealth not only because they want to spruce up their
image or gain political points but also because they truly believe in a
cause or activity. Ninety percent say they are ‘‘passionate about the
causes they give to.’’ Passion, by its nature, is specific and idiosyn-
cratic. Passion is value driven. And passion is about making a differ-
ence, not writing a check. So expect that, in relative terms, the
coming tidal wave of philanthropic donations will be less focused on
traditional charities with broad interests, such as United Way, and
more toward massive donations to causes that are run with a busi-
ness-like efficiency and targeted toward a very specific goal for social
remediation and change.

It is the combination—big gifts to targeted causes—that can
truly transform charitable institutions, and philanthropy itself. For
example, in 2005, the Yale School of Music received an anonymous
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bequest of $100 million.6 This gift was on an order of magnitude
greater than any the school had ever received; in fact, it was so large
that the school literally didn’t know what to do with it all. Yale began
by allowing all music students to attend tuition-free (normally over
$23,000 a year), vastly expanding the accessibility and meritocratic
nature of the school; after that, it had to undertake a study to explore
additional options for wisely using the money.

Thomas Duffy, acting dean of the school, summed up the im-
pact: ‘‘This is so transformational. This gift means we can embrace
our goals in a matter of years instead of decades.’’7 Transformational
giving, like any passion project, is also potentially controversial. After
the anonymous donation, the Yale Daily News published a series of
letters to the editor in which some questioned the value of such a
large gift to a music school when so many other worthwhile charities
might have benefited as well.8 Others, such as New York Times music
reviewer Anthony Tommasini, felt very differently, asking rhetori-
cally, ‘‘How many of us associate transforming moments of our lives
with transforming artistic experiences? Nothing in my youth was
more overwhelming than hearing Leontyne Price as Aida at the Met-
ropolitan Opera when I was fifteen, or hearing Stravinsky conduct
his ‘Symphony of Psalms’ with the New York Philharmonic just be-
fore I headed off to college.’’9

The list of transformational gifts is growing longer, and although
this trend is pioneered by today’s self-made wealthy, it is certainly
not limited to them. In 2002, Ruth Lilly, great-granddaughter of
pharmaceuticals tycoon Eli Lilly, bestowed a $100 million gift on
Poetry magazine. If you’ve never heard of Poetry, you’re not alone;
although founded in 1912, and having featured works by esteemed
poets from Robert Frost to T. S. Eliot, it had fewer than 12,000
subscribers and was run on such a shoestring budget that at one
point its total assets were less than $100. Virtually overnight, Poetry
became not just one of the richest publications of any kind in the
world, but by far the largest foundation in the world devoted to
poetry. But the implications of this type of giving go far beyond the
balance sheet of a single literary journal and have the potential to
substantially impact the entire field of literature. As with the Yale
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bequest, Poetry has struggled with the best way to leverage its poten-
tially transformational gift.

A year later, Joan Kroc, widow of McDonald’s founder Ray Kroc,
raised the transformational giving bar even higher. A frequent (and
often anonymous) patron of many charities, her will revealed a series
of truly transformational gifts, including $1.6 billion for the Salvation
Army (roughly half its normal annual budget), and $225 million for
National Public Radio (roughly twice its normal annual budget).
Consider how transformational giving is apparent in the Slate 60, an
annual list of the top charitable contributors. In 1996, the average of
the sixty largest contributions was approximately $22 million; in
2007, the average had risen nearly ninefold to $193 million. The
average of the top five rose over seventeenfold, from $77 million to
over $1.3 billion. Indeed, the largest contributions in 1996—$105
million from Samuel and Alice Skeggs (from the family that founded
Safeway, Osco, and Long’s Drug Stores) and $100 million from fi-
nancier George Soros—wouldn’t even crack the top ten in 2007.

Indeed, since 2006, contributions of over $1 billion have topped
the list, with the largest being $43.5 billion from Warren Buffett.
(Perhaps surprisingly, the largest donation in 2007 was from ‘‘queen
of mean’’ Leona Helmsley, who bequeathed $4 billion to her charita-
ble trust upon her passing away).

From Philanthropy to Philanthrobusiness

Today’s wealthy are reshaping the culture of philanthropy in another
crucial way as well. They are doing much more than donating money;
they are increasingly donating their time, sitting on nonprofit boards,
and creating their own charitable foundations. At an even more fun-
damental level, they are working to replace the traditional, slow-
paced, process-focused culture of many nonprofit organizations with
the leaner, fast-paced, results-focused entrepreneurial ethic that has
served them so well. In a sense, they are leading the paradigm shift
from philanthropy to philanthrobusiness.

The entrepreneurial ethic begins with an action-orientation, a
sense of personal responsibility, and a personal philosophy one might
call rugged individualism. In a charitable context, this means much
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more than just giving money; it means taking action, and taking re-
sponsibility. Eighty-four percent of the wealthy we surveyed feel it is
more important to ‘‘personally help others in need, instead of looking
to the government and companies to lead the way.’’ Thirty-five per-
cent volunteer their own time on a regular basis, compared to 20
percent of the general population; 31 percent regularly attend charity
events, compared to 9 percent of the general population.

But today’s wealthy are taking it a step further, from ‘‘getting
involved’’ to taking charge. It’s been called ‘‘high-engagement giving,’’
or less charitably (pardon the pun), ‘‘control freak philanthropy.’’ Re-
gardless of the label, it typically begins to manifest itself in board
membership. Over half of the wealthy, and nearly three-fourths of
masters, serve on at least one nonprofit board. Most serve on two or
three.

This direct involvement in charities at a leadership level is one
of the great unrecognized ‘‘facts of American wealth,’’ and it has pro-
found implications. The wealthy are playing a powerful role in defin-
ing the charity board agenda. They refine the missions, define the
strategies, and oversee the action plans. Moreover, they have a dra-
matic influence on the selection of officers who manage and distrib-
ute the assets and services of nonprofits. The wealthy are, in a sense,
both the CEOs and the HR directors of America’s charities.

The next step beyond board membership is creating their own
nonprofit organizations. Twenty percent have already done so, and
an additional 26 percent plan to. These figures are large, but what is
truly unique about the nonprofit foundations of today’s wealthy is
the businesslike approach used in starting and managing them.
Aware that charitable organizations, like many businesses, are often
very inefficient, today’s new breed of foundations emphasize lean
organizational structures, few administrative costs, and minimal
overhead. They focus on results, tracking quantifiable metrics that
assess results achieved per each dollar spent.

Indeed, every aspect of the entrepreneurial economy is being
translated into nonprofit equivalents, in part simply by adding the
word social in front of typical business jargon. ‘‘Social venture capital-
ists’’ and ‘‘venture philanthropists’’ seek out and invest in ‘‘social en-
trepreneurs’’ with innovative approaches to making a difference in
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the lives of others. The goal is ‘‘social profits.’’ And like all entrepre-
neurs, they dream big. The industry mantra is: ‘‘Social entrepreneurs
are not content just to give a fish or teach how to fish. They will not
rest until they have revolutionized the fishing industry.’’10

For all its benefits, social philanthropy has its gray areas and its
detractors, of course. Google founders Larry Page and Sergey Brin
have pledged to spend approximately $1 billion in social efforts that
they believe will ultimately have a bigger impact on the world than
Google itself. But in addition to changing lives, Google.org plans to
invest in start-up firms and new technologies, which has caused
some to question whether conflicts of interest may occur when for-
profit business goals conflict with their nonprofit ideals. Google’s
philanthropic efforts are hardly alone in being the subject of increas-
ing scrutiny, particularly because many charitable endeavors spend
just 5 percent of their assets each year—the minimum to avoid pay-
ing taxes—while investing the remaining 95 percent.

In 2007, the Los Angeles Times explored this conflict as it relates
to the Bill and Melinda Gates Foundation.11 Rightly known for inno-
vation and good deeds throughout the world, the foundation has
helped curb the spread of preventable diseases such as polio, mea-
sles, and malaria, often tackling public health issues ignored by large
pharmaceutical companies because of their lack of profit potential.
But at the same time, the foundation has an investing arm—
managed separately from its philanthropic efforts—with a fiduciary
responsibility to invest wisely and maximize returns. Some have
claimed that some of these investments, such as those in major phar-
maceutical and petroleum companies, conflict with public health ob-
jectives of its philanthropic ventures. The fact is that virtually any
portfolio today can be second-guessed as having morally dubious
components, and what exactly constitutes ‘‘morally dubious’’ is highly
subjective. Moreover, any portfolio that limits itself to investments
that are universally hailed as noble and without fault would be so
limited as to shirk the legal responsibilities associated with managing
a charitable foundation.

These potential conflicts will no doubt lead to continued debate
in the years to come, and some charitable causes will seek innovative
solutions to resolving them. For example, Nathan Cummings rose
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from an impoverished childhood to found the company we know
today as the Sara Lee Corporation; today the Nathan Cummings
Foundation pursues its unambiguous good deeds while also lever-
aging its nearly half-billion dollar endowment to force the companies
it invests in to pursue environmental sustainability and social justice.
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C H A P T E R T W E L V E

The Plutonomy
When 5 Percent of the Haves Own More Than

the Other 95 Percent Combined

‘‘[I]ncreasing income inequality is bad for the economy,
bad for crime rates, bad for people’s working lives, bad

for infrastructural development, and bad for health—in

both the short and long term.’’

—George Davey Smith, British Medical Journal

‘‘Our inequality materializes our upper class, vulgarizes

our middle class, brutalizes our lower class.’’

—Matthew Arnold

‘‘Many social scientists believe this sudden rebirth of

economic inequality is the biggest news of the last half-
century. . . . The fundamental bargain, the core of

america, has always been that we can live with big gaps

between rich and poor as long as there is also equality

of opportunity. If that is no longer true, then the core

bargain is being violated.’’

—Robert Putnam, quoted by The Yard

WE SAW EARLIER the tremendous financial gains made by the wealthi-
est 1 percent of Americans. They now own 34 percent of American
assets, up from the twentieth-century low of 20 percent at the mid-
70s tail of the Great Compression, but down slightly from the dot-
com era peak of 38 percent and the twentieth-century high of 44
percent in 1929. But let’s now look deeper into the distribution. The
next 4 percent of the population controls nearly 25 percent of the
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assets. In other words, 5 percent of the country—approximately 6
million households—controls 59 percent of the wealth, while the
other 107 million households share the other 41 percent.

Take it a step further: The next 5 percent of the population owns
12 percent of the assets; combining this with the top 5 percent high-
lighted above, means that 10 percent of the country owns nearly
three-fourths of the assets. Now let’s add in the next 10 percent of
the population—the second decile of wealth—that controls just over
13 percent of the assets. Put it all together, and 20 percent of the
country owns roughly 85 percent of the assets.

At the other end of the spectrum, 80 percent of the population
owns just 15 percent of the wealth in America, with almost all of
that being concentrated in upper reaches of that group. Sixty percent
of the population owns just 4 percent of the assets, and at the very
bottom rung, 40 percent of the country combines to own less than
one-quarter of 1 percent of the wealth (see Figure 12-1). At various
times, depending on stock prices, Bill Gates himself has had more
assets than the 45 million households in the bottom 40 percent of
the distribution.

This analysis used overall net worth as a measure of wealth, but
the same pattern emerges whether we look at liquid assets, stock
ownership, income, or virtually any other metric. Citigroup financial
analyst Ajay Kapur and his colleagues coined the term plutonomy to
describe societies characterized by this kind of massive inequality in
the distribution of wealth.1 In the industrialized world, the United
States has the greatest wealth disparity, followed closely by the
United Kingdom, Canada, and Australia, all of which have also expe-
rienced explosions of wealth among the top 1 percent of their popu-
lations during the past two decades. In contrast, much of continental
Europe and Japan aren’t considered plutonomies by virtue of their
more egalitarian wealth distributions and the stability or slight de-
clines among the holdings of their top 1 percent. Kapur attributes
plutonomies largely to a collection of factors that are familiar based
on our analysis of wealth: technological advances, financial innova-
tion, wealth-friendly tax policies. He also points out the importance
of ‘‘the rule of law,’’ implying not only societal stability but also strong
protections of patents and other intellectual property.
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Figure 12-1 Distribution of wealth in the United States.
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The Future of the American Plutonomy

Plutonomies have evolved differently throughout history, some end-
ing with the bang of revolution, others fading in a slow whisper.
Historians debate whether Marie-Antoinette actually responded to
the news that the French population had no bread to eat with the
phrase ‘‘Let them eat cake’’; moreover, if she did say it, perhaps she
would have been viewed differently by history if it had been interpre-
ted, as some historians now suggest, as meaning ‘‘Let’s respond to
our flour shortage by letting the average person buy brioches at the
same price as bread.’’ But she was guillotined nevertheless, and mas-
sive disparities of wealth were certainly key factors in the French

http://www.levy.org/pubs/wp_502.pdf
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Revolutions of 1789 and 1848. But as Kevin Phillips points out in
Wealth and Democracy, massive inequality has been a harbinger of
significant but more gradual declines among each of the world’s most
dominant powers since the Renaissance: Spain in the early 1500s,
Holland in the early 1600s, and the British Empire of the 1800s.

The future of any plutonomy, along with its social and political
implications, depends on a number of factors. First, while the rich
have gotten richer, has everybody else gotten richer as well? At the
extremes, two scenarios suggest themselves. First, if the economy
approximates a zero-sum game, in which the gains of the elite come
at the expense of the vast majority, then resentment and class war-
fare would be more likely. On the other hand, perhaps a rising tide
lifts all boats (a phrase John F. Kennedy popularized in responding
to criticism that his tax cuts would mainly benefit the wealthy), and
the gains of the wealthy elite are symptoms of overall economic
growth that results in broad-based gains among all elements of the
population. Certainly the economic expansion of the past several
decades has been fueled in part by employment growth and techno-
logical innovation driven largely by entrepreneurial companies.

Somewhere between these two scenarios is the trickle-down ef-
fect, a mildly derisive phrase used to describe the supply-side eco-
nomic theories generally associated with Ronald Reagan. These
theories postulate that the financial gains of the wealthy get spent
largely on investments and services that, in turn, create jobs and
support small businesses. In New York City, for example, it has been
estimated that $200,000 spent on services—everything from drivers
and decorators to personal trainers and psychologists—creates
roughly five jobs, and that the top 1 percent of earners create over
150,000 service jobs by virtue of their spending.2

Assessing which of these scenarios best characterizes the current
U.S. plutonomy is a complex economic task. In a plutonomy, statisti-
cal averages and the notion of a typical consumer become less mean-
ingful, or even misleading. So, as we look for evidence of financial
growth among the less than elite, it is important that we examine it
separately among groups of differing financial means. Figure 12-2
traces U.S. Census data on household incomes over the past forty
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Figure 12-2 Household income, adjusted for inflation (in 2006 dollars).
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years, in 2006 dollars after adjusting for inflation. Among those in
the bottom 20 percent, household income rose from $8,254 in 1967
to $11,352 in 2006, an increase of 38 percent, or approximately 1
percent per year. For those in the top 5 percent, income rose three
times faster, yielding a forty-year increase of 105 percent, from
$145,006 to $297,405. The Census department doesn’t break out
these particular figures for the top 1 percent, but other indicators
make it clear that most of the gain of the top 5 percent is likely
attributable to gains among the top 1 percent.

Figure 12-3 uses data compiled from a different source (the
Congressional Budget Office), a different metric (after-tax income),
and a slightly different time period (1979 to 2004), but it presents
the same basic conclusion: The financial gains of the top 1 percent
are dramatic, nearly tripling over a quarter-century from $314,000 to
nearly $868,000. In fact, the income of people in this group in-
creased 20 percent from 2003 to 2004 alone. It took those in the
middle 20 percent of the population the full twenty-five years to see
a similar increase, up 21 percent from $39,900 to $48,400. Those in
the bottom 20 percent were treading water, seeing only an $800

http://www.census.gov/hhes/www/income/histinc/h03ar.html
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Figure 12-3 Change in average real after-tax income, 1979–2004 (2004
dollars).
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increase in real income over twenty-five years, to $14,700. Depend-
ing on the time period chosen, many such analyses suggest that the
lowest income groups are actually losing ground; when the Congres-
sional Budget Office compiled figures for 1977 to 1994, for example,
they concluded that the lowest 20 percent lost 16 percent in after-
tax income, while the next 20 percent up lost 8 percent.

Clearly you could pick and choose the time periods and metrics
to suit your point of view, but even then, looking solely at monetary
metrics such as income simplifies the complex dynamics in terms of
overall financial health and quality of life. Income has risen for many,
but today it often takes more hours, more stress, and longer com-
mutes to earn that money. Technology prices drop and purchasing
power rises in some categories, while health insurance becomes
harder to get, more expensive, and less comprehensive. In fact, sev-
eral indices of America’s overall well-being and social health have
shown significant declines over the past several decades.3

The bottom line is this: Over the past two to three decades, the
wealthy have gotten hugely, massively richer. One could potentially

http://www.cbpp.org/1-23-07inc.htm
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debate whether the lower and middle classes are worse off today
than they were then, but it is clear that they haven’t even come close
to the wealth increases of the financial elite. The overall changes in
their lifestyles are, at best, mixed. What, then, is the future of the
American plutonomy? If not a revolution, are we at least headed for
a really ticked-off electorate?

Class Conflict and Class Warfare

The notions of class conflict and class warfare are as old as humanity
itself. Ancient philosophers debated the dynamics of class at a time
when wealth was even more radically concentrated than it is today.
The glory that was Greece and the grandeur that was Rome, for all
their pioneering efforts in democracy that have influenced Western
civilization, were both societies built on massive populations of
slaves. In ancient times, of course, violent revolution was a far more
common occurrence than it is today. In The Republic, Plato de-
scribed how oligarchies often evolve into democracy only after vio-
lent revolution: ‘‘Any ordinary city, however small, is in fact two
cities, one the city of the poor, the other of the rich, at war with one
another.’’4 Aristotle, always something of a middle-of-the-road kind
of guy, waxed poetic in his Nicomachean Ethics about the noble qual-
ities of societies in which the middle class was stronger than that
above or below it, but he then lamented how rarely those societies
developed. Athens, he pointed out, leaned toward democracy (in his
view, ‘‘rule of the poor’’) while Sparta was a classic oligarchy—the
harmonious balance that Aristotle sought in all aspects of life was
particularly elusive in politics.

In contrast to the ancient world, and to France in the eighteenth
and nineteenth centuries, class conflict has rarely inflamed a revolu-
tionary fervor in the United States. For all the injustices of the indus-
trial era, for example, political parties that made income equality a
central tenet—communists and socialists—were never more than a
footnote on the American stage. Their influence peaked at very mod-
est levels during the depths of the Great Depression, with socialist
candidate Norman Thomas garnering just 2.2 percent of the vote in
1932—far behind the 57 percent who voted for FDR’s substantive
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but evolutionary approach to change. To a large extent, the American
cultural ethos has always tolerated considerable financial inequality,
as part of a larger philosophy of free enterprise, rugged individualism,
and self-determination. Inequality of finances is seen as a natural by-
product of meritocracy and the resulting inequality in ideas, skills,
and effort. Even the esteemed biographer of the American spirit,
Alexis de Tocqueville, who marveled at so many aspects of the Amer-
ican passion for equality and democracy, also marveled at American
materialism and the resulting tolerance for inequality: ‘‘I know of no
other country where love of money has such a grip on men’s hearts
or where stronger scorn is expressed for the theory of permanent
equality of property.’’5

Inequality in the United States has also tended to result from
innovations that did have trickle-down effects, even if the financial
gain from those innovations was concentrated at the top. The average
American in 1920 didn’t see his income rise with that of John Rocke-
feller or Cornelius Vanderbilt, but he certainly saw tangible changes
in his own life and that of his family as a result of railroads, electric-
ity, telephones, radio, automobiles, and the like. In the twenty-first
century, the average American has been left behind in the wealth
explosion experienced by the entrepreneurial elite, but certainly has
experienced personal benefits from cell phones and the Internet.
Revolutionary movements in France were precipitated in part be-
cause the wealthy elite there came to be associated, not with utilitar-
ian innovations, but with ostentatious and impractical luxury. Louis
Vuitton trunks and Hermès bags added value only to the elite few
who could afford them.

To the extent that Americans are aware of the financial inequality
in society today, they’re just not very upset about it. Kevin Phillips
summed up this dramatic monetary transformation, and the tepid
social response to it: ‘‘In just a little over two centuries the United
States went from being a society born of revolution and touched by
egalitarianism to being the country with the industrial world’s biggest
fortunes and its largest rich-poor gap. It is a transformation that
Americans will have to start thinking about.’’6 It is a remarkable—and
accurate—choice of words: They will have to start thinking about it.
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Not rise up, or take to the streets, or create a revolution at the ballot
box. Not even have been thinking about.

For most Americans, income inequality is an abstract philosophi-
cal conundrum that barely registers as troubling, amid the myriad
concerns that face them today. In October 2007, Harrison Group
conducted a nationally representative survey (of all Americans, not
just affluent or wealthy ones), asking which social problems and na-
tional issues people were most concerned with; poverty barely
cracked the top ten, behind health care, Iraq, terrorism, Internet
predators, education, guns in schools, and drugs. Concerns about
‘‘the economy’’ in general at that time ranked sixteenth, and certainly
climbed with the recession fears as we moved into 2008. But even
then, it was more of a tactical, self-focused concern about one’s own
job security and mortgage rather than a broader, societal-level con-
cern that ‘‘something must be done’’ to preserve fairness or democ-
racy.

For the most part, financial inequality has barely registered as an
issue at the voting booth. The tax reforms of Ronald Reagan and
Margaret Thatcher, which among other effects greatly reduced tax
rates among the very wealthy, were called by some ‘‘class warfare
from above,’’ but they were done largely with the blessing of the
social classes with which they were supposedly at war. Similarly,
George W. Bush’s two presidential victories occurred in part because
so many people voted against their personal economic interests.
More affluent blue-state Democrats voted for candidates who likely
would have raised the tax burden on the wealthy, whereas the red
states were largely carried by less affluent individuals who would
benefit the least from the Bush tax cuts. Social, cultural, and per-
sonal factors were stronger predictors of voting preferences than eco-
nomic self-interest and income equality. As Senator John Edwards
ran for president in 2004 and 2008, he spoke eloquently about two
Americas:

One America that does the work, another that reaps the re-
ward. One America that pays the taxes, another America that
gets the tax breaks. . . . One America—middle-class
America—whose needs Washington has long forgotten, an-
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other America—narrow-interest America—whose every wish
is Washington’s command. One America that is struggling to
get by, another America that can buy anything it wants, even
a Congress and a president.7

It was a powerful and eloquent speech. As he typically pointed
out during the speech, Edwards knows both Americas personally,
growing up the son of a mill worker and creating his own $30�

million fortune as a trial lawyer fighting the excesses of corporate
America. Despite his unquestionably authentic stump speech, Ed-
wards was trounced and dropped out of both races early. Yes,
America wanted change, particularly in the 2008 primary election.
But the rhetoric of a wealthy elite living dramatically different lives
simply didn’t resonate with the American public, even though there
is considerable objective truth to it. Indeed, today, we even struggle
to find the words to articulate anger over income inequality. During
the industrial era, words such as plutomania (an obsessive lust for
wealth), plutolatry (the worship of wealth), and plutocrat (someone
who exercises power by virtue of wealth) were commonly and angrily
used. They all derive from the Greek ploutos, meaning ‘‘wealth,’’ but
they are so obscure today that few know their meanings.

America’s plutonomy is not on the verge of a revolution, or even
a ‘‘throw the bums out’’ vitriol at the ballot box, in part because it
culturally ‘‘isn’t us.’’ But there are other important reasons the resent-
ment about how ‘‘the other half lives’’ (more technically, how the
other 5 percent lives) has barely simmered, let alone boiled over.
Many aspire to become wealthy themselves, and recognize that in-
equality is inherently part of the American dream. Perhaps most im-
portant, while the lower and middle classes have not benefited
tremendously from the wealth boom, they largely have the ability to
meet their basic needs. Thanks to the massification of luxury, they
even enjoy a handful of products and experiences that would once
have been very high end. These luxury items include a sophisticated
cell phone; a video game system with more memory and sophistica-
tion than the Apollo capsules that landed on the moon; reliable and
inexpensive cars with a touch of panache; large-screen televisions,
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typically more than one, with cable service; a $3 cup of regular cof-
fee; and an occasional night out at a nice restaurant (or at least a
pizza at the Wolfgang Puck franchise at the mall). Sure, they may
struggle with debt and want more money; indeed, surveys show that
people in every income bracket want more money, even those in the
top 1 percent. But they could meet their basic material and emo-
tional needs in most marketplace contexts, resulting in a relatively
stable social environment where the vast majority of the population
can meet its basic needs.

As you might expect, revolutions tend not to happen when most
of the population lives in relative comfort. Interestingly, however,
revolutions don’t necessarily happen when there is a large population
in poverty. Instead, research has shown that revolutions tend to hap-
pen in societies with a large population in poverty that begins to
experience upward mobility—when they break through the feeling
of learned helplessness and begin to realize that change is possible
and that their aspirations are potentially achievable.

Of Plutonomies and Politics

‘‘Democracy . . . is a charming form of government, full of
variety and disorder, and dispensing a sort of equality to equals
and unequals alike.’’

—Plato

The American plutonomy is relatively stable, but that doesn’t mean
that its impact on the political system is minimal, or even necessarily
straightforward. In fact, the new generation of American wealth is
rewriting the rules of money and politics, but in ways far more subtle
and varied than revolution or simple class conflict. Wealth today isn’t
even as simple as Democrats versus Republicans, as the stereotypical
notion of the wealthy Republicans, like so many other stereotypes
about the wealthy, has less validity than one might expect.

Forty percent of the wealthy describe themselves as Republi-
cans, a figure that has dropped about ten percentage points from
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2005 to 2008, likely reflecting both the changing nature of wealthy
individuals and a dissatisfaction with the Bush presidency. About
one-third are Democrats, and one in five are self-described Indepen-
dents. As we saw in Chapter 8, political affiliation differs dramati-
cally across segments, with nearly three-fourths of directors being
Republicans, and mavericks skewing toward Democrats.

Certainly the wealthy are highly connected with one another,
and with the politically powerful as well, but that doesn’t necessarily
equate to political interest or an attempt to leverage their connec-
tions into personal gain. Half feel they have greater access to, and
sway over, politicians and thought leaders than less affluent individu-
als, but fewer than one in five reports using that access and influence
to further his or her business aims. Influence peddling in smoke-
filled rooms isn’t the style of today’s entrepreneurial wealthy. Instead,
among the relatively small percentage with a passion for politics, they
are more likely to use their wealth to run for office. In this way, they
insert themselves directly into the political process, bypassing the
traditional methods of spending years as a professional politician
climbing the ladder of a political party.

Ross Perot, a classic maverick, paved the way. The son of a cot-
ton picker, Perot attended the U.S. Naval Academy, after which he
became a salesman for IBM, and in 1962 founded Electronic Data
Systems (EDS). Despite being an elite salesman at IBM, his first
eighty-eight sales pitches as CEO of EDS were reportedly unsuc-
cessful, but he persisted and eventually won a string of large govern-
ment contracts. EDS went public in 1968, giving Perot his first
liquidity event and landing him on the cover of Fortune. He went on,
in 1982, to sell EDS to General Motors for $2.4 billion. At the same
time, he became something of a political troubleshooter for then
Texas governor Bill Clements, bringing an outsider’s mentality and
entrepreneurial approach to reworking laws on education and drug
use.

Of course, Perot was best known for his 1992 presidential bid,
which he approached in true maverick fashion, from running as a
third-party candidate, to his unique combination of political stands
(pro-choice and pro-environment, but hawkish on the federal deficit
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and the war on drugs), to truly innovative approaches in political
advertising (half-hour infomercial ads), to language that even oppo-
nents found candidly refreshing (such as the ‘‘giant sucking sound’’
of jobs he believed would go to Mexico if NAFTA was passed). He
was estimated to have spent over $60 million of his own money in
the effort.

As wealth exploded in the 1990s, a growing number of success-
ful entrepreneurs used a similar model, reinventing themselves as
politicians and using their personal wealth to bypass traditional polit-
ical stepping-stones. Political aspirants of lesser means typically
move up from local office to state office and so on, but wealth offers
the opportunity to leap directly into high-profile positions. Jon Cor-
zine went from growing up on the family farm, to becoming Goldman
Sachs CEO, to spending $62 million of his own money to become
the U.S. Senator from New Jersey, followed four years later by
spending over $35 million to become governor of New Jersey.

Michael Bloomberg, the son of a real estate agent, left his job as
an equity trader at Salomon Brothers to start the information services
firm of Bloomberg L.P., which now accounts for the bulk of his
$11� billion wealth. His first political position was not city council-
man, but mayor of New York City.

Self-financing is not a new phenomenon, but it has grown
consistently throughout the wealth boom. In 1990, only three con-
gressional candidates spent more than a million dollars on their cam-
paigns; by the mid-1990s and beyond, sixteen to nineteen were doing
so in each election.8 Members of Congress were so concerned about
the threat of self-financing to the fabric of democracy, or, more cyni-
cally, their own reelections, that they included a ‘‘millionaire’s
amendment’’ to the Bipartisan Campaign Reform Act of 2002.9 Once
a candidate exceeds a threshold of personal spending ($350,000 in
House races; a more complex spending formula is used in Senate
races), then his or her opponent is no longer bound by a variety of
fundraising restrictions, including how much individuals may con-
tribute and how much the party can spend on their behalf.

To date, self-financing has yet to rewrite the political landscape
as some had feared and others had hoped. Although some deep-
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pocketed self-financers have won high-profile elections, about 80
percent of self-financers lose.10 There are many theories as to why, all
of which probably have some validity, ranging from a lack of political
experience, to voter distrust of their motives, to the tendency of self-
financers to be challengers rather than incumbents. But that may be
about to change, as political victories appear to be less about the
amount of money spent and more about the quality of the candidate
and the savvy with which money is spent. And the entrepreneurial
wealthy are nothing if not savvy. Moreover, they are adept at learning
from the successes and failures of others, and at hiring the right
consultants for the right jobs. As voters become more familiar with
entrepreneurial candidates (and there is a hunger for outsiders that
remains largely untapped by politicians), expect that their successes
will multiply and that self-financing will reshape both parties.

Author Jonathan Rauch coined the term ‘‘Learjet liberal’’ based
on his analysis that self-financed entrepreneurs-turned-politicians
who contributed ‘‘moderate’’ amounts ($1 million to $4 million) were
predominantly Republicans, whereas those spending more were pre-
dominantly Democrats.11 Although that certainly appears to have
been true during the 1990s, we believe that is more of a historical
artifact subject to fluctuation rather than a lasting trend based on
underlying dynamics of money and political attitudes. Across all of
our studies, we see no consistent relationship between party mem-
bership or political orientation (e.g., liberal vs. conservative) on the
one hand, and net worth or tenure of wealth on the other.

Ex-Massachusetts Governor Mitt Romney is an interesting illus-
tration, not only of a high-spending Republican but also of the
changing face of wealth in America.12 Romney was hardly the result
of a modest upbringing. His mother Lenore ran for the Senate in
1970, and his father George was considered by some to be one of
the last high-profile champions of the liberal wing of the Republican
Party, serving at various times as the governor of Michigan, secretary
of Housing and Urban Development, and Richard Nixon’s opponent
in the 1968 Republican primary election. He was well connected,
naming his son Willard Mitt Romney for his close friend and hotelier
J. Willard Marriott. But most interesting for the current discussion
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is the elder Romney’s tenure as chairman of American Motors Cor-
poration from 1954 to 1962. He was bold in his decision making,
dropping then-classic brands Nash and Hudson in favor of the up-
start Rambler; the resulting surge in company performance and ten-
fold increase in stock price helped land him on the cover of Time in
1959.

George Romney’s salary of $275,000 made him one of the high-
est paid people in America, placing him in the top one-hundredth of
1 percent of the income distribution. In other words, he was making
more than 99.99 percent of Americans at the time. His salary bor-
dered on embarrassing, and Romney declined a $100,000 bonus in
1960, telling his board that his salary already exceeded what any
executive ‘‘needs to make.’’ Adjusting for inflation, his salary would
equate today to roughly $1.8 million—certainly comfortable, even
wealthy, by any standard, but far below the 99.99th percentile. To
reach that rarefied air today would require an income of over $10
million.

Romney’s son Mitt would pursue a different path to wealth. Ris-
ing from a summer internship at Boston Consulting Group to be vice
president at consultancy firm Bain & Company in ten years, he left
to cofound Bain Capital, a spin-off focused on private equity invest-
ments. In other words, he was heading into the heart of the entrepre-
neurial wealth boom, investing in high-risk, high-reward start-ups,
some of which would become household names like Staples. Bain
Capital claimed an annual rate of return of 113 percent during Rom-
ney’s tenure, a stunning figure that catapulted their assets to over
$50 billion and Romney’s personal wealth to approximately $350 mil-
lion.

Mitt Romney invested $7 million of his own money into his first
campaign, but lost his bid for the U.S. Senate in a battle of new
versus old money to Senator Edward (Ted) Kennedy, who outspent
Romney with $10 million out of his own pocket. His $6 million in-
vestment in his 2002 gubernatorial bid was more successful. The
$37 million he invested into his 2008 presidential bid brought him
far short of the Republican nomination, but even that dramatic in-
vestment still left him with a net worth of over $300 million.
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Plutonomy and the Two Economies

‘‘Oh, East is East, and West is West, and never the twain shall
meet.’’

—Rudyard Kipling

While the American plutonomy is slowly reshaping the political land-
scape, its impact on economic and social institutions has been pro-
found, pervasive, but in many ways surprisingly subtle. Just as John
Edwards spoke about the two Americas, there are increasingly two
economies—one for the wealthy and one for everyone else. By virtue
of their spending levels, this high-end plutonomy economy plays a
vital role in the overall health of corporate America, and the national
economy as a whole. The diverging nature of these two economies
has implications for everything from national spending forecasts to
the nature of commerce itself.

For example, when Harrison Group develops its annual holiday
retail forecast, we find that making projections by income group is
crucial. Simply basing projections on overall responses such as
‘‘Americans are planning to spend an average of x percent more this
holiday season’’ essentially weights all respondents equally—fine for
counting votes, but very much off target when it comes to spending
money. An average spending decrease may reflect significant spend-
ing declines among the vast majority of the population, but be offset
by small percentage increases in the big holiday budgets of the
wealthy.

The plutonomy economy, as one might expect, has thrived with
the boom in wealth. In addition to coining the word plutonomy, Citi-
group’s Kapur also created a Plutonomy Index to measure the overall
financial performance of companies that serve the very wealthy. This
index incorporates reasonably well-known brands and companies
highlighted in our previous discussions, including luxury conglomer-
ates LVMH and Richemont, as well as Hermès, Porsche, Four Sea-
sons Hotels, Tiffany, Polo Ralph Lauren, and Sotheby’s. It also
includes a number of billion-dollar companies that are big players in
the plutonomy economy, but that fall into the ‘‘if you’re not rich,
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you’ve probably never heard of them’’ category: Julius Baer and Von-
tobel (private banking), Beneteau and Rodriguez Group (yachts),
Shangri-La Asia (hotels), Kuoni (travel), Toll Brothers (homes), and
Tod’s (leather). Since the Plutonomy Index was introduced in 1985,
it has averaged a return of 17.8 percent annually—far better than
comparable indices of global stocks. Its performance remains strong
even after controlling for sector effects, survivorship, changing mem-
bership in the index, and other potentially confounding factors.

Comparable indices reveal the same general trend. Forbes’s Cost
of Living Extremely Well Index (CLEWI) tracks price changes
among forty-one extremely high-end products and services that one
might consider hallmarks of ‘‘old money,’’ including sable coats, Be-
luga caviar, Lenox silverware, Harvard tuition, yachts, horses, tennis
courts, face-lifts, helicopters, Learjets, and so on. Since 1976, the
CLEWI (representing the cost of goods in the plutonomy economy)
has risen at twice the rate of the Consumer Price Index (a measure
of the cost of goods in the ‘‘everybody else’’ economy).13 Why did
these companies raise prices? For the most part, because they could.
The wealth boom has lessened price sensitivity at the high end, and
paying twice as much for sublime quality is less of a concern when
your net worth has increased tenfold.

With their middle-class backgrounds, the wealthy will often play
a key role in the ‘‘everyone else’’ economy; we’ve seen their enthusi-
asm for Costco, Target, and other mainstream retail outlets. Indeed,
they will often account for the bulk of sales and profits in many of
these outlets. But increasingly, there is a separate and decidedly un-
equal economy that caters specifically to the wealthy, one that the
middle and lower classes not only don’t participate in, but also are
often totally unaware of. We’ve seen some of the brands and compa-
nies known primarily to the wealthy, and the wealthy have long had
nearly exclusive access to some sophisticated financial services, from
private banks and hedge funds to the inside track on venture capital
investments and IPOs. But over the past decade, plutonomy markets
and ‘‘everybody else’’ markets have been diverging in new categories
and new ways.

Consider health care. The hottest trend among health care for
the wealthy is the emergence of ‘‘concierge doctors.’’14 Membership
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as a patient in such a practice often starts with an annual fee of up
to $20,000. After that, the patient gets, well, pretty much anything
he or she wants. Personalized, sophisticated medical care goes with-
out saying, but the difference is in the perks. No waiting. House
calls. The doctor’s personal cell phone number. Someone who han-
dles all the insurance hassles for you. The growing healthcare option
for the ‘‘everybody else’’ economy? The Clinic at Wal-Mart is ex-
pected to be in over 400 stores by 2010. Target, CVS, and Walgreens
are following suit, with the total number of ‘‘convenient care’’ facili-
ties expected to double nationally to 1,500 by the end of 2008. The
notion of a two-tiered medical system based on the ability to pay
raises ethical, regulatory, and insurance issues, but it is likely here to
stay in one form or another.

Health care isn’t the only field in which ethical standards have
historically been based largely on egalitarian principles, but that are
now being shaken by the two-tiered economy. In principle, fire de-
partments have long been public institutions serving everyone in
need equally, making decisions by balancing need and safety con-
cerns. Now, some high-end private insurance companies are also
employing private firefighters to protect homes from wildfires.15 This
raises questions about how a variety of decisions might be made,
including when to deploy those firefighters, with what equipment,
how to prioritize their efforts, and so on. The ability to pay top premi-
ums, and the cost-benefit trade-offs to the insurer, creates potential
conflicts of interest.

Not every aspect of the plutonomy economy raises ethical issues,
but many do create the image of financial inequality driving people
to live parallel lifestyles. Members of the ‘‘everybody else’’ economy
fly in and out of New York City via LaGuardia and JFK. Members of
the plutonomy economy fly in and out of Teterboro Airport on private
aircraft.

Television for Those Who Happen to Be Rich

The financial elite even have their own television stations, and we’re
not talking about mainstream financial news channels such as
CNBC. We’re talking about Plum TV, a network whose average
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viewer has an annual income of $600,000, and one-fourth of whom
fly on private jets. Never heard of it? You probably don’t vacation in
Aspen, Nantucket, the Hamptons, Sun Valley, Miami Beach, Mar-
tha’s Vineyard, Telluride, or Vail—the only markets in which Plum
TV airs. In other words, you’re probably not part of the plutonomy
economy.

Plum TV is a fascinating story, not just as a TV network that has
been remarkably effective at connecting with the financial elite, but
also because of the insights into wealth that emerge from the per-
sonal story of its founder. In 1976, when he was just nine years old,
Tom Scott saw a business opportunity in the cars lined up at gasoline
pumps. He and a friend went from car to car selling juice, muffins,
and newspapers. Ten years later, he applied the same concept of
selling juice and snacks to those who had moored their boats in Nan-
tucket. A few steps later, he and partner Tom First founded Nan-
tucket Nectars, and the business took off slowly. As Tom put it, ‘‘We
were poor. We remained poor for a quite a while thereafter.’’16 By his
own admission, he failed accounting in college (as did his co-
founder), and couldn’t tell you what a profit margin was. But he
had a passion for quality and authenticity, and his devotion to those
principles guided every step that came thereafter. Similarly, he didn’t
know much about the juice business, but he did know that most of
the juice available was, in his words, ‘‘junk.’’

The business was started simply, by selling lemonade off Tom’s
boat, but he encountered a series of challenges as he decided to
scale up his business and manufacture lemonade on a larger scale.
As Tom tells his story today, he asks people what ingredients go into
lemonade, and nearly everyone answers water, lemons, and sugar.
But he then defies people to walk into any store to find a bottle of
lemonade with just those three ingredients. He found out why first-
hand as he toured factories. He would say, ‘‘I want to put my lemon
pulp in there,’’ only to be told, ‘‘You can’t do that—it will clog my
filter tubes.’’ He would explain ‘‘I want to use real sugar, not high
fructose corn syrup,’’ only to hear, ‘‘You can’t—it will crystallize and
clog the equipment.’’ ‘‘I want the caps to be purple’’ (actually, plum),
only to be told, ‘‘You can’t put purple paint in my cap-painting ma-
chine—I’ll have to clean it afterwards.’’
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The two Toms persisted, spending more for real ingredients, in-
vesting more time to manually clean clogged equipment, spending
more for real pasteurization rather than using cost-cutting chemicals.
The extra time and costs were a financial nightmare; Scott jokes that
if either he or his partner had passed accounting, they may never
have started the business. But guided by principles rather than by
P&L statements, they persisted and were able to achieve profitability
without compromising quality.

They used the same general approach in advertising. They used
no script when recording their radio ads, describing the process as,
‘‘Let’s just talk and tell our story, and we can edit it together after-
wards.’’ They started with what would become their iconic phrase—
‘‘Hi, I’m Tom and I’m Tom, and we’re juice guys’’—and like jazz
musicians, they ad-libbed and riffed around their two key themes of
quality juice and the ‘‘evolution solution’’ of focusing on continual
improvements. They went on to win Mercury awards for excellence
in radio advertising. The authenticity that came through so clearly in
those original radio spots became a mantra that Tom has repeated
throughout his marketing messages, telling his advertising and cre-
ative teams, ‘‘Don’t be creative ever again. Don’t create anything. Just
tell the story. Don’t try to be funny. Don’t try to be cool. Don’t try to
be anything. Just understand what it is we do. It’s the ‘evolution
solution’—make juice better every time you can. That’s our mission.
Then tell the story about that’s what we do. Tell the story in a way
that’s real.’’

Within a few years, the two Toms were selling 280 million bottles
of juice a year. Substantial liquidity came into their lives after a joint
venture with Ocean Spray in 1998 and then selling Nantucket Nec-
tars to Cadbury Schweppes PLC in 2002. When asked about his
success, Tom half-mockingly suggests that a lot of people tell him,
‘‘Yeah, you’re geniuses.’’ His response is:

All I can tell you is, we’re not geniuses. We tried to do it all
the wrong ways, too. But when you are focused on principles,
you can look back and say, ‘‘I can see how we connected
those dots.’’ But when you are looking forward, there’s no
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way you can know how you will connect those dots. We
ended up succeeding because of our principles, not our plan.

Soon after cashing out, Tom Scott found himself looking for new,
challenging ventures. A local cable station in Nantucket piqued his
interest, so he bought it, renaming it Plum for those initially trouble-
some purple caps. Again, he started less with a business plan and
more with a passion for storytelling, authenticity, and sincere enthu-
siasm for the Nantucket community. And he used another insight
from his days selling juice: the seemingly simple but often overlooked
principle of talking to people when they want to be spoken to.

It’s an often violated principle of advertising, but one that he
experienced personally during efforts to give away free samples of
Nantucket Nectars. Instead of giving away juice in the busiest New
York City intersections with the highest population density, he gave
away juice at Coney Island. There people are relaxed; they want to
have fun. They want to stop and talk, and try new experiences. In a
sense, they want to be spoken to. That is the same mind-set, he
reasoned, that people have on vacations in places like Nantucket.
Tapping into that mind-set would be key to launching Plum success-
fully, and proving that the wealthy people who spend time in these
communities are more open to advertising when their relaxed vaca-
tioning mind-sets allow them to let their guard down.

Once again, a willingness to ignore conventional wisdom was
crucial to success. People told Tom, ‘‘Rich people don’t watch televi-
sion. They particularly don’t watch television while they’re on vaca-
tion.’’ Tom’s response was, ‘‘All I know is people want vacation when
they are on vacation. When they are vacationing in Nantucket, they
want Nantucket. They want to connect with the local community,
and experience the fun and personality that make it unique.’’ At its
core, Plum TV is not ‘‘television for rich people,’’ as many in the
media have labeled it. Instead, it is authentic television, giving the
local community the local programming it wants, at a time when
people most want to listen. The fact that most people watching are
extraordinarily wealthy is obviously nice for advertising sales, but
from a content and editorial perspective, it is almost a coincidence.



220 The New Elite

According to Tom, ‘‘Lots of people want to go there—it just hap-
pened that the ones with lots of money got the good seats.’’

The programming on Plum TV is a fascinating mixture of quaint
localness and tremendous sophistication. On the Today-like morning
show, you might see an interview with the local cheese shop owner
or the local football coach, followed by an interview with a vacation-
ing John Kerry or Carly Simon or Russell Simmons. That eclectic
mix comes across as remarkably authentic and engaging. Tom says,
‘‘We would be hated if we were all polished and all external.’’ He
calls it one-degree marketing: if you see an ad with Michael Jordan,
neither you nor anyone you know has ever met him. But in these
communities, everyone knows the cheese shop owner.

At the end of the day, Scott sees very little difference between
selling lemonade and marketing the TV network with the highest
average-net-worth viewers in the world. In many ways, marketing in
the plutonomy economy is quite similar to marketing in the ‘‘every-
body else’’ economy. In both cases, it is largely about being guided by
authenticity, relevance, and storytelling. In both economies, effective
marketing is about meeting people’s unmet needs and developing
communications that resonate with their attitudes. As we’ve seen,
the attitudes of the wealthy are more likely those of mainstream
Americans than one might have anticipated.
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A Final Word

IN THE FINAL ANALYSIS, we have learned that people of wealth today
are children of Middle America, and their values reflect the bedrock
values of America in the 1950s and ’60s. But now they have co-opted
those values and made them the values of the New Elite. The wheel
of history demonstrates that, at least in part, change is driven by
the reaction of underclasses to the preoccupations of the elites. The
success of middle class values may turn out to be the worst enemy
one could have imagined for the maintenance of those values. The
next couple of generations will find out whether the children of the
New Elite will corrupt those values, or reinforce and strengthen
them. This much wealth combined with these values may be the
most potent force for good in the history of the world. Or we may be
seeing the last gasp of a brilliant ideal.

223



This page intentionally left blank 



A P P E N D I X

Our Methodologies for
Studying the Wealthy

WHEN WE ADD up the interviews, questionnaires, focus groups, and
people in business whom we have met in the process of building our
understanding of America’s wealthiest households, we have had the
pleasure of speaking with over 6,000 people in the past four years.
This appendix briefly describes the methodologies we used in our
larger quantitative studies.

Throughout our research, we have been fortunate to have spon-
sors who devoted their time and thought to helping us refine our
research, focus our sampling methodology, and fine-tune the impli-
cations for their specific categories. These sponsors include Agency-
Sacks, American Honda, Bank of America, Bank of New York,
Mellon, Bombardier Flexjet, Cadillac, Cartier, Chanel, Fairmont
Hotels & Resorts, Fireman’s Fund Insurance, Four Seasons Hotels &
Resorts, Gucci, Infiniti, Leading Real Estate Companies of the
World, Lexus, Lincoln, Louis Vuitton, Lyle Anderson, Maui Land &
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Pineapple Company, Mercedes-Benz, Neuberger Berman, Saks
Fifth Avenue, U.S. Trust, and Union Bank of California.

Our Three Surveys

To date we have conducted three large syndicated studies of the
affluent and wealthy in America. In each, we have used a variety of
methodological techniques to ensure that our samples of individuals
are demographically and psychologically representative of today’s fi-
nancial elite.

The 2005 Worth-Harrison Taylor Study on the Status of
Wealth in America

Our first study was carried out in the spring and summer of 2005,
beginning with focus groups in New Mexico, Dallas, and Los
Angeles. Based on those initial groups, we assembled the question-
naire and developed a research methodology that required us to visit
each of our participants personally. Eleven extraordinary interview-
ers, plus the first two authors, fanned out across America to conduct
nearly half-day sessions with 503 families, sometimes singly, some-
times as couples. We met our successful respondents mostly in their
homes, occasionally in their offices, and several times in their clubs.
Each person we spoke with gave us at least two hours of his or her
time for the interview and then spent another hour filling out a ques-
tionnaire that detailed the individual’s spending, investing, brand ac-
quisition, and material life.

We were very fortunate to have Curtco Media—publisher of
Worth magazine and the Robb Report—as our partner in this study.
Our initial group of participants were selected from names provided
by Curtco Media and by study sponsors Lyle Anderson Company,
U.S. Trust, and AgencySacks. These recommended names were then
distilled into a list of nearly 300 ‘‘start points’’ who were demographi-
cally representative of the 750,000 families who make up the top of
the American economic pyramid (the top one-half of 1 percent of
the total U.S. personal asset pool).

These 300 initial respondents yielded 200 completed interviews.
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The interviewees, in turn, referred us to 200 more families to inter-
view. The resulting ‘‘snowball sample’’ of 200 additional families—
following the method pioneered by Dr. Alfred Kinsey in his work on
human sexuality—gave us a larger sample that continued to reflect,
geographically and structurally, the distribution of American wealth.

To assure ourselves that our sample was not significantly skewed
by factors related to nonrandomness, we pulled a sample of 100
wealthy households by conventional means. This involved using
high-quality ‘‘panel providers’’—companies that use online and off-
line methods to recruit diverse and representative groups of individu-
als for participation in research. By combining these methods, we
were able to obtain a final sample of 503 families that was represen-
tative of the 750,000 households constituting the top half of 1 per-
cent of the American economy, with a project sampling error of plus
or minus 5 percent.

Our criteria for inclusion in the study were simple but stringent.
Participants were required to have a minimum of $5 million in liquid
net worth, not including their primary residence, collections, or any
nonliquid business ownership interests. In addition, they had to re-
side (at least part-time) in the United States and had to make them-
selves available to our staff interviewers or ourselves in person.

The modal household in our sample had a net worth of $7.5
million and an annual income of $1.9 million per year, of which
they spend nearly $850,000 (the rest goes primarily to taxes and
investments). When generalized to the national population of 750,000
households, the study indicates that America’s wealthiest 0.5 per-
cent holds at least $8 trillion in liquid assets. Were we to add in
real estate, fixed assets, and collectables, this group represents an
estimated $21 trillion. As of 2004–2005, this upper echelon had a
collective annual income of $1.4 trillion and represented a consumer
market of over $650 billion in spending annually.

In summary, the study included:

• 503 households with liquid assets of $5 million �

• 11 interviewers ‘‘of the class,’’ and the first two authors

• Over 300 start points
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• ‘‘Snowball’’ interview technique pioneered by Alfred Kinsey

• Supplementation by participants from research panels

• Two-hour personal interview; 30–60 minutes for self-adminis-
tered questionnaire

See a brief description of the study in Table A-1.

Table A-1 Worth–Harrison Taylor Study sample and
population characteristics of the wealthy

Our Sample ($) Total Population ($)

Net worth 28 million (mode: 7.5M) �21 trillion

Average annual income 1.9 million �1.4 trillion

Annual household consumption 850,000 �650 billion

The 2007 Survey of Affluence and Wealth in America, by
American Express Publishing and Harrison Group

Following the 2006 American Express Luxury Summit, the Harrison
Group partnered with American Express Publishing, whose titles in-
clude Travel � Leisure, Food & Wine, and Departures, to take an
annual look at the attitudes, values, and preferences of today’s afflu-
ent and wealthy. We designed this study to deepen our understand-
ing of wealth derived from our first study, for which we identified
three key goals. First, we wished to conduct a comprehensive study
of the top 5 percent of American consumers, as defined by discre-
tionary household income. Second, we wished to examine the differ-
ent ways these people value their resources, time, and shopping
experiences. And third, we set out to examine how brands, the shop-
ping process, the media, and personal experiences affect the way
consumers bring quality and value into their lives.

To more fully understand the dynamics of wealth in America, we
‘‘cast a broader net’’ and delved deeper into the income distribution
than in our previous study. Instead of looking solely at the financial
elite with more than $5 million in liquid assets, we also examined
those who were merely ‘‘affluent.’’ We also refined our definitions to



Appendix 229

focus less on net worth and more on discretionary income, arriving
at three key income groups for analysis:

• Affluent: from $125,000 to $249,999 in annual discretionary
household income

• Super Affluent: from $250,000 to $499,000 in annual discre-
tionary household income

• Wealthy: $500,000 or more in annual discretionary household
income

All three groups combined represent approximately 5 percent of the
American population. The wealthy group alone represents approxi-
mately one half of the top 1 percent of the financial distribution. In
addition, we ensured that we had large enough samples to accurately
examine those in the top one-tenth of 1 percent—roughly those with
$1.5 million in annual discretionary income.

We conducted the study during October and November of 2006,
collecting 1,300 interviews via a forty-five-minute Internet-based
survey. Once again, we used multiple panels and starting points to
ensure proper demographic and psychographic representations
within each segment. Overall, our respondents are demographically
representative of the 6.1 million households in America with at least
$125,000 in annual discretionary income. The average respondent
household has discretionary income of $375,000. Our sample aver-
aged approximately $5.2 million in assets—which means that the
total assets held by the affluent and wealthy in America are approxi-
mately $32 trillion. They also ‘‘consumed’’ $1.3 trillion, or approxi-
mately 25 percent of all U.S. personal consumption.

In summary, the study included:

• 1,300 interviews using a forty-five-minute Internet survey

• Multiple panels and starting points to ensure total representa-
tion

• Three key segments, based on annual discretionary income
—affluent, super-affluent, wealthy

See a brief description of the study in Table A-2.
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Table A-2 The Annual Survey of Affluence and Wealth
in America, 2007, sample and population
characteristics

Total Affluent Super-Affluent Wealthy

Mean income $430,163 $243,700 $407,800 $1,730,900

Mean discretionary $374,152 $198,859 $358,864 $1,583,774
income

Mean value of $5.2 million $1.9 million $3.6 million $30.6 million
household assets

Number of 6.1 million 4.1 million 1.4 million 600,000
households (est.)

Net consumption (est.) $1.3 trillion $600 billion $361 billion $374 billion

The 2008 Survey of Affluence and Wealth in America, by
American Express Publishing and Harrison Group

Our 2008 survey used much the same methodology as our 2007
study, but we expanded the sample size to 1,800. We broadened our
scope even further, reaching into the upper middle class—those who
fall within the top 10 percent of the economic spectrum, but not the
top 5 percent. The results from that group largely fall outside the
scope of this book.

Our Approach to Market Segmentation

In Chapter 8, we explored the five lifestyle choices of the wealthy—
neighbors, wrestlers, directors, patrons and mavericks—and we pro-
vided brief profiles of each. We have conducted literally hundreds
of segmentation studies over the past decade, and our methodology
combines art, science, and experience to identify segments that are
unique in their attitudes, needs, values, and purchasing patterns.
Here is a breakdown of the steps involved in this process:

• Step 1: A series of factor analyses are performed to group simi-
lar questionnaire items into a smaller number of broader themes.
The resulting multi-item factors are more meaningful and statis-
tically reliable than individual items. These factor analyses are
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conducted separately for each major content area addressed in
the research (e.g., attitudes toward wealth, motivations driving
category purchase behavior, etc.).

• Step 2: The most meaningful factors are combined with demo-
graphic variables and financial metrics and used as inputs into a
series of analyses that identify distinct clusters of individuals.
Segmentation analyses performed in this manner produce more
distinct segments as the dimensions that work together in the
real world to create customer differences (motivations, behav-
iors, and demographics) also have an opportunity to work to-
gether statistically. This approach yields far more stable
segmentations than traditional attitudinal-only or demographic-
only approaches, allowing for more effective tracking over time,
and an enhanced ability to replicate these segments in other re-
search efforts.

• Step 3: The initial cluster analyses are examined for their abil-
ity to yield interesting, targetable segments that maximize the
differences between groups, and minimize the differences within
groups (technically speaking, they maximize between-group het-
erogeneity and within-group homogeneity). This serves to further
strengthen the discrimination found between segments, as only
the core drivers remain to produce unique segments. Those vari-
ables that are not particularly effective at producing unique
groups of customers are eliminated from subsequent analyses.
The process continues and additional analyses are performed
until a final solution has been selected.

• Step 4: In addition to the key criteria mentioned above, we
consider additional factors in selecting the optimal segmenta-
tion, to ensure that each segment: (A) Has face validity—in other
words, is intuitively plausible, and one can visualize individuals
within the various segments; (B) Is sufficiently large to make
targeting efforts worthwhile, with some representing dispropor-
tionate ‘‘value’’ relative to their size (for example, a small segment
that accounts for a large proportion of the purchases in a given
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category); and (C) Represents different levels of current and fu-
ture value for companies in a variety of industries.

• Step 5: The final step in the process is to conduct a series of
statistical analyses that identify a small number of variables that
can reliably classify individuals into the segments. This allows
for the creation of short batteries that can be used to identify the
segments in future research or marketing efforts.

Using research to understand a phenomenon as complex as
wealth in America today requires both science and art. We have ex-
plored our scientific methodologies in detail above. But whenever
possible throughout this book, we have attempted to supplement our
scientific research with quotes from wealthy individuals themselves.
These qualitative insights in the words of the wealthy themselves
lend a complementary depth and insight to our quantitative studies.
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