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Chapter 1
Happiness as a Goal of Human Beings

Abstract There are many concepts and ideas regarding what happiness may mean,
but it certainly is a major goal of human beings. In the past, the concept of Gross
National Product (GNP) was an important social innovation for capturing economic
activity. A higher material living standard enabled people to lead better and healthier
lives. Many people have a romantic view of the quality of life in previous centuries.
However, people living in those times had no access to material things nowadays
taken for granted. Similarly, goods and services that are generally available in the
developed world may be inaccessible for many in the developing world. Today, it
is no longer assumed that higher material wealth automatically leads to higher life
satisfaction. There are many other factors that determine happiness beyond purely
material aspects. It is important to deal with the fundamental questions of how much
material consumption contributes to our happiness and which factors above and
beyond material aspects determine human well-being.

Concepts of Happiness

When you ask people what they want to be, they rarely say that they want to be rich
or prominent. Instead, most of them declare that they want to be happy. In all periods
in history, and in all countries, a large majority of people express their desire to lead
a happy life. They certainly acknowledge that there are other worthy goals, such as
human development, justice, friendship, and solidarity. Even when these other goals
are considered to be important, happiness dominates them, or they are taken to be a
particular subcategory of happiness.

While happiness is the major goal of most people, what “happiness” means
remains open. Its meaning certainly depends on the period in history and on the
culture considered. Philosophers of ancient Greece such as Aristotle emphasized
that a happy person acts in a moral way; individual happiness was not primordial.
For medieval scholars such as Saint Thomas Aquinas, the relationship to god was
essential. Ethical, ideological, and political views in China and East Asia put the

© The Author(s), under exclusive licence to Springer International Publishing AG,
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2 1 Happiness as a Goal of Human Beings

relationship between people in the centre and so focus on the quality of life within a
society.

Today’s understanding of happiness is mainly individualistic. People’s well-being
entails an evaluation of good and bad aspects of life. It is not reduced to psychologi-
cal hedonism but refers to the satisfaction people gain when they reach, for instance,
desired goals. Psychological Self-Determination Theory proposes that three psy-
chological requirements must be satisfied to be happy: autonomy, competence, and
personal relationships. All three are closely connected with intrinsic, rather than
extrinsic, motivation.

Happiness and Material Welfare

For a long time, it was taken as self-evident that higher material wealth automatically
leads to more life satisfaction. During the SecondWorldWar, the concept of national
income or national product was developed. This was a major social innovation that
for the first time enabled overall economic activity to be measured. Gross National
Product (GNP) includes the production of consumption and investment, goods and
services produced for markets, and expenditures on government activity. GNP cap-
tures the material activities undertaken in a society quite well. Increasing welfare
was identified by an increase in GNP mainly because it was considered impossible
to measure the aggregate utility of human beings. In particular, the problem of com-
paring the utility of different people was taken to be too difficult to overcome. Even
today, the public and the media often take per capita GNP as a good approximation
to welfare. When it rises over time, it supposedly indicates that population enjoys a
higher utility standard. When countries are compared, those with a higher per capita
GNP are considered to be better off.

The identification of per capita GNP with life satisfaction has been common in
much of economic science and the public and has been widely accepted. A higher
material living standard certainly enables people to lead better and healthier lives.
This can be disputed. Nonetheless, many people have a romantic view of the quality
of life in previous centuries. Would it not be nice to live in the time of Aristotle
in Athens, in Caesar’s Rome, in the Europe of Charles the Great, in the blooming
Weimar of Goethe and Schiller, in England during the reign of Elisabeth I, or in
Washington during the foundation of the United States? Such a view is, however,
mistaken if we focus on the conditions of life of people during these periods.

People living in those times had no access to material things that today are taken
for granted. For instance, our ancestors did not have any of the following amenities:

• Electricity and thus light, telephone, radio, TV, refrigerators, X-rays, as well as
the revolutionary changes brought about by the digital world through computers
and the Internet;

• Easy and comfortable opportunities to travel by bikes, cars, trains and airplanes;
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• Synthetic materials such as plastic, nylon, vinyl, and the many thousands of prod-
ucts using these such as CDs and artificial joints.

All these products, and a great many others, were not available to anyone—at any
price. Even only 150 years ago, not even the richest and most powerful individuals
could buy antibiotic medicine to fight and overcome a bacterial illness, and lifesaving
penicillin was not yet available. Generally, medical support was miserable. The same
applies to dentistry. When a tooth was ailing, it was simply, and painfully, extracted.
This happened to the “Roi Soleil” of France, Louis XIV. During a brutal medical
intervention, a large part of his jawbone was also extracted. For the rest of his life,
this mighty king could no longer chew food. The sanitary conditions in the fantastic
palace of Versailles, as well as at Hampton Court, or elsewhere, can only be described
as abominable.

From the material point of view, the world is today in a far better condition than
it was even a century ago. Nowadays, a family with middle or even low income
has a better chance to lead a comfortable life than even kings and emperors had
in earlier times. This material improvement is reflected in a dramatic increase in
life expectancy. Not long ago, the average life expectancy was about 30 years. Of
course, some people became “old”, but this meant reaching an age of 50 or 60.
Not least because people lost their teeth early, older age was easily visible. A large
proportion of the population died as babies or young children. Today, global average
life expectancy at birth is over 65 years, in rich countries around 80 years.

In recent decades, it has increasingly been doubtedwhethermaterial welfare really
makes us content. It is argued that “true” happiness comes from inside a person and
therefore does not depend on material conditions. Such statements often come from
people who are well off—at least in a historical perspective. The economic basis of
our well-being is often taken as given; it just exists. Today, there is a wide consensus
that to concentrate only onmaterial welfare ismistaken. The consumption ofmaterial
goods and services alone cannot lead to happiness.

For these reasons, it is important to deal with the fundamental questions of how
much material consumption contributes to our happiness and which factors above
and beyond material consumption determine human well-being.

Discussions about happiness in academia and the public have gained widespread
attention. The media are full of articles about who is how happy, and above all, how
to become happy. Research has addressed these issues intensively. Interdisciplinary
happiness research is undertaken by social psychologists, economists, political sci-
entists, sociologists, and neuroscientists. It is strongly empirically oriented. In this
respect, it differs fundamentally from philosophy, a discipline that has always dealt
with happiness analytically as a normative phenomenon.



4 1 Happiness as a Goal of Human Beings

Literature

Surveys of happiness research are available in the following books.

The economic perspective is given in:
Clark, Andrew E., Sarah Flèche, Richard Layard, Nattavudh Powdthavee, and George Ward. 2017.
The Origins of Happiness. The Science of Well-Being over the Life Course. Princeton: Princeton
University Press.

Frey,BrunoS., andAlois Stutzer. 2002a.Happiness andEconomics. Princeton: PrincetonUniversity
Press.

Frey, Bruno S. 2008. Happiness—A Revolution in Economics. Cambridge, Mass.: MIT Press.
Layard, Richard. 2005. Happiness: Lessons from a New Science. London: Penguin.

The psychological perspective is presented in:
Diener, Ed and Robert Biswas-Diener. 2008.Happiness: Unlocking the Mysteries of Psychological
Wealth. New York: Wiley.

Gilbert, Daniel. 2005. Stumbling on Happiness. New York: Knopf.
Kahneman, Daniel, Ed Diener, and Norbert Schwarz (eds.). 1999.Well-Being: The Foundations of
Hedonic Psychology. New York: Russell Sage Foundation.

Survey articles in academic journals and handbooks include:
Dolan, Paul, Tessa Peasgood, and Mathew White. 2008. Do We Really Know What Makes Us
Happy? A Review of the Economic Literature on the Factors Associated with Subjective Well-
being. Journal of Economic Psychology 29 (1): 94–122.

Frey, Bruno S., and Alois Stutzer. 2002b. What Can Economists Learn from Happiness Research?
Journal of Economic Literature 40 (2): 402–435.

Various articles are collected in:
Bruni, Luigino, and Pier Luigi Porta (eds.). 2005. Economics and Happiness. Framing the Analysis.
Oxford: Oxford University Press.

David, Susan A., Ilona Boniwell, and Amanda Conley Ayers (eds.). 2017. The Oxford Handbook
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Chapter 2
Happiness Can Be Measured

Abstract Most empirical research uses subjective and self-reported life satisfaction
to capture happiness. The answers correspond well to everyday observations about
whatwell-beingmeans. Subjective life satisfaction data are presented here for several
countries. People living in the Nordic countries, above all Denmark and Switzerland,
are the happiest. The nations in which the average life satisfaction of its inhabitants is
lowest are, with the exception of Syria, all situated in Africa. Happiness can also be
measured by other methods such as theU-index, which captures the periods of a day
in which individuals surveyed felt that they were in an “unpleasant state”; experience
sampling, which is an electronic diary capturing immediate, affective experiences;
day reconstruction, which retrospectively reconstructs subjective feelings through
the various phases of a day; and brain imaging, which employs functional magnetic
resonance imaging (fMRI) to capture the brain activity of human beings with respect
to positive and negative affect.

Various Kinds of Happiness

It is useful to distinguish between several aspects of happiness.
Two extreme forms of happiness may be distinguished:

• Momentary feelings of pleasure, in psychology called “positive affect”, and of
distress, called “negative affect”;

• Beatitude, or eternal bliss, in Greek called “eudaimonia”. It is a by-product of a
good and moral life. This is the state of mind which one would consider shortly
before dying if one were asked how one’s life had been, or whether it had been
worthwhile to have lived. Eudaimonia is associatedwith six components of positive
human functioning: autonomy, emphasizing independent, self-regulating and self-
determined aspects of life; environmental mastery, characterized by a fit between
one’s outer and innerworlds; personal growth,meaning self-realization and achiev-
ing one’s personal potential; positive relations with others, based on the human
ability to love others; purpose of life and meaning, involving a sense of directness
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6 2 Happiness Can Be Measured

and intentionality to life; and self-acceptance of present and past life, enabling
people to mature and remain in good mental health.

Empirical research in happiness focuses on an intermediate form of happiness, sub-
jective life satisfaction. It reflects the answers given to the question: “Taken overall,
how satisfied are you with the life you lead?” Individuals answering this question
abstract from purely short-run feelings because they are asked to consider their sit-
uation “overall”, and with respect to “the life you lead”, neither do they ponder on
their whole life in retrospect.

Another distinction emphasizes the temporal dimension of subjective well-being:

• Experienced happiness as a short-run psychological state of mind;
• Predicted or expected happiness; and
• Remembered happiness referring to the past.

Psychologists have shown us that human beings deal quite differently with these
dimensions of happiness. Thus, for example, expected happiness may deviate
strongly from the happiness that is actually experienced. People may also remember
their past happiness quite differently from what they actually felt when it occurred.

Despite itsmany dimensions, happiness can bemeasured quantitatively in amean-
ingful way. Social psychology has extensively discussed which approaches are use-
ful. Measured subjective well-being (this is the scientific term for “happiness”) is
characterized by three aspects:

• The measures are not in any way meant to be objective. Rather, happiness is taken
to be a subjective state of mind;

• Both positive and negative influences on happiness are considered; and
• Happiness is taken as a whole; it is not confined to any special area of life, such
as satisfaction with one’s job, with leisure, or with the financial situation.

The well-being values measured correspond well with everyday ideas about how
happy people are. Individuals who consider themselves happier than average are
also taken to be happier than average by other people. Their partners, family, and
friends rank themas particularly happy. Individuals that indicate that they are satisfied
with their lives smile more often (in a way that cannot be faked); are more open;
establish more social contacts; are in better health; and need less psychic support.
They are also less prone to committing suicide.

Measurement Methods

Modern happiness research employs a subjective concept of happiness; every person
must establish himself or herself what happiness means to him or her. Such an
approach canmeasure happiness in various ways. Themeasurement methods capture
the two basic components of happiness: affect and cognition. Affect relates to moods
and feelings, and these can be positive or negative. The cognitive aspect refers to
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the rational and intellectual way in which human beings evaluate their subjective
well-being.

Surveys of Subjective Life Satisfaction

Happiness is measured by extensive surveys of a representative group of people.
Careful questions are used to collect the self-evaluated well-being of individuals.
This involves a cognitive process in which the respondents undertake comparisons
with others, consider experiences in the past, and evaluate expectations in the future.

The question capturing subjective life satisfaction is:

Taken overall, how satisfied are you with the life you lead on a scale from 0 (totally dissat-
isfied) to 10 (totally satisfied)?

This question about subjective well-being entails considerations over an extended
period of time, as it refers to “the life you lead”, and to a general assessment, as it refers
to “taken overall”. As a result, the responses differ little when the same respondents
are asked again in subsequent periods of time. If one were to ask people how “happy”
they are, the answers might be strongly influenced by short run emotions and passing
external influences. Thus, persons take themselves to be happier when the weather
is fine than when it is bad. Consequently, the question asking respondents to indicate
their life satisfaction is more reliable than one asking them to indicate their affective
happiness.

The distribution of answers given by respondents about their subjective life sat-
isfaction is quite surprising: Most people consider themselves to be happy.

The United Nations published aWorld Happiness Report for 2017. It presents the
average subjective life satisfaction of the inhabitants of 155 countries on the scale
from 0 (totally dissatisfied) to 10 (totally satisfied).

The happiest countries are:

Norway 7.54
Denmark 7.52
Iceland 7.50
Switzerland 7.49
Finland 7.47
Netherlands 7.40
Canada 7.32
New Zealand 7.32
Australia 7.28
Sweden 7.28

The countries with the happiest inhabitants are close together; there is only a minor
difference between the very top (Norway with 7.54) and the tenth (Sweden with
7.28). All the five Nordic countries (Norway, Denmark, Iceland, Finland, Sweden)
belong to the top ten happiest countries. Switzerland has always been ranked among
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the top, often even in first or second position together with Denmark. The former
British colonies Canada, New Zealand, and Australia also rank among the top ten.

Countries ranked between 10 and 20 include:

Austria 7.01
United States 6.99
Ireland 6.98
Germany 6.95
United Kingdom 6.71

The difference from the top 10 is visible, but the average happiness level in the
population is not much lower.

Among the least happy countries in Europe are the five Southern members of the
European Union:

France 6.44
Spain 6.40
Italy 5.96
Greece 5.23
Portugal 5.20

These countries are located between position 31 for France and 89 for Portugal.
People living in countries formerly under Soviet rule report a rather lower level

of subjective well-being:

Czech Republic 6.61
Poland 5.97
Russia 5.96
Romania 5.83
Belarus 5.57
Hungary 5.32
Bulgaria 4.71
Georgia 4.29

The Czech Republic stands out (position 23) as relatively satisfied while the inhabi-
tants of Bulgaria and Georgia are quite dissatisfied with the life they lead (ranks 105
and 125). The Poles and Russians are reasonably happy (ranks 46 and 49, respec-
tively) while the Hungarians are clearly less so (rank 75).

Thenations inwhich the average life satisfactionof its inhabitants is lowest accord-
ing to the World Happiness Report 2017 are the following developing countries, all
situated in Africa with the exception of Syria:

Togo 3.50
Rwanda 3.47
Syria 3.46
Tanzania 3.35
Burundi 2.91
Central African Rep. 2.69
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These countries occupy positions 150–155. The only country inwhich the population
is equally dissatisfied with its life as in the five African countries mentioned is war-
torn Syria, with a happiness index of 3.46 and rank 152.

These tables refute the idea that people living in economically less developed
countries are happier because they are less subject to the stress of life typical in
richer countries. Indeed, a large proportion of the people living in poor countries are
deeply stressed by the effort of securing food and shelter for today and for coming
weeks and months.

Nations involved in civil and international wars or that are subject to civil unrest
experience lower material and psychological welfare. Examples are:

Ukraine 4.09
Afghanistan 3.79
Yemen 3.59
South Sudan 3.59

They rank between 132 (Ukraine) and 147 (South Sudan).

U-Index

This measure captures the periods of a day in which participants felt that they were
in an “unpleasant state”. This index has the advantage that it is able to capture a
broader spectrum of happiness. In particular, it allows us to measure or to observe
improvements in well-being more precisely because the scale less frequently reaches
an upper limit than is the case for a scale from 0 to 10.

Experience Sampling Method

This measure identifies information about people’s short-run subjective experiences.
They are called on their mobile phones in a natural environment and at randomly
distributed times and asked how happy they are at these moments. This electronic
diary is a kind of “hedonimeter” that captures immediate, affective experiences. This
method is more costly than representative surveys and has therefore been applied
only rarely.

Day Reconstruction Method

Various phases over the course of a day are retrospectively specified. The respondents
are asked how happy they felt during these phases. This method is based on time
budgets that indicate howmuch time people spend onwhat activity. The retrospective
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reconstruction of subjective feelings through the various phases of a day makes it
possible tomeasure happiness more precisely than with a representative survey using
a single question. This approach to capturing happiness is rather new and has not yet
been used extensively.

Brain Activity

Brain imaging employs functionalmagnetic resonance imaging (fMRI) to capture the
brain activity of human beings, and this can be correlated with positive and negative
affect. The application of this method is severely restricted for reasons of cost and
cannot be used for a large sample of people in many different countries. To measure
brain activity in this way can, however, be useful for specific questions relating to
happiness.

The various measures capture different aspects of individual well-being and thus
address different concepts of individual welfare. For ameasure of reported subjective
well-being to serve as a proxy for individual welfare, the standards underlying peo-
ple’s judgments should be those that the individual would like to pursue in realizing
his or her ideal of the good life. The extent to which individual welfare is identified
depends on whether the evaluation metric fits people’s judgments about their lives.

Several other methods can be used to capture happiness. These approaches differ
strongly from the method most often used—representative surveys of individuals
asking for their life satisfaction. The latter approach has the great advantage that
fundamental andwell-considered answers can be collected about the subjective well-
being of a large number of individuals. The respondents think about how they are
satisfied with their lives as a whole and short-run influences are avoided. Several
data sources exist that cover various time periods, such as the Gallup World Survey,
the British Household Panel, and the German Socio-Economic Panel (G-SOEP).
Each of them surveys many thousands of individuals. In the case of panel data, the
same individuals are asked over many years. This makes it possible to capture the
development of life satisfaction over the life course.

The method of surveying subjective life satisfaction is best suited to answering
many important questions relating to human well-being. There is now widespread
consensus among scholars that the data on life satisfaction are well able to capture
information about people’swell-being. This is indicated by the fact that they correlate
well with qualities and behaviours generally associated with happiness. Reliability
studies have found that reported subjective well-being is moderately stable yet sen-
sitive to changing life circumstances. Happy people smile more often during social
interactions, are rated as happy by friends and family members and by spouses,
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express positive emotions more frequently, are more optimistic, are more sociable
and extravert, and sleep better. Happy people are also less likely to commit suicide.

For these reasons, the following discussion relies on this approach. In line with
the literature, the terms well-being, happiness and life satisfaction will be used inter-
changeably.

Literature

A general discussion of measurement issues in connection with happiness is discussed in:
Weimann, Joachim, Andreas Knabe, and Ronnie Schöb. 2015. Measuring Happiness. The Eco-
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Chapter 3
What Makes People Happy?

Abstract Happiness research determines, isolates, and measures the various deter-
minants of human well-being. The data collected on the subjective life satisfaction
of individuals are related to possible determinants of happiness by multiple regres-
sions. The personality structure determined by one’s genetic inheritance has a strong
influence on happiness. Among economic factors, people with higher incomes unam-
biguously consider themselves to be more satisfied with their lives than do people
with low income, and people losing their job are much more dissatisfied with their
lives than are those holding a job. Prominent among the socio-demographic influ-
ences is a U-shaped relationship between age and life satisfaction; married people
are happier than those living alone; and intensive and regular social contacts within
the family and among friends and acquaintances contribute strongly to happiness.
Physical and psychological health contribute strongly to well-being. Cultural differ-
ences matter, and religious persons are demonstrably happier than those who do not
belong to a religious community. Happiness is positively influenced by democracy
and political decentralization.

Determinants of Happiness

One of themost important tasks of happiness research consists in determining, isolat-
ing, andmeasuring the various determinants of humanwell-being. The data collected
on the subjective life satisfaction of individuals are related to possible determinants
of happiness by multiple regressions. Both simple and advanced nonlinear statistical
techniques are used. What matters is that the influence of various factors is taken
into account simultaneously. Many econometric estimates consider the joint effect
of twenty, thirty, or even more variables. This procedure allows us to capture the
specific determinants while keeping the influence of all other determinants constant.
If, for instance, the impact of income on subjective well-being is analysed, age, fam-
ily status, religion, and many other variables are kept constant. The results always
refer to the average; it is therefore possible that the outcome deviates from this for
an individual.
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The following sections provide a short survey of the determinants of subjective
life satisfaction in five different areas:

• Genetic endowment
• Economic factors
• Socio-demographic influences
• Culture and religion
• Political conditions.

Genetic Endowment

The personality structure determined by one’s genetic inheritance has a strong influ-
ence on happiness. People differ by nature in respect to their well-being, and they
have differing capacities to deal with their lives. Psychological studies suggest that
the differences in happiness between persons that are attributable to variations in
genetic inheritance amount to forty–sixty per cent of the total differences. Happi-
ness is substantially determined by genetic factors. This statement can be illustrated
by a concrete example. Of the people who break a leg, many who are genetically
less favourably endowed are terribly unhappy about the incident. In contrast, those
endowed with more optimism consider themselves lucky because they did not break
both legs.

Nevertheless, there is a large residual going back to other influences on happiness.

Economic Factors

Income

People with higher incomes have more opportunities to fulfil their material wishes.
They can afford more goods and services. At the same time, they enjoy a higher
social status. The relationship between income and subjective well-being has been
the object of extensive empirical research. The results are clear: People with higher
income unambiguously consider themselves to be more satisfied with their lives than
do persons with low income. The glory sometimes attributed to poverty, for instance
as a consequence of a natural life without stress, turns out to be a romantic myth. As
the expressionist artistWillem deKooning rightly remarked: “The trouble with being
poor is that it takes up all your time”; the poor incessantly have to think ofmoney.With
lowmaterial resources, additional income strongly raises life satisfaction. But once a
certain level of affluence is reached, additional income only has a weak influence on
average happiness. Rich people’s life satisfaction rises only little when their incomes
further increase. It is not possible to indicate an exact income level beyond which
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happiness barely rises any more. It depends very much on the economic and social
environment one lives in, as well as on personality characteristics.

Somewhat surprisingly, people who mainly pursue idealistic goals are happier
than those concerned with material goals, and who take financial success and social
recognition as points of comparison.

The results gained for economically advanced countries also apply to people in
developing countries, where a poor person’s happiness rises even more strongly with
additional income.

The relationship between income and happiness is characterized by decreasing
marginal utility. There is a positive, but increasingly weak relationship; other influ-
ences on well-being, such as having good social relationships and good health, begin
to dominate. There are even situations where additional income is felt to be a burden.
This applies to some winners of large lotteries. At the beginning, life satisfaction
certainly rises. But the winners sometimes give up their jobs. They thus lose impor-
tant personal relationships and recognition; they often feel that other people are only
interested in them because they now have a lot of money. Relatives and friends
expect to be financially supported. According to their own evaluation, the average
life satisfaction of lottery winners after an adjustment period does not prove to be
significantly higher than before winning.

What applies to income groups also holds for countries as awhole. Higher average
income is associated with higher subjective life satisfaction. People living in rich
countries are on average considerably happier than those who live in poor countries,
even taking into account the different costs of living.

This relationship between income and happiness is not only revealed in econo-
metric studies that hold other determinants of happiness constant but also in the raw
data, as shown in Chap. 2. The inhabitants of rich countries, such as Norway, Den-
mark, Iceland, Finland, Sweden, Switzerland and the Netherlands, are the happiest,
while people living in poor developing countries, such as Central African Republic,
Burundi, Tanzania, Rwanda and Togo, are considerably less happy.

Work

People who lose their jobs are much more dissatisfied with their lives than are those
who hold jobs. In one sense, this result is surprising because, as explained above, as
an experiment income is kept constant, and only the isolated effect of having no work
on happiness is considered. Thus, people with the same income but without work
are much less happy than those who have to work for their income. The reasons
for the strongly negative effect of unemployment on happiness lie in sociological
and psychological factors. People without work lose their self-confidence and feel
excluded from the rest of society, which is largely composed of employed people.
Unemployed people living in a region with many other unemployed therefore feel
less unhappy than those living in regions in which most people are employed.

https://doi.org/10.1007/978-3-319-75807-7_2
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If unemployment rises in a country, not only the unemployed suffer but also
other parts of the population. Employed people are less happy because higher unem-
ployment is accompanied by greater economic and financial uncertainty, which may
threaten their own jobs.Moreover, high and rising unemploymentmay lead to unwel-
come social unrest.

What alsomatters for life satisfaction is the kind of job one does. People who have
considerable autonomy in their work, that is, who can largely determine themselves
how to act, are more satisfied with life than those working under a strict hierarchy.
This is the reason why the self-employed are happier. On average self-employed
persons work harder and longer hours, have to cope with more risk, and have lower
incomes than those working in organizations. What makes them more satisfied with
their lives is the measure of autonomy they enjoy. For the same reason, independent
artists are happier than people subject to directives and orders from above.

Distribution of Income

The inequality of income between people has a remarkable influence on happiness.
Inhabitants of the United States differ in their evaluation fromEuropeans. Americans
believe that they live in the country with the greatest opportunities and therefore do
not feel negatively affected by rising inequality in income; they are neither happier
nor unhappier. Higher income is taken as an indicator that hardwork and initiative are
profitable and lead to greater rewards. Americans believe that they may benefit in the
same way in the future. In contrast, Europeans are convinced that upward mobility
is restricted and that they are therefore unlikely to gain a much higher income in the
future. However, actual upward mobility is not very different on the two continents;
if anything, more people move upward from a lower to a higher income group in
Europe. It is subjective evaluations and ideologies that determine how the level and
change in income distribution affects happiness.

Economic Development

The relationship between the development of national income, or Gross National
Product (GNP), and subjective well-being has been analysed in depth for many
individuals and groups of countries. The results are astonishing. Despite the strong
increase inmaterial wealth, a ground-breaking study for theUnited States did not find
that average life satisfaction increased over time. This is surprising (it is called the
EasterlinParadox after its author) because cross-section analyses between individuals
have clearly established that higher income raises happiness. The paradox can be
explained by the fact that over time people become accustomed to higher income;
after some time; they take it more or less for granted.
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Another explanation is that people always tend to compare themselves to people
with higher incomes. This seems to be an innate trait of human beings, and it has
helped us to raise our material well-being from extreme poverty to today’s wealth.
If people compare themselves to others, a rising national income pushing up the
income of all no longer contributes to individual happiness.

This result has been questioned in several careful analyses. For countries other
than theUnited States, such as Japan, Italy, and various otherWesternEuropean coun-
tries, average happiness increases with rising GNP. The exact relationship between
individual well-being and national income needs to be explored further. There is
no doubt that human happiness does not rise linearly with material prosperity. Eco-
nomic growth raises life satisfaction, but the additional contribution to happiness
increasingly vanishes.

Socio-Demographic Influences

Age

Research has established a clear U-shaped relationship between age and life satisfac-
tion, assuming health remains constant. Young people are especially happy, because
they believe that they can achieve everything in their lives. In themiddle years, people
become less happy, because they become aware that not everything can be achieved.
Moreover, they are under considerable pressure to have a successful career and at the
same time to have a good family life. With increasing age, people become happier,
because they have learnt not to try to achieve the impossible. They endeavour to
enjoy what they have, which contributes to their life satisfaction.

Family Status

Married people are happier than those living alone and even than those living in
unmarried partnerships. Those who are married are less oppressed by loneliness;
marriage or a stable partnership to some extent provides a counterweight to the
stress of work life.

Children

On average, children do not contribute to happiness, as they require enormous atten-
tion, good nerves, and money, and they make it more difficult to engage in activities
such as sports or visiting arts events. As soon as children have grown up and left
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home, their parents are happier than those without children. In turn, grandchildren
are a source of happiness for grandparents.

Social Relationships

Intensive and regular social contacts within the family and among friends and
acquaintances contribute strongly to happiness. This is one of the most well-
established results of well-being research.

Health

Health is one of the most important contributors to well-being. This is true for both
physical and psychological health. Subjectively perceived good health and subjective
life satisfaction are closely related. Health evaluated objectively by medical doctors,
in contrast is less strongly correlated with life satisfaction. This is because different
people deal in differing ways with their health status. People who are ill or who suffer
an accident seem to cope relatively well with their situation. They often compare
themselves to individuals who are in even worse health.

Psychological illness is a major contributor to unhappiness.

Education

A more advanced education opens more opportunities in life and is conducive to
happiness. In particular, leisure time activities can be pursued in a more active and
diversified manner.

Culture and Religion

Subjective well-being differs considerably between countries and cultures. In the
United States, there is strong social pressure to call oneself happy; people acknowl-
edging that they do not feel happy are not appreciated. In contrast, in France a person
stating that he or she is happy is considered weird and suspected of missing human
depth. This is well reflected by French philosophers, especially the existentialists,
who emphasized the tragedies in the world, and who considered happiness to be a
superficial phenomenon. This view is also prominent beyond left-wing philosophers.
President Charles De Gaulle is said to have uttered: “Only idiots are happy”. This
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attitude also applies to Italians and to some extent also to Germans, who coined the
termWeltschmerz, which has entered several other languages.

Religious people have been shown to be happier than those who do not belong
to a religious community. People believing and trusting in a higher being are better
able to cope with the adversities of life. A negative event in life can be given a higher
reason, thus helping to balance one’s state ofmind. At the same time, engagement in a
religious community leads to more intensive human contacts and relationships; these
work against isolation, which decreases happiness. As already pointed out, intensive
social contacts within the family and among friends and acquaintances contribute
strongly to happiness.

Political Conditions

Democracy and Well-Being

Institutional conditions and political systems are a major determinant of human hap-
piness. Research has established that economic activity fares better in democratic
rather than authoritarian societies. Happiness research goes further and inquires
whether these factors also raise the subjective well-being of the people living in
a country. In this context, it is important to consider two mutually enforcing causal
relationships. On the one hand, democratic conditions make people happier; on the
other hand, happy citizens are more likely to support a democratic political system.

The positive influence of democracy on happiness is due to two factors:

• Political decisions correspond more closely to the wishes or preferences of the
citizens. The politicians are induced by the need to be re-elected to supply the
public services and to promulgate the regulations desired by the population.

• Individuals cherish the chance of participating in political decisions as such, quite
independent of the outcomes. This dependence of happiness on the way outcomes
are achievedhas been called “procedural utility”. Thepositive relationship between
democracy and life satisfaction corresponds to the fundamental psychological
quest for self-determination.

The importance of democracy for subjective life satisfaction has been demonstrated
by cross-section analyses for a large number of countries. The more extensively
democratic the political institutions are, the happier are people living under them.

The same result is obtained for the different options for political participation in
the 26 Swiss cantons. In cantons in which the citizens have greater opportunities
to directly participate in political decisions via popular initiatives and referendums,
people aremore satisfiedwith their lives than in cantonswhere the direct participation
rights of citizens are less extensive (where, for instance, fiscal aspects such as tax
rates and public expenditures are excluded).
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The positive relationship between the extent of democracy and subjective well-
being is stronger for Swiss citizens than for foreigners living in Switzerland. The
latter benefit in roughly the same way from improved political decisions but may not
participate in political decision-making. The Swiss derive satisfaction from being
able to engage in politics; they enjoy a measure of procedural utility. It is worth
remembering that the observed differences in life satisfaction take into account all
other determinants of happiness. The observed differences in subjective well-being
between cantons with differing participation chances is therefore not due to other
factors such as higher or lower income, or a different age structure of the citizenry.

Federalism

The subjective life satisfaction of citizens is also higher the more political decisions
are taken at a local level. They feel that their wishes are taken more seriously than if
they were considered at a distant centre. Local supply of public goods and services
takes better into account the different geographic, cultural, religious, social, and
economic preferences of the population. Local political decisions are better able to
observe and follow many of the population’s wishes.
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Chapter 4
Consequences of Happiness

Abstract Happiness has various effects: Persons considering themselves to be
happy act differently in many life circumstances. Happier persons are more pro-
ductive, in better health, and therefore live longer. The positive consequences of
happiness are illustrated using the case of health. The effects can be captured by var-
ious methods: A large number of persons are observed over many years; emotions
can be manipulated in laboratory experiments; and the impact on health of personal
misfortunes such as the loss of a marital partner can be explored. Often it is difficult
to establish in which direction the relationship between cause and effect works. To
identify the direction, lottery winners are analysed. This analysis shows that higher
income and wealth indeed raise happiness, though only for a short period.

The Importance of Several Joint Influences

How important are the various determinants of subjective well-being? The results
of happiness research clearly indicate that the private sphere is as important as the
public domain. Thus, both work and leisure strongly determine people’s happiness.
Individuals derive satisfaction not only from income but also from work and social
relationships. Self-determination and the opportunity to use one’s own competencies
are a precondition for engaging in activities providing happiness. In addition, the
process by which the results are reached also provides satisfaction. This is well
expressed by the saying that “the journey is the reward”.

The most important aspects of life providing happiness are satisfying work, a
good material living standard, family and friends, leisure, and health. The every-
day elements of life are central to our subjective well-being. As has been pointed
out, political participation rights also impact our well-being. The absence of wars,
terrorism, and civil war are other crucial requirements for a happy life.
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The Effects of Happiness

People considering themselves to be happy act differently inmany life circumstances.
Happier people are more successful on the job market. The more satisfied that people
are with their lives, the more willing they are to work hard. Such people work more
intensively, with greater engagement, and are more creative; this leads to a higher
per-capita income for individuals and the country as a whole.

A positive correlation is also obtained for the marriage market. It is easier for
happier people to find an attractive partner, and they are less lonely. Happier people
are more cooperative and more inclined to help others.

The positive consequences of happiness are illustrated using the case of health:
Happy people are in better health and live longer. Voltaire (1694–1778) quipped:

“J’ai decidé d’être heureux parce que c’est bon pour ma santé” (I have decided to be
happy because it’s good for my health).

However, the positive effects on health of happiness are not simply a fairy tale.
This relationship between subjective well-being, physical health, and life expectancy
has been carefully analysed in many studies.

Happiness has been measured in a number of different ways, most importantly
with long-run and evaluative subjective life satisfaction, but also using short-term
positive emotions such as joy and laughing and negative emotions such as grief and
fear.

Happy individuals enjoy longer lives; almost fifteen per cent longer than that of
people considering themselves to be unhappy. In industrial countries, this means that
happy individuals can expect to live around ten years longer than unhappy ones.
Happy people are also less likely to commit suicide. Comparing happiness to other
well-known influences on health, such as smoking or obesity, the influence of life
satisfaction on health and longevity is pronounced.

How can the impact of happiness on physical health and life expectancy be cap-
tured? Several notable methods are available. The most important are the following:

• A large number of individuals are observed over many years whether they are
happier and indeed healthier and live longer than other people. One well-known
instance of this is termed the “nun study”. Before young women join a religious
order and enter a monastery, they are asked to indicate their happiness level. It
turns out that those nuns who considered themselves to be happier before entering
the monastery lived longer than those who stated that they were less happy. Nuns
are particularly well suited for such studies because they spend their lives under
very similar conditions.

• Emotions can be manipulated in laboratory experiments, for example by showing
participants cheerful and sad pictures. The influence of particular physiological
factors whose effect on health is well known can thus be explored.

• The effects on happiness and health of events produced by nature such as tempests
or floods can be analysed. For example, one day after the major 1994 earthquake
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in Los Angeles, mortality in the city was five times higher than it was in the weeks
before the event.

• Finally, the impact on health of personal misfortune such as the loss of a marital
partner can be explored. A study has, for example, shown that the mortality of
men who lost their wives in the first month of grief is twice as high as under nor-
mal circumstances. With women whose marriage partner has died, the respective
mortality rate is three times as high.

Studies demonstrate that high subjective life satisfaction and positive emotions con-
tribute to better health and to a longer life. But care must be taken not to associate
happiness with all kinds of illness. In particular, given the present state of knowledge,
it may not be convincingly argued that happiness helps to reduce metastatic cancer.

Empirical studies also find consequences of eudaimonic well-being on health and
length of life. There are protective health benefits, in particular in coping with the
challenges of growing old. Interestingly, eudaimonia also buffers against inequality;
people deal with it in a more philosophical way.

Causality

Often it is difficult to establish in which direction the relationship between cause
and effect works. For instance, it is not obvious whether married people become
happier or happy people find it easier to get married. The same applies to work: Are
employed people happier or is it easier for happy persons to find a job because they
are more active, innovative and open? The same factors can be both determinants
and consequences of subjective well-being.

To answer these questions, it is helpful to consider a specific case, namely lottery
winners. Winning a lottery can be considered an exogenous event independent of
the participant. Therefore, the lottery win can be taken to a cause, while the change
in subjective life satisfaction can be considered a consequence. Lottery winners
indeed state in the following year that they are happier. This allows us to conclude
that higher income and wealth raise happiness, though only for a short time period.
Income produces subjective well-being, most importantly in poor countries below a
certain level of living.
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Chapter 5
Psychological Influences on Happiness

Abstract Individual happiness is to some extent constructed by the individuals
themselves and depends on the past and present social environment.Many individuals
adapt quite quickly to a new situation and move towards a similar well-being level
as they experienced before a positive or negative event. However, this is not always
the case. Our well-being depends not so much on absolute income but on our income
compared to colleagues, friends, and relatives. This also holds for unemployment.
Experiments reveal that people are incapable of accurately remembering the pain they
experienced in the past. Wrong decisions are often taken because people disregard
the scale and speed of adjustment to a new situation. Human beings tend to be
overoptimistic and find it difficult to predict how happy they will be in the future
under different life circumstances.

Happiness Is Partly Self-constructed

Subjective well-being has both affective and cognitive aspects. The cognitive
components comprise the rational and intellectual aspects of happiness and involve
evaluations and comparisons. Happiness is not simply given but is subjective. To
some extent, it is constructed by the individuals themselves and depends on the
past and present social environment. In particular, the following mechanisms and
processes must be taken into account.

Adaptation

What happens if a person experiences an unexpected positive or negative event?
Consider a large lottery win or a grave accident. In the case of the lottery win,

happiness first rises markedly but thereafter falls quite quickly. In the case of a grave
accident, a similar adjustment takes place, but in the reverse direction. At first, well-
being falls strongly, but after some time most people fortunately are able to deal with
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the new situation, and their happiness level rises again. Many persons adapt quite
quickly and move towards a similar well-being level as they experienced before the
accident. However, this is not always the case. For instance, employees who are
dismissed are markedly less happy than before and remain so after a considerable
number of years.

Comparison with Other People and Situations

The evaluation of our happiness is not absolute; it is determined by comparisons with
peer groups and persons, as well with one’s own situation in the past. Our well-being
depends not so much on absolute income as on our income relative to colleagues,
friends and relatives. This also holds for unemployment. People without work are
less happy than those employed, but they are less unhappy when they live in an
environment in which many other persons are without work. The reference groups
are not strictly determined.Most people choose a comparison groupmaterially better
off. This is surprising, because people would be better off comparing themselves to
people who are in a less fortunate situation.

Cognitive Biases

There are circumstances and conditions in which it is impossible, or at least very
difficult, to raise one’s happiness level. Experiments reveal that people are incapable
of accurately recalling the pain they experienced in the past. What is remembered is
the pain suffered at the end of the experiment as well as the maximum pain. They
do not remember the duration over which they experienced pain. As a consequence,
human beings tend to take wrong decisions when they have a choice of maximum
pain and pain at the end or how long they have to experience the pain.

Wrong decisions are often taken because people disregard the size and speed of
adjustment to a new situation. Many people want to gain higher and higher income,
only to experience thereafter that they become used to it and that the additional
income affects their well-being level only moderately or even not at all. Such a
cognitive bias leads to a stress of wanting to continually raise one’s income.

Humanbeings tend to beoveroptimistic.Most assume that their future personal sit-
uation is superior to those of other people. For example, they underestimate the prob-
ability of being involved in an accident or of being affected by cancer or Aids. Most
people overestimate their own capacities. A large majority of car drivers believes, for
instance, that they are better than the average driver—which is of course impossible.
Successes tend to be attributed to one’s own effort and knowledge, while failures are
attributed to external forces.
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Restricted Prognostic Abilities

Human beings are incapable of predicting how happy they will be in the future under
different life circumstances. When they consider their future well-being, they are
strongly moved by hopes and expectations. If they can fulfil them, they are satisfied
with their lives. Most people underestimate the speed with which they adapt to new
conditions. They find it difficult, if not impossible, to take this adjustment process
into consideration. As a result, their choices are biased.

Careful analyses of major changes in life circumstances such as life shocks in the
domain of social relationships (widowhood, unemployment and disability) and in life
decisions (marriage, separation and divorce) suggest that people make substantial
prediction errors with respect to the life satisfaction they will actually experience in
the future. The discrepancy between self-predicted and actual satisfaction is greatest
with respect to widowhood. People are overly pessimistic regarding their recovery
from widowhood. The same holds for experiencing unemployment and disability.
The reason is that people have biased beliefs about future changes in circumstances,
but above all they underestimate how quickly and strongly they are able to adapt to
these unfortunate changes in life. For marriage, in contrast, people tend to be overly
optimistic about their actual life satisfaction after five years.

When comparing alternatives, material factors are weighted more heavily than
non-material ones. The future happiness produced by ideal components is under-
weighted.We dedicate too little time to our families, friends, and hobbies. In contrast,
we overestimatematerial aspects such as income or status. Suchmistaken evaluations
have been shown to exist for the case of commuting. People are prepared to suffer
long travel times to raise their income or to have particularly attractive living con-
ditions in their homes. However, surveys on well-being have shown that subjective
happiness is, ceteris paribus, lower the longer time commuting requires.
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Chapter 6
Happiness Maximization by the
Government

Abstract Fundamental arguments speak against politicians attempting to maxi-
mize the aggregate subjective well-being index of their country’s population. This
approach to economic policy corresponds to the idea of a “benevolent dictator” who
determines from above what is good for the people. Such an assumption is naïve.
Once the maximization of the aggregate happiness index of the population is taken
to be the official goal of economic and social policy, one can no longer trust that
survey respondents answer any questions about their subjective life satisfaction in
an unbiased way. When citizens’ happiness is taken as the measuring rod of politics,
government politicians will make an effort to manipulate the aggregate happiness
index in their favour. For both these reasons, the subjective well-being data are no
longer a reliable measure of people’s happiness. Governments should not be asked
to maximize happiness.

Should Politicians Maximize Happiness?

From the results gained by happiness research, some authors conclude that politicians
should aim to maximize the happiness of their populations. Politicians are thus asked
to directly employ the insights of happiness research to raise the aggregate subjective
well-being index as much as possible. This would fulfil the dream of putting the
Theory of Quantitative Economic Policy into action. According to this theory, the
state should maximize the social welfare function. As self-reported subjective well-
being is a close proxy to social welfare, it is now possible to specify the objective
function to bemaximized.Happiness researchnowsupposedly provides the empirical
tools to proceed in that manner.

At first sight, this goal appears to make sense. After all, it seems evident that to
maximize the happiness of people is a better goal than to maximize gross national
income or the trade surplus. However, fundamental and convincing arguments
speak against this approach to economic policy. Aiming to maximize social welfare
corresponds to the idea of a “benevolent dictator”, who determines from above what
is good for his or her people. Politicians are assumed to undertake only those policies
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which are beneficial to society. Such an assumption is naïve. It is more reasonable,
andmuch better confirmed empirically, that politicians’ main goal is to stay in power.
In democratic countries, politicians must win elections to stay in power. To reach that
goal, they employ all the means available, even sometimes illegitimate and illegal
ones. In particular, unpopular measures, such as reducing a budget deficit or accu-
mulating funds to be able to cover future old age pensions, are shifted to the future
when these politicians are no longer in power and no longer responsible. Politicians
are quite ready to raise their popularity with voters by offering election gifts such as
hand-outs and subsidies. Such political behaviour contradicts the long-run interests
of the population but is either not fully observed or strongly discounted by those who
directly benefit from the monetary and non-financial hand-outs given by the politi-
cians in power. Only when the individuals in government are convinced that they
can win the forthcoming election do they undertake policies according to their own
convictions. But these may be ideologically laden and do not necessarily conform to
the wishes of the citizens.

Biased Answers to Happiness Surveys

Once the maximization of the aggregate happiness index of the population is taken
to be the official goal of economic and social policy, as has long been the case in
Bhutan, followed by France, the United Kingdom, Germany, and Australia, one can
no longer trust that the survey respondents answer the question about their subjective
life satisfaction in an unbiased way. The results of happiness research are ideally
based on surveys in which the respondents report in an uninfluenced way how happy
they feel they are. But if the respondents are aware that their answers are used for
political purposes, theywill change their behaviour and take into account the political
consequences. People for instance, who hold conservative views are likely to answer
that they are particularly happy when a conservative party is in power. Conversely,
they are inclined to punish a left-wing party in power by stating that they are less
happy than they are in actual fact. Such behaviour undermines the validity of surveys
and hampers the empirical basis of happiness research.

Manipulated Happiness Index

When citizens’ happiness is taken as the measuring rod of politics, government
politicians will make an effort to manipulate the aggregate happiness index in their
favour. As this index is the result of representative surveys, there are many oppor-
tunities to do so. People who are critical of the government or who are considered
outsiders can be excluded from the population surveyed. For instance, inmates of
jails can be disregarded, because they are unlikely to be satisfied with their lives.
In some countries, such as the United States, this follows the legal norms according
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to which prison inmates have no voting rights. In the same vein, people indicating
a particularly low life satisfaction (e.g. those indicating below 4 on a scale of 10)
can be taken to be “unreliable” and therefore excluded from the aggregate happiness
index. If such manipulations do not suffice to jack up the aggregate happiness index
sufficiently, the government can shift responsibility to uncontrollable events such as
natural disasters or influences from foreign countries. As a result, the government
can argue that the aggregate happiness index must be corrected. This is in line with
the corrections of the inflation index that many governments undertake when an
uncontrollable exogenous price rise occurs.

As the survey respondents answer in a biased way, and governments will
manipulate the subjective well-being data, a government’s happiness maximizing
policy is likely to produce an unreliable measure of people’s happiness. The data
become seriously misleading both for policy purposes and for empirical research.
It follows that governments should not be asked to maximize happiness.
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Chapter 7
What Happiness Policy Is Appropriate?

Abstract Happiness may not be the only goal of human beings. Personal develop-
ment, virtue, fairness, companionship, freedom, and solidarity may also matter. The
political process should provide everybody the opportunity to find his or her own
way to reach happiness. At the constitutional level, citizens appreciate increased
political participation rights in the form of popular initiatives and referendums in
which issues of content are decided. They prefer a federal political organization in
which local units have extensive decision rights about both expenditures and taxes.
In current politics, citizens can urge politicians and public officials to follow the
insights gained in happiness research. Important areas include, for instance, the job
market and economic growth, income inequality, independence, voluntary work and
donations, social relationships, education, and liveable cities. Politicians can discuss
the proposals with the population, and if supported, put them into practice.

Enabling Happiness

The previous Chap. 6 argues that a government should not aim to maximize the
aggregate happiness index directly; this would correspond to a paternalistic or even
dictatorial policy that would be incompatible with democratic principles. Rather,
the political process should provide every person the opportunity to find his or her
own way to reach happiness. The insights of happiness research make an important
contribution to reach this goal. They help to improve economic and social policy
such that people become more satisfied with their lives.

Happiness as Ultimate Goal?

Engaging in a happiness policy first involves considering whether happiness really
is the only goal of human beings. It may well be that happiness is merely one
ingredient of a good life. Personal development, virtue, and fairness may also be
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important. Other people may put companionship, freedom, and solidarity on the
same level as subjective happiness. Other ultimate goals may be physical and social
well-being. Other people rank factors such as trust, self-regard, absence of pain, work
satisfaction, and satisfaction with one’s family and partnership alongside happiness.
Liberal thinkers value personal freedom higher than happiness. They even emphasize
the productive effects of unhappiness. They suggest that dissatisfaction with one’s
life is a goal to aim for and a motor to achieve, ever more. From the point of view of
evolution, it is not happiness that matters but survival and reproduction.

A further distinction considers not only the goal but also the path to the goal.
Processes leading to happiness may also contribute to life satisfaction. Most people
are happy if they master a challenging activity. When people devote themselves fully
to an activity, they forget time and space, and they experience a “flow of life”.

Happiness policy must take into account the kind of subjective well-being that
is to be sought. This decision can only be taken on the basis of philosophical and
religious considerations and must be left to the individual persons. If happiness in
the form of eudaimonia is taken as the ultimate goal of human beings, as argued
by Aristotle, different consequences follow than when only momentary happiness is
to be achieved. Modern, quantitatively oriented happiness research focuses on the
life satisfaction reported by individuals. This evaluation of one’s own well-being is
cognitive and considers a life as a whole. It takes into account experienced, expected,
and remembered happiness.

Institutions Leading to Happiness

A reasonable happiness policy should focus primarily on constructing and maintain-
ing institutions that allow people to reach their own goals of happiness in the context
of the society they live in. Written and unwritten constitutions determine the formal
and informal institutions whose political and social processes guide human beings
to achieving their own happiness. Decisions about the fundamental structure of the
political systemmust be taken behind the veil of uncertainty, so that no one knows the
situation in which he or she or the descendants will be in the future: rich or poor, well
or little educated, healthy or sick. This uncertainty prevents decision-makers from
establishing institutions to their own benefit. In contrast, dictators regularly impose
new constitutions on their population to suit themselves (e.g. allowing themselves
an unrestricted number of years in power).

Happiness research contributes important insights that help identify the institu-
tions that support the subjective well-being of individuals. Most importantly, it has
been shown that citizens value the opportunity to participate in political decisions.
They appreciate participation rights in the formof popular initiatives and referendums
in which issues of content are decided. Such possibilities at regional and national
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levels have been discussed in many countries but should also play a larger role in
new political units such as the European Union.

Happiness research also shows that citizens prefer a federal political organization
in which local units have extensive decision rights concerning both expenditures and
taxes. Local councils and even smaller units such as urban districts should have more
competencies.

In addition to established political corporations, new units can also be considered.
One such proposal is that of Functional, Overlapping and Competing Jurisdictions
(FOCJ). They are established to address problems. In contrast, historically existing
political corporations normally have territorial extensions often as a result of pure
chance. Examples of such problems are the provision of water, schools, public secu-
rity, transport and other infrastructural buildings, and trade relations. The political
unit for each function is to be formed in an appropriate territorial jurisdiction based
on democratic principles. In contrast to the technocratic functional units that exist in
some countries, FOCJ respond to the wishes of the population. The citizens elect the
executives of the functional units and may intervene directly via popular initiatives.
Important decisions require approval by compulsory popular referendums. As the
territorial extensions of FOCJ differ, they overlap. Some functions can be addressed
at a very local level while other functions, such as free trade and defence, are best
dealt with at a supranational level. Individuals or local councils may freely choose
which FOCUS (this being the singular of FOCJ) they wish to enter. A crucial pre-
requisite is that each jurisdiction is free to set its own tax rates so that it obtains the
revenues with which to fulfil its services to the community. As a result, the FOCUS
has a strong incentive to manage both taxes and expenditures in a responsible way.

Today, no such FOCUS exists in a pure form, but in many countries, in partic-
ular in the United States and in Switzerland, precursors exist in one form or other;
however, there is still a long way to go before they are broadly established. Not
surprisingly, many politicians and bureaucrats in traditional political units strongly
oppose these new governmental units, as they promise to function more efficiently
and more democratically. Under the regime of FOCJ, the national state is able to
survive only if it is able to fulfil a particular function in a better way than newly
established FOCJ. But what could these functions be? For free trade or defence, the
national state tends to be too small—here a more extensive political unit such as
NATO is more appropriate. For other functions such as education or crime preven-
tion, it is too large. FOCJ promise to raise people’s subjective well-being as they
combine democratic responsiveness with economic efficiency.

Institutional changes should in no case be promulgated in an authoritarian way by
the government. Rather, new forms of political decision-making should emerge from
a discourse that includes asmany citizens as possible. Such a proceduremay be based
on aleatoric elements, or selection by lot. This method of political governance was
extensively and successfully used for many hundreds of years in classical Athens, in
the flourishing medieval Italian city-states of Venice, Siena, and Genoa, and in Swiss
communes. A number of citizens are elected randomly from the overall population
and asked to participate in small groups to discuss a particular issue and to propose a
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policy. The parliament must then decide about the various proposals and put them to
voluntary or obligatory referendums, in the case of important changes, as described
by law. The members of parliament can be elected in the traditional way, but this
method results in a highly skewed representation of income and educational groups.
It is well known that present parliaments are composed mainly of people with higher
than average income and education. In many cases, it may therefore be preferable to
have two houses of parliament, one elected in the traditional way, another composed
by random selection, to ensure that all groups in society are well represented.

Increased participation rights can also be introduced into organizations beyond the
state. In modern societies, people want to have more intensive and effective partici-
pation rights, from which today they are excluded in many places. In a large number
of public organizations, individuals have little or any participation rights. Examples
are mighty sports organizations and media houses, which partly benefit from and act
in the realm of public support. The same holds for international organizations such
as the International Labour Office (ILO), the North Atlantic Treaty Organization
(NATO), and the European Union.

A particular issue is the participation rights of workers in corporations. In Ger-
many, this has been extensively introduced and imposed from above. Happiness
research supports another avenue. Happy workers are more involved, productive,
creative, and in better health. This insight should induce firms in their own interest
to give their employees more autonomy, thus raising their self-esteem and feeling of
competence.

Happiness in the Current Politico-Economic Process

In politics, the current “rules of the game” are enshrined in the constitution. The
citizens can make suggestions that insights gained in happiness research are taken
into account and followed by politicians and public officials. Conversely, politicians
in government or in the opposition can take up proposals derived from happiness
research, discuss them with the population, and if supported, put them into practice.
The politicians are induced to follow this line as they can expect an advantage in
the competition for votes. The results of well-being research presented above open
many possibilities. Here, only a few particularly relevant aspects are discussed.

Job Market and Economic Growth

Unemployment strongly reduces the level of happiness of those people directly
affected as well as for the rest of society. A government should therefore prioritize
combatting unemployment. What is most important is the reduction of joblessness
among young workers, because individuals once put out of work or never having
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been employed are negatively affected, or “scarred”, for all their lives. In compari-
son, economic growth should be emphasized less, because the adaptation processes
in many cases do not sustainably raise the happiness level.

Income Inequality

Differences in status produced by income can be considered a zero-sum game.When
one person earns more than others and thus increases his or her status, the status
of others is automatically reduced. Society as a whole does not win. The results of
happiness research, however, suggest that in most countries large income differences
between people reduce the overall happiness level of the population. For this reason,
a common suggestion is to impose high tax rates on high-income recipients to achieve
a more equal income distribution. However, there are important arguments against
this proposal:

• High taxation of upper income recipients tends to produce negative incentive
effects. Some of the most productive members of society are induced to work
less or to shift their activity into the hidden or shadow economy. The allocation of
resources is biased to the disadvantage of the whole population.

• Competition for status may well be an inherent, genetically given trait of human
beings. If this is the case, they will emphasize other factors producing status than
highly taxed income. Some of these may be positive, in particular when there is a
status competition in education. No harm is done with a competition for titles and
awards. If, however, status competition is undertaken by amassing political power,
it may well have negative effects. The other members of society also lose when the
status competition involves having as much leisure as possible and undertaking
activities such as spending whole days or even weeks playing golf. This seems to
have been true for the English and French upper class. An equally negative status
competition is one in which clothes emphasize the differences between individuals
in the social hierarchy. This is the case for monarchic and military societies such
as Germany between 1870 and 1918.

These are some of the reasons why it is not necessarily a good idea to impose high
taxes on the rich to quell status competition. It may well be that the people living in
such societies feel less satisfied than before.

The effect on happiness of income distribution existing at a particular point of
time also depends on the opportunity of people to move upwards. An individual who
earns a low income over a restricted period of time but sees a chance to move up
the income ladder in the future is less unhappy than an individual who feels trapped
in his or her income position. Indeed, people who are confident that they will be
able to leave a low-income position may even welcome a large spread in incomes.
Empirical research suggests that many Americans adhere to this dream and therefore
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are not unhappier when the distribution of income in the populations widens. In fact,
however, this is only a dream as the mobility between income recipients is not larger
in the United States than in European countries.

Independence and Self-employment

Many persons aspire to achieve a position of independent work rather than having
to tolerate pressures and orders in a corporate hierarchy. They do that even though
they may well be aware that on average income is lower than when working in a firm
and that they have to work harder and with more risk. The political process should
therefore make a great effort to reduce the bureaucratic impediments to founding
companies and to entering self-employed work. At the same time, training should be
offered in becoming independent.

Voluntary Work and Donations

Doing good for others raises one’s own happiness. Therefore, more opportunities
should be offered to enable people to be active in charitable organizations, for instance
by providing insurance when they work on their behalf. Equally, donations should
be favoured.

Even more importantly, help and care for the old and sick within families and out-
side should be supported. This would not only relieve the state but also contribute to
the well-being of the people engaged. Such activities can be honoured by bequeath-
ing awards and orders, provided they are handed out in a serious way, to signal the
specific voluntary contribution to society a person has made.

Family and Social Relationships

The more intensive the social contacts among people are, the happier they feel. The
family provides stability and intimacy and should not be subject to higher taxation
than is the case for unmarried partners. This is still the case in some countries. When
twopeoplework and their income is added because they aremarried, tax progressivity
leads to their total income being taxed to a higher extent. As a consequence, founding
a family is punished.

Clubs and the church also contribute to subjective well-being provided they do not
isolate themselves but are open to outsiders. What matters is not so much financial
support for such organizations but encouragement and publicity from government.
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Education

The better people are educated, the more they can develop their capacities, and
the more satisfied they are with the lives they lead. It is particularly important to
support those groups in society who up to now have had little chance to acquire a
more advanced education. The government should strongly foster the dual learning
systems in which young persons gain practical experience in the workplace and in
schools learn more general abilities such as languages and methods of successfully
engaging in the market. Offering opportunities to acquire a more advanced education
at later stages in life is bound to raise the life satisfaction of many people.

Liveable Cities

The happiness of people can also be raised by constructing and changing cities so that
they enable and induce close personal contacts among inhabitants. In this respect,
urban planning over the years has contributed greatly to raising the subjective well-
being of city dwellers. The dominance of soulless huge apartment buildings and
the dominance of car traffic have given way to cities focusing on the needs of their
inhabitants. The elegance of buildings has been combined with roads and squares
meeting the relational desires of people. In former times, the beauty of buildings was
the dominant goal of architects and city planners, the capital city Brasilia being a
negative example.

The topics discussed in this section provide examples only how the political
process can indirectly contribute to the human happiness. There are many other
areas in society, in which careful public interventions can potentially improve life
satisfaction while leaving people the freedom to find and choose their own way to
happiness.
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Chapter 8
What About a Happiness Pill?

Abstract Happiness pills provided by the government free of charge would have
several positive, but also negative consequences. The procedural aspects of happiness
are important and should not be neglected. Politicians may have an incentive to keep
the population quiet by offering them happiness pills for free. But this may backfire
if citizens are then induced to engage more strongly in political activities against
the wishes of politicians. It is illusory to expect that happiness pills are able to raise
people’s well-being over an extended period of time.

Happiness Pills Exist

Today, many people consume drugs quite similar to what could be called “happiness
pills”. These are not only individuals for whom doctors have prescribed pills to over-
come depression and other psychological illnesses. A considerable number of people
routinely take pills to raise their happiness level. Prozac is the best-known product,
but many other pills produce similar effects. “Brain doping” is widely practised; the
substances consumed are related to amphetamines, which raise the concentration of
dopamine in the brain. A considerable number of people consume illegal drugs. And
for a long time, a substantial share of the population in all countries has sought to
push up their well-being by consuming alcohol, tobacco, tea, and coffee. According
to this broad definition, only a small proportion of people do not consume any sub-
stances to raise their feeling of happiness. Huxley’s Brave New World with its soma
is not far away.

A Thought Experiment

Assume that a happiness pill exists that has no negative effects on the health of the
people consuming it, and that its use does not produce any psychological or physical
addiction. Moreover, assume that the government distributes the happiness pill free
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of charge. These conditions mirror an extreme situation and do not reflect today’s
reality. However, it may well be possible that pharmaceutical research will be able
to provide such a pill in the future. This goal may be called “bio-happiness”. It may
also be possible that in the future some governments will offer the happiness pill to
its population without cost.

Nevertheless, most people are likely to reject such an offer, for intuitive reasons.
The results of several surveys suggest that a large proportion of the population would
not consume a happiness pill, even if they were to receive it free of charge. For
example, Australians were asked the following question: “If there was a legally
available drug that could be bought over the counter, that made you feel happy,
and did not have any side-effects, do you think there would be occasions when you
would take it? Would you say: Yes, definitely; Yes, probably; No, probably not; No,
definitely not; Don’t know”. This was the result of the survey: Three quarters of the
respondents said they would not consume a legally available happiness pill.

Positive Effects

Continuing with the thought experiment, consuming the happiness pill raises its
consumers’ subjective hedonic feelings of happiness. Empirical happiness research
indicates that the happier people are, the more successful they are at work, the more
friendly is their behaviour towards others, and themore optimistic they are.Moreover,
they are in better health and live longer.

The positivemoodproducedby the happiness pill also corrects the genetic inequal-
ity regarding the possibility to experience happiness. As Chap. 3 pointed out, the
extent to which individuals can experience happiness depends quite strongly on the
genetic endowment they inherited from their ancestors. Between fifty and eighty
per cent of the happiness feeling has been attributed to this “genetic lottery”, so
it is of substantial importance when considering differences in happiness between
individuals.

In addition to the direct effects of the happiness pill on its consumers, it is also
necessary to look at its consequences for people who do not take it:

• Happiness is contagious. Happy people also make other people happier;
• A higher level of happiness supports friendship, loyalty, pro-social behaviour, and
solidarity.

These two effects of the happiness pill also improve the situation of people who do
not take it. They constitute a classic positive external effect. It can thus be argued
that the distribution of happiness pills to potential consumers should be subsidized
because it also raises the well-being of other people.

https://doi.org/10.1007/978-3-319-75807-7_3
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Negative Effects

The consumption of happiness pills may also have noxious consequences on other
people. The most important of these is the negative effect on work motivation. The
incentive to work diminishes or even disappears completely because happiness is
solely produced by the consumption of the pill. Its consumers no longer perceive any
need to work. Engaging in work only occurs for intrinsic reasons: because someone
likes to work or because a social norm has been internalized. Reliance solely on these
motivations cannot be sustainable from an economic perspective. People taking the
happiness pill need nourishment and accommodation and would like to enjoy the
many other positive aspects of modern life. It would be pure fluke if the existing
intrinsic motivation and social norms led to exactly the supply of goods and services
people desired. Some of these goods and services will be provided by the consumers
of happiness pills who are intrinsically motivated. This may well be the case, for
instance, with respect to the arts and culture. In contrast, it is unlikely that essential
goods and services such as the construction of houses and the cleaning of streets and
toilets will be supplied in the amounts required.

It follows that the happiness pill undermines an economy in which people depend
on goods and services whose production requires hard work and effort. This obser-
vation constitutes an important counterargument against a general distribution of
happiness pills to the population.

Substitutes and Complements

Asupply of happiness pills free of charge reduces the demand for illegal drugs such as
cocaine and heroin. As they are quite costly and risky to obtain, and moreover affect
the health of their consumers negatively, it might be expected that their demand
disappears almost completely. This constitutes a positive external effect, because
illegal drug production and distribution are major causes of crime. As a result, the
cost of police and prisons is drastically reduced, and people feel more secure.

However, today’s experience with drug use suggests that a considerable share of
consumers will exhibit a strong inclination to take the happiness pill in addition to
illegal drugs. As such additional consumption still takes place under illegal condi-
tions, it is dangerous and involves crime. If this is the case, the free supply of the
happiness pill may well reduce aggregate happiness, because the addiction to drugs
persists.

As the thought experiment so far has not been put into reality, it is open whether
the introduction of freely available happiness pills actually would promote a sub-
stitutive or complementary effect. For reasons of caution, it is important to take the
complementary effect seriously.
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Procedural Benefits

Evaluating whether the happiness level of the consumers of happiness pills really
rises also requires consideration of another important aspect. Individuals not only
value the level of income or the number of good friends they have. They are not
solely hedonistically oriented. They also put great value on the process by which
happiness is attained. People are happier if they attain a goal by their own effort
rather than if it just happens to them. An example is the effort expended to reach the
peak of a difficult mountain. When reaching the top, the climbers are satisfied and
happy. The higher the effort needed, the happier they are. Consuming a happiness
pill does not provide any procedural utility and therefore leads to lower satisfaction.
In the extreme, the well-being of an individual may even fall.

The Paradox of Happiness

Happiness cannot be consciously sought but is a side-product of a life that involves
meaningful activities and human relationships. Nobody can just decide to be happy;
it is ridiculous to believe that. If someone tries to attain happiness in this way,
it disappears. This phenomenon is well known and was emphasized long ago by
philosophers such as Plato and Aristotle. According to this paradox, it is impossible
to reach happiness with the help of a pill in the long run, because such consumption
is unrelated to a good and meaningful life.

For similar reasons, it is impossible to maintain a high happiness level over an
extended period of time. Happiness can only be appreciated when this condition can
be compared to less happy situations.

The search for happiness through consuming pills is basically mistaken.

Selfish Governments

The concept of a happiness pill is based on the assumption that governments are
both able and willing to pursue and raise people’s happiness. Our thought experiment
assumes that the government can indeed provide a happiness pill without harming
the health of the people consuming it. The crucial question therefore is whether
governments have the intention to pursue such a policy.

Theoretical and empirical research in modern political economy has come to the
clear conclusion that this is not the case. The politicians in power are interested in
pursuing quite different goals: they want to act in their own interests. As individu-
als, politicians also value income and the recognition by others. At the same time,
they belong to a specific group of people for whom exerting power over others is
particularly important. What matters is how these goals are connected to the welfare
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of the population. Only in an ideal democracy with a strong and continuous compe-
tition between parties are politicians obliged to carefully observe the wishes of the
voters. These conditions rarely occur. In fact, today’s world is still characterized by
dictatorships and authoritarian governments whose political leaders do not follow
the preferences of the population.

It could be argued that politicians have an incentive to keep the population quiet
by offering them happiness pills at no charge. This view assumes that happy people
would interfere less—or not at all—in politics than if they were less happy. In this
case, politicians distributing the happiness pill would indeed have the opportunity to
act freely according to their own wishes. Such a situation corresponds to Huxley’s
soma in his novel Brave New World. This soothing drug turns its consumers into
totally passive human beings.

Research into happiness suggests that the contrary is true. Happier people tend
to be more active and enterprising. Consuming happiness pills might even induce
citizens to engage more strongly in political activities, which may be incompatible
with the goals of politicians. People in government risk losing their uniquely powerful
positions. This viewhas a long history. Ever since democracywas instituted inAthens
and other classical Greek city-states, it has been argued that when the citizens are
happy and little constrained by material concerns, they engage in politics. If this
is indeed the case, politicians have little incentive to provide the population with
happiness pills free of charge.

What Can Be Said?

This chapter does not claim that a happiness pill existswhichhas nonoxious effects on
consumers’ health. However, it can well be imagined that a pill with these properties
may become available in the future. To some extent, we already observe an extensive
use of substances that are supposed to raise their consumers’ subjectively experienced
happiness.

There would be some remarkable positive consequences of freely available hap-
piness pills. The consumers would be nicer, act in a more pro-social manner, enjoy
better health, and live longer as the genetic lottery responsible for a considerable
proportion of happiness is changed in their favour. People would be able to turn
to superior cultural and political goals. But there would be grievous negative con-
sequences of providing happiness pills; in particular it would not be possible to
maintain an economy providing the goods and services people need and want to
consume. Most importantly, the procedural aspect of happiness is totally neglected.
Only what is achieved by some measure of one’s own effort and devotion contributes
to long-run well-being.

Considering these positive and negative aspects of providing a happiness pill leads
to the conclusion that it is illusory to expect that such a policy is able to raise the
people’s well-being in a sustainable way.
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Chapter 9
Happiness and Consumption

Abstract Standard economics assumes consumers to be rational actors, but
happiness research suggests that consumers tend to mispredict the utility of activities
and that they face self-control problems. People often hold incorrect intuitive theo-
ries about the determinants of happiness. They overestimate the impact of specific
life events on their experienced future well-being with regard to both intensity and
duration. There are four major sources for the systematic over- and undervaluation
of choice options: the underestimation of adaptation, distorted memory of past expe-
riences, the rationalization of decisions, and false intuitive theories about the sources
of future utility.

Welfare Judgments

Conventional economic theory assumes that people are perfectly rational. They are
fully informed about how much utility they gain from consumption; this is revealed
by what goods and services they demand. Individuals are also capable of maximizing
their utility. According to this theory, people do not make any systematic mistakes
when making consumption decisions; if they occurred, individuals would correct
them in the long run by learning.

In contrast, subjective well-being surveys reveal the welfare judgments of individ-
uals. Retrospective evaluations are taken as a valuable source of information about
the bounded rationality in people’s decision-making. How do people fare after they
have made decisions? This is particularly relevant if people have limited self-control.

Limited Self-control and Individual Well-Being

In standard economics, people have no self-control problems. They are able to make
decisions according to their long-term desires. From this point of view, consuming
goods and pursuing activities that some people consider addictive, or at least forming
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bad habits, such as smoking cigarettes, taking cocaine or watching TV extensively,
are considered a rational act. In contrast to this view, many people judge their own
and other people’s consumption behaviour as irrational. They think that they would
be better off if they consumed less of these goods and caredmore for their futurewell-
being. The standard approach in economics does not allow us to differentiate between
the view of consumers as rational actors and consumers mispredicting utility or
facing self-control problems. However, with a proxy measure for individual welfare
at hand—subjective life satisfaction—competing theories can be discriminated.

Misprediction of Utility

Standard economics assumes that people can successfully predict utility. However,
happiness research has actually studied whether people are indeed successful in fore-
casting the utility they are about to experience. It turns out that people accurately
predict whether an emotional experience primarily elicits good or bad feelings. How-
ever, they often hold incorrect intuitive theories about the determinants of happiness.
For instance, they overestimate the impact of specific life events on their experienced
well-being with regard to both intensity and duration.

The standard economic model of consumer decisions is probably appropriate for
most goods and activities and for most situations. However, there are situations in
which people have to decide between different activities, goods or options, which
differ systematically in the extent to which their future utility can be correctly pre-
dicted. If this is the case, systematic negative economic consequences emerge. Some
options, or attributes of options, aremore salient than others whenmaking a decision;
these are relatively overvalued. If people choose options according to this evaluation,
their experienced utility is lower than what they expected. It is also lower than what
they could have experienced if they had not mispredicted their utility. Moreover, they
consume different goods with different attributes and pursue different activities than
in a situation where no option in the choice set would have special salience.

Four major sources of the systematic over- and undervaluation of choice options
can be distinguished:

• the underestimation of adaptation,
• the distorted memory of past experiences,
• the rationalization of decisions, and
• false intuitive theories about the sources of future utility.

Underestimated adaptation to new situations has become part of models of intertem-
poral decision-making. They include the misguided purchase of durable goods and
consumption profiles with too much consumption early on in life.

It has often been argued that thework-life balance of individuals today is distorted.
People are induced to work too much and to disregard other aspects of life. This has
been proposed most forcefully for the United States, where individuals are said to be
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“overworked”. This is a misprediction of utility: people overvalue income relative to
leisure because income is often more salient. Competing for status involves negative
externalities and therefore too much effort is invested in gaining status and acquiring
“positional goods”. These are goods which act as status symbols, signaling their
owners’ high relative standing within society. Mispredicting utility magnifies the
distortions of competing for status in consumption if utility from consumption is
overvalued.

Mispredicting utilitymight also explain people’s behaviour in courts of law.When
it comes to making decisions, individuals tend to prefer institutions that promise
favourable outcomes. But afterwards, they state that they would have preferred the
institution to place more emphasis on fair procedures. This finding suggests that
people tend to overvalue outcome relative to procedural utility.

People’s decisions to commute for a longer or a shorter time also relates to the
misprediction of utility. The commuting decision involves a trade-off between the
salary and the quality of housing on the one hand and commuting time on the other
hand. Rational utility maximizers commute only when they are fully compensated
by higher salary and better living conditions. However, when people overestimate
utility from goods serving extrinsic wants, they opt for too much commuting and
so suffer lower well-being. An extensive study in Germany found that commuting
is not fully compensated, and that, on average, people who commute twenty-two
minutes each way (sample mean) would need an additional thirty-five per cent of
their monthly wage income to be as satisfied with their life as people who do not
commute. They make a decision that lowers their self-declared life satisfaction.

When people make trade-offs, material factors attract more attention than intangi-
ble factors such as friendship. Consumption ofmaterial goods is overvalued due to the
neglect of adaptation, rationalization, andmemory biases. As a result, material goods
are over-consumed and individual well-being is reduced compared to situations in
which people mispredict utility less.
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Chapter 10
Happiness and Television Viewing

Abstract Watching TV is a major human activity. Many people are tempted to
watch television rather than to pursue more engaging activities. Individuals with
incomplete control over their own behaviour watch more TV than they consider
optimal for themselves. Their well-being is lower than they could achieve. Heavy
TV viewers, and in particular those who lose a great deal of time that might have
been spent doing something else, report lower life satisfaction. Long TV hours are
also linked to higher material aspirations and anxiety.

An Important Consumption Activity

Watching television today is one of the most important leisure activities for most
people in most countries. People in Europe spend almost four hours per day viewing
TV. This average varies considerably between countries. While only about ten per
cent of people in Switzerland watch television more than three hours a day, more
than thirty-eight per cent do so in Greece. In the United States, people spend more
than five hours per day, on average, in front of their television sets. Inmany countries,
watching TV occupies almost as much time as working.

Subjective time use data are often criticized as being inaccurate or biased. “Watch-
ing television” might not be understood in the same way by all respondents, and they
might not differentiate between television viewing as a primary, secondary, or even
tertiary activity. Respondents might not even correctly remember all the times they
watched television, or they might revert to social norms or to images they would like
to have of themselves. Nevertheless, answers to such questions seem generally to be
a reliable measure for television viewing behaviour.

As watching television is a totally voluntary, freely chosen activity, it seems obvi-
ous that people enjoy it, because they would not do it otherwise. This implication is
shared by standard neoclassical economic theory. Individuals are assumed to know
best what provides them with utility. They choose the amount of TV consumption
that provides them with most utility. However, recent developments, particularly in
behavioural economics, have cast doubt on this conclusion. In general, it is not possi-
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ble to infer the utility by simply observing a particular behaviour, because individuals
do not always act rationally. People may also be subject to habits over which they
do not have full control. They may consume some goods, such as drugs, alcohol,
or tobacco, to a greater extent than they find to be good for themselves. They suf-
fer from a self-control problem. One consequence of this is that, according to their
own evaluation, smokers consider themselves to be better off if smoking is restricted
by a tax. Happiness research has shown empirically that individuals overestimate
the utility of future income at the same time as they underestimate the benefits of
interacting with other people. The consumption decisions made by individuals are
systematically distorted according to their own evaluations.

People suffering a self-control problem are mainly induced to watch too much
television because it offers immediate benefits—entertainment and relaxation—at
very low immediate marginal costs. Many costs, such as not having enough sleep
and underinvesting in social contacts, education, and career, are experienced only in
the future. People with time-inconsistent preferences are therefore unable to adhere
to the amount of TV viewing they planned or which they would consider optimal for
themselves in retrospect. Extensive TV consumption, consequently leads to a lower
level of individual utility than could be achieved.

Effects of Television Watching on Happiness

Data on subjective well-being can be used to study whether people make systematic
mistakes in their choice of the amount of time they devote to TV watching. The
following empirical analysis considers data from more than 42,000 individuals in 22
different countries in the period 2002/03.

The econometric estimate lends support to the hypothesis of over-consumption.
Controlling for all other influences, excessive TV viewers report lower life satisfac-
tion. People who are subject to time constraints but still watch TV for many hours
are particularly affected by lower life satisfaction.

There is ample evidence that individuals may suffer self-control problems with
television consumption. Some forty per cent of adults and seventy per cent of
teenagers in the United States admit that they watch too much TV. Short- and long-
term evaluations of TV consumption tend to diverge. Many people state that they do
not enjoy television in general, but consider the programmes they saw last night to
be pretty good.

Some individuals abstain fromwatching television totally, because they know that
they would otherwise not be able to control their viewing behaviour. They cancel
their subscription for cable TV to avoid “zapping” too much, lock their TV set away
in a cupboard, or place an uncomfortable chair in front of it.

People who watch less than half an hour of TV a day are more satisfied with their
lives than people who consume any other level of TV time. For those watching TV
for anything between half an hour and two and a half hours, average reported life
satisfaction is lower than in the group of people watching for less than half an hour.
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The negative effect is even larger for people watching for more than two and a half
hour a day.

These findings suggest that extensive TV watching makes people worse off,
because it indicates overconsumption due to a self-control problem and mispre-
diction of future costs.

The size of the effect of TV consumption on happiness can be compared to other
influences on happiness. For example, the difference in life satisfaction between those
watching more than two and a half hours and those watching less than half an hour is
more than one third of the difference in life satisfaction between people who are with
a partner and those without. The difference is about the same as that between people
with upper secondary education and those who only completed primary school or
the first stage of basic education.

Effects Differ Between Groups

The correlation between TV consumption and life satisfaction is estimated for the
whole population and thus represents an average effect of TV viewing across indi-
viduals. However, self-control problems in television consumption do not affect
everybody in the same way. It is most likely that some groups of people suffer higher
disutility from extensive TV consumption than others.

People who can use time more profitably when not watching TV are said to
have higher opportunity costs of time. This includes the self-employed, for instance
craftsmen, lawyers, architects, and artists. The same applies to individuals in high
positions such as managers, top bureaucrats, and politicians. These people can freely
transfer time from leisure to work. For these groups of individuals, the self-control
problem of watching too much TV generates considerable costs. Their happiness is
drastically lowered if they are unable to fully control themselves. In contrast, people
with a great deal of time available, such as the unemployed and the retired, suffer
little if any disutility when they fail to watch the amount of TV they would consider
optimal for themselves. TV consumption significantly lowers the life satisfaction of
individuals with high opportunity costs of time, while it has a smaller negative effect
on the life satisfaction of individuals with low opportunity costs of time.

The negative correlation of television consumption and subjective well-being has
been interpreted as over-consumption leading to a lower happiness level. However,
this correlation could well be the result of reverse causation: it is quite plausible that
unhappy people watch more TV than happy ones.
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Chapter 11
Happiness and Management

Abstract Happy people have higher intrinsic motivation to work, which raises their
productivity. Some firms exploit happiness to attract more customers. Such business
policy exploits happiness in an instrumental way; this flies in the face of true happi-
ness. In what kind of happiness can business organizations engage? A firm should
offer all its stakeholders the possibility to achieve happiness. Firms should create a
work atmosphere that supports employees’ autonomy and creativity and foster valu-
able social relationships. Individuals can then pursue their quest for happiness in the
way best for themselves.

Effects of Happiness on Business Activities

Life satisfaction has strong effects on activities and conditions relevant for business.
These are the most important impacts in this context:

• Happy people are more interested in the work they perform and are more engaged,
thus raising their productivity. In contrast, unhappy people do not like their work
and tend to be careless, which affects their work output negatively. These results
have been found in laboratory experiments that carefully control for other influ-
ences. In one experiment, some randomly chosen subjects’ happiness levels were
manipulated by showing them a cheerful picture, while those in the control group
were not. Treated subjects had twelve per cent greater productivity in a subsequent
piece-rate task compensated by money. They increased their output but not per-
piece quality of work. To check this effect, major unhappiness shocks experienced
in real life—bereavement and family illness—were analysed. The results confirm
those of the laboratory experiment.

• Happy people have higher intrinsic motivation to engage in work, appreciate more
autonomy, and are more creative, which again contributes to better work.

• People professing to have high life satisfaction are less affected by conta-
gious deceases and are healthier. Good health contributes substantially to more
effective work. Unhealthy workers impose substantial costs on firms even in
a well-developed social security system.
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• People satisfied with the life they lead are less inclined to engage in strikes, rebel-
lions, and outright civil war than are people who feel unhappy. Happiness tends to
deter crime. The absence of these disturbing political and social conditions helps
business to fulfil its role.

Instrumental Use of Happiness

Mostly in American firms, but also elsewhere, there is a trend to exploit happiness so
as to attract and retain more customers. In the United States, there is a consultancy
called Delivering Happiness; it has a Chief Happiness Officer (CHO), a global happi-
ness navigator, and a happiness alchemist. The idea is to induce employees to create
“happiness hygiene”. Employees are expected and strongly induced to smile as they
work and show other expressions of positive emotions. This tendency is especially
prominent in the service sector, whose importance in the economy has been rising
in recent decades. Accordingly, some firms make an effort to create happiness with
their staff by offering them courses on mindfulness and yoga lessons.

Such a business policy inwhich happiness is exploited in an instrumental way flies
in the face of happiness as used in the economic research discussed here. Subjective
well-being must reflect the unbiased and unconstrained feelings of a representative
selection of individuals. This is obviously not the case if employees are forced to
look and behave in a happy way. If the employee behind the counter in a McDonalds
shop appears to be happy when serving hamburgers, few customers believe that such
demeanour reflects a true feeling. Rather, most of them know that it is a marketing
technique and nothing more.

Various Forms of Happiness

But what about “true” happiness produced by business organizations? Here the ques-
tion arises what a “firm” means in this context. There are at least four possible ways
to answer this question:

• The happiness of managers. While this may in many cases be actual policy, it is
normatively unacceptable that only the well-being of the executives is considered.

• The happiness of the employees. Thiswould again be a completemisunderstanding
of the functionof afirm.Afirmshould certainly not exclusively care for employees’
well-being—though thismaybe true in reality in somecases—but it should provide
goods and services that the market demands.

• The happiness of the owners of firms. Again, this is a wrong target because divi-
dends and other streams of money compensate the owners of firms.

• The happiness of the stakeholders consisting of all the people that have relations
with the firm, including suppliers, customers, and other people affected in various
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ways by a firm, such as having to bear the burden of noise or environmental
exhausts.

Many people, including some scholars, would argue that maximizing the happiness
of stakeholders is desirable. However, more careful considerations suggest that this is
unwarranted. There are four major reasons why stakeholder happiness maximization
should not be attempted:

• The weighting given to the various groups is an arbitrary decision. Should the
happiness of barely affected suppliers have the same weight as that of full-time
employees who spend a considerable part of their lives within the firm?Depending
on what weights are chosen, any overall happiness measure can be constructed for
the firm as a whole.

• The executives of a firm can at best guess what makes their stakeholders happy,
but they do not really know. In any case, the respective persons know better, and
in a free society should have the right to decide for themselves rather than have
the decision made for them.

• When people are asked about their life satisfaction but know, or suspect, that it is
used to measure the happiness of a firm, they are likely to answer in a different
way than is the case under conditions where the respondents answer in a more
truthful way because their answers are not given instrumentally.

• Managers of firms whose happiness is to be evaluated can easily manipulate the
corresponding happiness index. They can simply delete answers reporting low
happiness, for instance by deleting those individuals from the vaguely defined
group of stakeholders. At the same time, they can increase the number of high
happiness answers, for instance by inducing and cajoling their employees to supply
such answers, or by hiring “very happy” people for low part-time jobs and only
for the period in which the surveys are undertaken.

Offering Possibilities for Happiness

These considerations suggest that it is a mistaken idea to try to maximize the happi-
ness of a firm. What a firm can and should do is to offer its stakeholders opportuni-
ties to achieve happiness. Most importantly, firms should create a work atmosphere
conducive to employee satisfaction, which should support their own thinking and
creativity and foster valuable social relationships. Bequeathing awards are a use-
ful procedure to support desirable behaviour. In addition, work should not be so
demanding and burdensome that employees are unable to enjoy their leisure time.
The income provided should be sufficient to lead a good life with respect to material
standards. The length of commuting time should be reduced as far as possible, for
example by offering more flexible work hours.

In addition, happiness research considers the general role of firms in society. They
should offer good value for money and should abstain from deceiving consumers by
providing false or misleading information. A notable recent case of this occurred in
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theGerman car industrywith respect to the environmental damage produced by diesel
engines. Such deception has direct consequences for people’s well-being: Empirical
research shows that inhabitants of Germany who suffered a reduction in air quality
through noxious emissions report a reduction in subjective life satisfaction.

Achieving these and other goals in the best possible way requires high managerial
capabilities, but itmeans that the individuals that have contactwith thefirmcanpursue
their quest for happiness in the way best for themselves.

Managers can benefit from the knowledge gained of the determinants and perhaps
even more of the consequences of subjective well-being. However, they should not
engage directly in trying to raise the happiness of their employees, suppliers, cus-
tomers, and other stakeholders. Rather, they should lay the ground for these people
to be able to reach happiness in the way they choose themselves.
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Chapter 12
Happiness and Religion

Abstract Modern happiness research makes it possible to empirically measure the
impact of religion on subjective well-being. There is a positive correlation between
religion and happiness, with a robust effect of churchgoing and Protestant confession,
while the results regarding internal religiosity or faith are more ambiguous.

Models of Religious Activity

Economic models seek to explain religious activity and individual choice of denom-
ination. Individuals are assumed to allocate time and goods between religious and
consumer goods in such a way as to maximize the sum of utility from the present
life and the afterlife. Through regular religious activities, a “religious asset” is accu-
mulated in the present life. The religious asset will be consumed in the afterlife,
with utility resulting from it. Calculating the opportunity cost of acquiring the reli-
gious asset can explain some of the existing empirical patterns. Thus, as women and
retired people receive lower incomes on average, they are more likely to spend time
in church, since their opportunity cost of going to church is smaller than for people
with higher income.

There are various payoffs to religious activities that individuals can earn in this life.
The benefits gained immediately and derived from religion include, among others,
a sense of purpose or meaning, group identity, and social support. There is also a
learning process that is related to religion. Individuals accumulate religious capital
by regularly exercising religious rites. In other words, they acquire human capital,
which enables them to execute religious activities more efficiently and at decreasing
costs. Higher human capital leads to higher benefits from religious activity. Religion
can be seen as a learning-by-doing process. The more experience one has, the less
demanding is themaintenance of faith; these individuals are said to enjoy a decreasing
marginal cost of faith. This dynamic helps to explain the greater religiosity of elderly
people. Religious human capital increases with age, leading to lower cost of faith
and a higher optimal level of faith.
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Types of Religiosity

Religion can be divided into internal and external religiosity. Internal religiosity or
faith is defined as belief in God and a trusting acceptance of God’s will. External
religiosity refers to all observable activities that are undertaken in a religious context,
most conspicuously when going to church. It is useful to distinguish between these
two dimensions, since subjectivewell-being can be affected by both or either of them,
and they might work in different ways. For example, it is not clear whether church
attendance increases subjectivewell-being by proximity toGod and the lessons learnt
during the service or because one has social contacts with other churchgoers.

Internal Religiosity: Faith

Researchers have established a positive relationship between faith and subjective
well-being: believing in God has a positive impact on global happiness, life satisfac-
tion, life excitement, and marital happiness. Religious people also suffer from fewer
negative psychological consequences of traumatic life events. It has even been found
that no other factor influences life satisfaction more than does religious belief.

Several reasons have been proposed to explain the clear positive connection
between faith and subjective well-being. Individuals may derive happiness from
a relationship with a supernatural being with whom they interact. In addition, belief
in God enables individuals to create a system of meaning and thus greater purpose in
life. Through religion, setbacks in life can be understood as part of a greater plan and
as a challenge. This explanation is supported by findings in psychology where the
handling of personal setbacks with faith, termed religious coping, has a significant
impact on well-being.

Internal religiosity or faith creates spillover effects to non-religious people. People
are more satisfied with their lives in more religious regions, and this holds both for
those who are religious and for those who are not.

The overwhelming evidence of a positive impact of internal religiosity on happi-
ness has to be interpreted cautiously: Most of the studies concentrate on the United
States, where more than ninety per cent of the population describe themselves as
religious and where religiosity plays a pronounced role even in modern life. Results
in less religious countries, such as Denmark or the Netherlands, do not show such
clear evidence of an effect of faith on happiness.

External Religiosity: Attending Church Service

Going to church and building social networkswithin one’s religious community plays
an important role for religious individuals. Studies have shown that the frequency
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of church attendance increases the probability of reporting greater happiness. It also
has a significant positive impact on marital happiness. Church attendance has a
higher impact on happiness than praying. Analogous to the spillover effect of internal
religiosity, church attendance also has positive spillovers on the well-being of others
at the aggregate level.

The impact of church services on well-being is related to the community life
they engender. Church life is an important factor in religion and its effect on sub-
jective well-being. It is not religious service attendance per se that has an impact
on well-being, but the number of friends in one’s congregation. Happiness derived
from religion is thus only partly caused by proximity to God; friends in the church
community are also responsible for the increase in happiness. People can gain greater
happiness by having a close network of friends without necessarily being religious.

Denomination

Happiness researchers have also investigated whether reported well-being differs
depending on one’s denomination. Such a hypothesis is justified given the differing
value systems and institutional structures of churches. Protestants have been found to
be happier than Catholics. This effect is explained by the organizational structure of
these denominations: Protestants derive greater well-being from a higher autonomy
in their belief, from their collective identity, and from better social integration. More-
over, Christians in general seem to have an advantage compared to other religions
in subjective well-being. The probability of being happier is considerably higher for
pious Christians than for Buddhists. However, some studies do not find any impact
of denomination on well-being in Europe.

Religiosity can also have an indirect effect on happiness. Most religious rules
promote a healthy lifestyle and communicate values and norms that facilitate and
strengthen social connections. Religious people also serve more often as volunteers,
which is associated with higher subjective well-being.

Effect Size

Going to church is positively correlated with subjective well-being in a statistically
significant way. This finding is in line with other findings that attribute the positive
correlation to the effects of social networks, social contact, and group identity. Com-
pared to other factors influencing happiness, this correlation is quite strong. Going
to church at least once a week substantially increases happiness. The effect on hap-
piness is of a similar magnitude as having a partner instead of being single. It is also
sizeable compared to the most important factor in happiness estimations, having a
job compared to being unemployed.
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Chapter 13
Happiness and War

Abstract A crucial question of happiness research is how people who died in mili-
tary conflicts should be treated. The present procedure of surveying the living does
not consider the potential future happiness of the deceased. Alternatively, the well-
being lost by the people who died in a war can be calculated. There are some benefits
of war to individuals such as feelings of solidarity, mutual support, and national
pride, as well as “combat flow”. There may also be an “afterglow” that glorifies the
combat experience. Research results indicate a substantial loss in well-being due to
terrorist incidents.

Fundamentals

One of the great open questions in well-being research is how people’s well-being
is affected by military and social conflict. The readers may be surprised that this is
even considered an issue at all. It may appear completely obvious that wars make
people drastically unhappy. However, such a conclusion is less straightforward than
appears at first sight.

A major problem to be considered is how people who die in war should be treated
in empirical happiness research. There are, of course, other reasons for death, such
as malnutrition, natural disasters, and crime, to which similar issues apply as those
considered here. One related issue arises when part of the population of a country is
deported and is then no longer counted among the inhabitants. This was the case, for
instance, in the Kingdom of Bhutan, which substituted Gross National Product with
Gross National Happiness. However, it evicted a considerable number of inhabitants
of Nepalese ethnicity from its territory, an aspect disregarded in the calculations of
Gross National Happiness.

This chapter focuses on the deadly effects of wars to highlight the fundamen-
tal issues at stake. The basic problem can best be understood by considering the
following cases.
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• A person, take a male soldier, is badly wounded during a war. His happiness will
therefore strongly decrease. He may recover after some time but will not reach
the same level of well-being previously enjoyed. Even if his recovery is full, there
is still a period in which the person experiences a drastic loss of well-being. The
happiness indicator for that particular country is therefore lower than it would be
without this war incident.

• Compare the situation of the wounded soldier to another person, say a female
civilian, who dies during a war. She disappears from the living and cannot be
asked about her level of life satisfaction. Her happiness is totally neglected, even
though the fate of dying is in most cases worse than surviving, even if gravely
wounded. The deceased person does not directly lower the aggregate happiness
indicator of the country, because she is not counted. However, there can be an
indirect effect due to the mourning of relatives and friends.

The difference made in the calculation of happiness between the two situations is
striking: the worse situation, that of a person dying, is reflected by a higher aggregate
happiness indicator than the relatively better situation in which the person survives.

How can this problem be solved? Two solutions come to mind. The first endeav-
ours to calculate the happiness lost by the influence of the war. The second seeks to
solve the dilemma by definition, by excluding the dead. Only the happiness of the
living is counted.

The research results discussed here are revealing but incomplete: little systematic
and empirically compelling evidence is available on how military conflict affects
individual well-being. Happiness researchers are reluctant to deal with the effect of
war activities on happiness for several reasons. Firstly, there is a serious data problem.
Normally, no surveys are undertaken in times ofwar to capture how happy or satisfied
people are with their lives. Secondly, there are many types of military conflicts with
many different outcomes. Thirdly, there are also many indirect consequences of
wars. For example, during military conflicts the health condition of the population
decreases, lowering its aggregate well-being. The influenza epidemic that broke out
during and after the First World War killed more people than perished in combat in
that war. Finally, democratic rights in wars are usually curtailed, and authoritarian
decision-makers take over. While failing democracy is known to reduce happiness,
it may be argued that the conditions in war differ from periods of peace. Even well-
established democracies often resort to more authoritarian rules in times of war.

Causality may not only run from war events to well-being, but also from well-
being to war events if, for example, unhappy individuals are more inclined to support
conflict resolution by military means. The strength of the two directions of causality
can only be isolated if good data (in particular panel data) are available, which is not
generally the case for military conflicts and well-being.
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The Well-Being Lost by the Dead

The well-being a person would have enjoyed had he or she survived a military con-
flict can be calculated from econometric estimates of individual happiness. These
show the determinants of individual life satisfaction. The accumulated happiness that
would have been achieved on average over the remaining expected life years can be
calculated for each person killed in a war. This procedure assumes that the determi-
nants of individual happiness are known and understood. Moreover, it assumes that
the relationship between the determining factors and happiness in the future remains
the same as it was in the estimation period of the past.

This approach is possible, but it is difficult to implement. First, the future happi-
ness of a person is estimated, based on characteristics such as age, socio-economic
background, education, health, expected income, and length of life. Second, these
characteristics have to be associatedwith the personswho died inwar. This procedure
can result in major errors. In particular, if the dead have characteristics not included
in the estimation of happiness in the first step, the estimates may be seriously biased.
For example, it may well be that young soldiers killed on the battlefield are more
optimistic and idealistic than average. As these characteristics are positively related
to happiness, a standard empirical approach would systematically underestimate the
future happiness lost. Military conflict would then appear to be less damaging to
happiness than it is in reality. In contrast, if mainly pessimistic and materialistic
persons die during wars, the future well-being lost by the dead is overestimated by
the econometric estimate of happiness.

It should be noted that an aggregate happiness indicator that includes the well-
being lost by those killed is no longer related to the population living. The more
people that die during a war, the more strongly a country’s happiness indicator is
purely the effect of calculation rather than of direct observation via representative
surveys. Moreover, estimates of happiness tend to lack credibility when the data
basis, the living population, is small relative to the number of people killed inmilitary
conflict. The estimates of happiness may deviate strongly from what is relevant for
the dead, so the calculation of the well-being lost by the dead is unreliable.

Calculating happiness on the basis of econometric estimates faces an additional
problem. Such calculations offer a particularly wide scope for governments to influ-
ence the happiness indicator in their favour. A malevolent government may even
engage in a military conflict with the aim of getting rid of the unhappy part of their
population. The happiness indicator would thus rise, and based on the happiness
indicator, the government could claim that it had improved the well-being of its
population.
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Disregarding the Well-Being of the Dead by Definition

Instead of trying to calculate thewell-being lost by the victims ofwar, theirwell-being
can be excluded from the happiness count by assuming that a country’s happiness
indicator refers only to the living. If the dead had the same happiness level on average
as the rest of the population, it would not matter for average well-being if the dead are
disregarded. But this assumption is dubious; the deadmaywell have been individuals
with a particularly high or low future happiness potential. In that case, the negative
effect on happiness of military conflict is under- or overestimated, respectively.

Taking into account the grief, suffering, and mourning of parents, children, other
relatives, and friends of the deceased can capture one part of the unhappiness created
bywar. Empirical research suggests that the psychological costs of losing a relative or
friend are substantial. The largest emotional loss occurs from the death of a spouse;
the second-worst loss comes from the death of a child; and the third-worst arises
from the death of a parent. The grief continues for many years. It may well be that
grief about a departed person is immense to others but that the individual in question
wanted to die because he or she did not expect any happiness in the future.

These empirical results refer to the loss of people under peaceful conditions in
present-day developed economies. It can only be speculated how much a person
killed is mourned in times of war. A soldier killed may have yearned for a long
and happy life but his relatives and friends do not mourn his death because they
believe that the death was in favour of a “good” or even “holy” cause. Others may
even rejoice and increase their level of happiness about what they consider to be a
“martyr”. In this case, war raises happiness rather than reducing it.

Amajor result of empirical happiness research is that people adjust to good andbad
experiences. There is a tendency to return to a “set point” of happiness determined
by genetic factors. The speed and extent of adjustment varies between areas and
individuals. The question is whether people are able to adjust to war experiences.
The finding that the change in the number of victims, rather than their absolute
number, reduces well-being in civil wars suggests that people adjust to the horrors of
war to some extent. The experience that many people die in wars may make the fact
that one’s son, husband, father, other relative, or acquaintance has diedmore bearable.
But should this adaptation to such terrible conditions be considered a reduction of
unhappiness? Should we take war to be less brutal and devastating just because
people get used to it? It seems that few people would wish to accept a military
conflict knowing that they would become accustomed to the immense sufferings
it would entail. However, to ignore the process of adaptation is not a convincing
solution either, because it conflicts with empirical observations.
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The Case of Terrorism

Terrorism is a special type ofwar inwhich the civil population is targeted and the goal
is to create havoc and produce fear. Estimating the happiness of countries affected by
terrorism reveals that more intense terrorist activity in terms of the number of attacks
and of victims more severely reduces the life satisfaction of the population. For
Northern Ireland, the well-being cost from one additional terror victim is equivalent
to about 0.6 per cent of income.

The attacks of 9/11 revealed to have produced large psychological cost, which
may substantially exceed the physical harm. The reason is that fear constitutes a
significant part of the risks of terrorism. Surveys of random samples of the general
population have found that people would be willing to pay nearly twice as much for a
reduction in deaths from terrorism as theywould for an equivalent reduction in deaths
from natural disasters. The effect of a terrorist attack also reduces individual well-
being beyond the country attacked. Themental distress produced in the population of
the United Kingdom is roughly thirty per cent of the negative impact of widowhood,
and almost twenty per cent of becoming unemployed.

A study of civil wars was conducted comprising 44 countries around the year 2000
and based on average happiness by country from representative surveys. Its findings
suggest that military conflicts significantly and strongly reduce the well-being of the
population. The direct effects of suffering, fear, and agony are larger than the indirect
effects due to reductions in income caused by civil wars. The evidence on aggregate
happiness in the various countries presented in Chap. 2 supports this finding. Nations
such as Ukraine, Afghanistan, Yemen, and South Sudan, which are all involved in
civil unrest and international wars, are among the countries with the lowest happiness
levels in the world.

Military Conflict May Raise Happiness

Some people experience war as energizing and even addictive. The concept of “en-
nobling” war has been cherished in many cultures, for instance among classical
Greek soldiers, medieval knights in Europe, and samurais in Japan. Many military
conflicts have been termed “good” wars because they were proclaimed to serve a
desirable goal. This holds not only for “holy” wars by Christian crusaders and the
Jihad by Muslims but also for revolutionary wars in America and Europe, the two
WorldWars, and the wars in Vietnam, Iraq, and Afghanistan. People fighting in these
wars, and civilians affected by it, may convert the costs of war into psychological
benefits—a rather surprising turn-around.

Persons who have experienced war often refer to a feeling of happiness that
arises from the solidarity war engenders, and even more importantly from a sense of
common effort and shared purpose. War provides a purpose in life that is otherwise
missing for a significant number of people. As a result, war is experienced by these
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people as a relief. Duringwars the number of suicides diminishes because themilitary
conflict overrides personal problems.

Another reason why war experiences can in retrospect appear to be positive may
be what could be called “afterglow”. After terrible events, people are glad to have
survived. They then begin to reconstruct their past in a positive light and look at it
as a great experience. This is a very special form of remembering.

It may be hypothesized that the type of military conflict and the expectations
about its outcome may also influence how happiness is affected. When young men
are drafted compulsorily, the conflictmay be experienced as positive as long as people
expect to be on the winning side. But as soon as this expectation turns negative, the
casualties and other burdens of war are likely to be felt in a much more negative way.
These effects are mitigated in the case of professional soldiers, provided they bear
the brunt of the conflict. They are mitigated even more if foreign mercenaries are
used.

War also raises happiness by producing short-run “combat flow”. Such an effect
is sometimes reported for combat situations, in which it contributes to both the well-
being and the effectiveness of soldiers. Addiction to the experience of combat flow
has been documented for the Vietnam War, but there is also evidence going back to
Homeric Greece and Medieval Europe. Noted authors, such as Tolstoy in War and
Peace (1865–68) for the Napoleonic period and Jünger in his book In Stahlgewittern
(1920) for World War I, extensively report instances of combat flow. In the dreadful
battles of the First World War, “trench humour” was sometimes observed, and some
authors go so far as to speak of a “lovely war”. Soldiers experienced satisfaction in
killing, supporting the notion of “combat flow”.

These forms of happiness in war could be dismissed as inappropriate for moral
reasons and disregarded completely. Scholars such as John Harsanyi, Amartya Sen,
and earlier John Stuart Mill argue that “sadistic and malicious” pleasures need to be
excluded from the social welfare function. It would indeed be dangerous to justify
any war by the fact that it was waged by an army of happy soldiers high on combat
flow. Such a view is in line with much of classical Greek philosophy; for instance,
Epicurus argued that theremay be combat flowbut that it always has to be subordinate
to the greater goal of achieving peace. Similar ideas can be attributed to Socrates,
Plato and Aristotle with their notion of eudaimonia (see Chap. 2).

However, totally neglecting these forms of happiness because they are unethical
is somewhat drastic. To do so is to disregard empirically well-documented feelings
of happiness in and after conflict. Positively valued experiences such as shared pur-
pose, solidarity, trust, friendship, and national pride should not be ignored. But it is
important to differentiate immediate pleasures such as combat flow from the sum-
mum bonum, or supreme good, of real happiness. Subjective feelings are not always
a good indicator of what can be taken to be “true” happiness.

https://doi.org/10.1007/978-3-319-75807-7_2
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Psychological Costs of Military Combat

While combat flow raises the well-being of the soldiers experiencing it in the short
run, there is strong evidence that military service in combat strongly reduces the
long-run well-being even of the soldiers who survive. Many soldiers are affected
by post-traumatic stress disorder, which manifests itself in higher rates of crime,
violence, and suicide and in a greater take-up of disability benefits among veterans.
Survey evidence of soldiers who served in combat zones finds that one quarter of
active soldiers returning from service in Iraq and Afghanistan experience lower well-
being and suffer from depression, drug and alcohol dependency, homelessness, and
suicidal thoughts.

So far, most of these studies have been descriptive. Most of them compare experi-
ences in war to a civilian comparison group, which may have quite different underly-
ing levels of subjective individual well-being. It may be that individuals who engage
in war are less happy than those who stay out of it. There is thus a causality prob-
lem: Does warmake participants unhappy, or do unhappy people engage in war? This
question can be approached by considering the draft lotteries used in theUnited States
for World War II, the Korean War, and the VietnamWar. The individuals drafted are
a random choice, so both happy and unhappy people were drafted. Interestingly, the
studies overcoming the causality problem come to the same result as the descriptive
studies: draft exposure tends to affect health adversely, and there is an increased risk
of suicide, automobile accidents, and mortality due to military-induced smoking. A
refined study for the United States and the wars in Iraq and Afghanistan controlled
for the mental health of soldiers prior to deployment and exploited also the variation
in exposure to combat. It finds that combat service raises the risk of suicide and
post-traumatic stress disorder. Mental health problems occur in particular if a person
was exposed to frequent enemy fire, was injured, or observed the death or wounding
of a comrade or non-combatant.

Concluding Remarks

It may be argued that the conception of life satisfaction or happiness used in econo-
metric studies, as a simple sensation composed of variations along a unique quanti-
tative dimension, is faulty. Psychologists and economists have borrowed the concept
from Jeremy Bentham, but such philosophers as Plato, Aristotle, and James Stuart
Mill employ a much richer idea called eudaimonia. It refers to a broad and multidi-
mensional concept of human flourishing rather than a simple “hedonic flow”. While
this criticism must be taken seriously, the advantages of a unidimensional scale of
subjective individual well-being should not be overlooked. Such a scale correlates
highly with objective indicators such as positively with laughing, optimism, and
social integration, and negatively with suicide. These uni-dimensional estimates of
happiness provide us with useful insights about the determinants of happiness. This
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can also be expected to be the case if military conflicts are more extensively studied
among the determinants of subjective well-being.

The discussion reveals that analysing the effect of war on happiness elicits deep
issues going far beyond one particular academic discipline, in particular far beyond
economics. Only serious interdisciplinary exchange and discussion can help us
resolve these issues. The basic questions, of course, have a long history. They appear
in a particularly striking way when studying how war affects happiness. What is new
is the emphasis on empirical evidence—an aspect generally absent in philosophical
discourse on the theme. Looking at the effects of military conflict on individual well-
being by econometrically analysing data may help us to reconsider some aspects
and to see them in a new light. It may also contribute to better understanding what
“subjective well-being” or “happiness” means under the particular conditions of
wartime.
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Chapter 14
Happiness in the Digital World

Abstract Spending a large number of hours on the Internet has positive and negative
effects on subjective well-being. Social network users tend to compare their income
to those with whom they interact, leading to less satisfaction with their own income.
People with a strong inclination to be “liked” on Facebook are less satisfied with the
life they lead and feel lonelier. Hours spent on online social networks are negatively
correlated with happiness. The overall consequences on subjective well-being of
these far-reaching digital developments are yet unknown.

Internet Use

Many people all over the world have access to the Internet and spend a large number
of hours with it. Its effects on subjective well-being are divergent. Some studies find
positive effects on individuals’ social interactions; they visit theatres, opera, and art
exhibitions and meet relatives, friends, and acquaintances more often. Based on an
aggregate index of digitization taking into account aspects such as ubiquity, price,
reliability and speed it has been claimed that a higher level of this index is associated
with higher life satisfaction. But this only holds once a certain level of digitization
has been reached.

On the other hand, trust in other people seems to be reduced, which hampers hap-
piness. One reason is that the Internet reduces self-regulation and self-awareness,
which increases aggressive and offensive behaviours in face-to-face interactions.
People who regularly visit the Internet as a source of information derive lower sat-
isfaction from their income. This effect can be attributed to reducing people’s life
satisfaction when they compare their own income with that of other people.

The use of social network sites has strongly increased over the last decade. Face-
book is by far the most popular online social network and is used by no less than
seventy-one per cent of US Americans. Multi-platform use is as well increasing
markedly. Social network users aremore likely to compare their income to those with
whom they interact, leading to less satisfaction with their own income. In addition,
self-esteem is hampered. People with a strong inclination to be “liked” on Facebook
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are less satisfied with the life they lead. Empirical evidence points to a negative asso-
ciation between the hours spent on an online social network and happiness; users
indeed feel lonelier.

The digital world has also led to mass surveillance of everyone, not only actual or
suspected terrorists. The secret services ofmany countries, in particular theAmerican
CIA, FBI, NSA and others, have spent billions of dollars to infiltrate our computers,
smart phones, TVs and cars on a regular basis. The large digital firms located in the
Silicon Valley—Google, Facebook, Twitter, Amazon, Microsoft and Apple—each
day syphon off terabytes of data from ordinary consumers and users of the Internet.
Indeed, most people have a “digital double”, a black box fed with our personal data
but without our permission.

Social bots, or robotic bloggers, influence and distort our views about consumer
goods and services and politics in a much stronger way than propaganda and cen-
sorship did in the past. Digital technology threatens democracy, which many techies
consider to be outmoded, and tends to replace it by a data-driven benevolent dictator-
ship. The most extreme development has occurred in the People’s Republic of China.
The “citizen score” reduces all the data collected about a person to a single number
summarizing your activities as employee, in your leisure time, on social networks,
and above all as a citizen. For instance, a person who reads negative reports about
the Chinese government or who has friends of friends that criticize the government
will lose points on his or her citizen score. This negatively affects the jobs offered,
raises the interest rate for loans, and makes it more difficult to travel outside China.
This neo-feudal society has not yet fully reached democratic societies. However,
the “credit scores” collected in the United States and elsewhere are to some extent
similar, as they determine not only opportunities in the financial sector but go far
beyond. The consequences for subjective well-being of these far-reaching digital
developments are yet unknown. Many people are only partly or not at all aware of
the restriction of their personal freedom and thus of their happiness. This influence
may so far have been neglected and therefore be underestimated.
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Chapter 15
Beyond Material Aspects

Abstract These are the most important insights of modern happiness research:
People with higher income are happier, but this effect becomes weaker and weaker
as income rises. Good social relationships, physical and psychological health,
and democracy as well as decentralized political decision-making raise happiness.
Several insights of happiness research are inconsistentwith humanbeings being ratio-
nal and egotistic: Unemployed people are much less satisfied with their lives even
though they have more leisure time. Self-employed people work harder, but thanks
to higher autonomy report being happier. People who care for others by donating
money and engaging in voluntary work are happier. Human well-being is no longer
intimately connected with the provision of material goods. Material aspects are not
to be neglected, but self-determined work is of crucial importance for happiness.

Expected and Unexpected Insights

Happiness research in recent years has accumulated fascinating and important results.
Among the most important are:

• People with higher income consider themselves to be happier than people with
lower income; they enjoy ahigher level of life satisfaction.But higher income raises
happiness less and less. Human beings quite rapidly adjust to higher income. In
addition, they compare themselves mostly with higher income people, a tendency
that reduces the happiness level.

• One of the most important factors conducive to happiness is good social relation-
ships. People who have close friends and engage in intensive family relationships
are more satisfied with their lives than are more isolated people.

• Good physical and psychological health are major contributors to happiness. The
reverse also holds: Happy people are less affected by contagious diseases.

• People who enjoy the privilege of living in a democracy and with decentralized
political decision-making report that they are happier.

Some of these results fromwell-being research do not necessarily correspond to com-
mon sense. Thus, it is often taken as obvious that people in less developed countries
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are happier than those in nations with a higher per-capita income. However, empir-
ical research using many different happiness data convincingly demonstrates that
living in an economically more advanced country contributes strongly to subjective
well-being. With higher income, one is to some extent protected against the troubles
of ordinary life. People are not constantly forced to think about how to survive, or
even to find sufficient money to buy food, let alone larger expenditures such as for
household appliances.

Some important insights of happiness research are inconsistent with the idea of
human beings who are solely governed by rationality and egoism. Three results
illustrate this conclusion.

• Unemployed people are much less satisfied with their lives than those working.
This finding applies even if the unemployed to not suffer a reduction in their
income. In principle, the unemployed should therefore be happier as they do not
have to work but have more leisure time.

• Self-employed people work more hours and do so more intensively than people
employed in firms and other organizations. Moreover they have lower average
income and have to cope with higher risk. Nevertheless, the self-employed report
that they are happier because they enjoy more autonomy.

• People who donate money and engage in voluntary work are happier than those
who care less for other people or have fewer opportunities to do so.

For a long time, human welfare was dominated by economic activities. Past genera-
tions were in this respect much worse off than the present generation. Gross national
income as the measure of the extent of economic activities was more closely related
to life satisfaction up to recent times than it is today. This close correlation is still
true for poor countries.

Recently human well-being is no longer so intimately connected with the pro-
vision of material goods. Other aspects of life have become more important. Mod-
ern happiness research in economics and psychology empirically shows that while
material aspects are not to be neglected, self-determinedwork characterized by auton-
omy and participation rights and intensive social contacts are of crucial importance
for happiness.

A reasonable economic and social policy must take these fundamental changes
into account. But government policy should not try to directly determine people’s
happiness. This should be done in an indirect way so that individuals can achieve
happiness in their own ways. The constitutional level, where the fundamental rules
of human interaction are determined, should open the road to more democratic par-
ticipation rights, in particular through popular initiatives and referendums. Political
decisions should be taken at a decentralized level, as close as possible to the citizens
affected. In current politico-economic decisions, human beings should be given a
greater scope to attain their own idea of happiness.
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