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What we covered last week I
·Two Kinds of Wealth:

1. Relative to Society (Money, Status, Power etc)

2. Relative to You (Happiness, Friends, Security etc)

(Note that first kind tends to be associated with hard 
ȬÍÁÌÅÎÅÓÓȭȟ ÔÈÅ ÓÅÃÏÎÄ ËÉÎÄ ×ÉÔÈ ÓÏÆÔ ȬÆÅÍÁÌÅÎÅÓÓȭɊ

· There is also wealth and potential wealth
· This explains doing something with worse opportunity 

cost now because it increases your future potential

· Increasing potential wealth is ALWAYS risky
· No one can predict the future



What we covered last week II
·Gross Domestic Product(GDP) is a measure of all spending 

upon final goods & services in a geographical region

·GDP is a good measure of activity which, due to European 
history, is strongly associated with wealth

·To compare the relative activity of regions, we compare 
GDP per capita. According to this Ireland is the fifth 
wealthiest in the world!

·The rise in House prices may make many people worth a lot 
ÏÆ ÍÏÎÅÙȟ ÂÕÔ ÉÆ ÙÏÕ ÃÁÎȭÔ ÁÃÃÅÓÓ ÔÈÅ ÖÁÌÕÅ ÔÈÅÎ ÙÏÕ ÈÁÖÅ a 
cash flowÐÒÏÂÌÅÍ ×ÈÉÃÈ ÈÏ× ȰÒÉÃÈȱ ÐÅÏÐÌÅ ÆÅÅÌȢ 9ÏÕ ÃÁÎ ÂÅ 
worth millions but still be a pauper



Genuine Progress Indicator
Ґ D5t Ҍ άŦǊŜŜέ ǿƻǊƪ ςάōŀŘέ D5t



Is GDP a bad measure of wealth?
·As mentioned before, GDP is a much better measure 

of activity than wealth

·So why do governments still keep using GDP as the 
wealth measure?

·Are they misleading us?



WealthinessI
·Comparing money values allowing one person or 

group of people to compare themselves to another 
person or set of people

·This is why money is useful

·Generally speaking, the more money you control 
relative to someone else , the more POTENTIAL to 
direct economic activity relative to someone else

·E.g. Γ250,000 can buy you a house. Or it can pay for 
rearing one child (this is the average in Ireland today!)



WealthinessII
·Another way is to ask people how wealthy they think 

they are

·The European Quality of Life Survey determines 
wealth through measuring:

1. Access to material resources (having)

2. Social relationships and social support (loving)

3. Perceptions of society (being)

4. Time use and work-life balance (time pressure)



Life Satisfaction
·

Rank Country Score Rank Country Score

1 Denmark 8.4 17 Slovenia 7

2 Finland 8.1 18 France 6.9

3 Austria 7.8 19 Greece 6.8

4 Sweden 7.8 20 Czech Republic 6.5

5 Ireland 7.7 21 Poland 6.2

6 Luxembourg 7.7 22 Romania 6.2

7 Belgium 7.5 23 NMS 6.1

8 Netherlands 7.5 24 Portugal 6

9 Spain 7.5 25 Estonia 5.9

10 UK 7.3 26 Hungary 5.9

11 Malta 7.3 27 Slovakia 5.7

12 EU15 7.3 28 Turkey 5.6

13 Germany 7.2 29 CC3 5.6

14 Italy 7.2 30 Latvia 5.5

15 Cyprus 7.2 31 Lithuania 5.4

16 EU25 7.1 32 Bulgaria 4.4



GDP per capita
/ƻǳƴǘǊȅ  Ҩwŀƴƪ  ҨLaCώмϐ  Ҩ

 Luxembourg 1 103,125

 Norway 2 83,485

 Qatar 3 78,754

 Iceland 4 64,548

 Ireland 5 60,209

 Switzerland 6 58,513

 Denmark 7 57,137

 Sweden 8 49,603

 Finland 9 46,856

 Netherlands 10 46,774

 United Kingdom 11 46,099



WealthinessIII
·Did you notice how life satisfaction surveys roughly 

match GDP per capita?

·For some reason people seem to feel more satisfied 
when they are more active

·For example, suicide rates dropped to near-zero all over 
Europe during World War II ɀeven in countries which 
×ÅÒÅÎȭÔ ÆÉÇÈÔÉÎÇȦ

·People seem to feel wealthier when they feel they have 
a goal & purpose to life




