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Foreword

Why Measure Happiness?



It is the ultimate goal

• (as opposed to all 

the other –

intermediate- goals)



Governements care about it

“… the gross national product […] measures everything

in short, except that which makes life worthwhile … ”

George Kennedy, University of Kansas,

March 18, 1968.

‹#›

Robert F Kennedy said it best......in 1968

Speech on Gross National Product

University of Kansas, Lawrence, Kansas,
March 18, 1968.

... it measures neither our wit nor our
courage, neither our wisdom nor our learning,
neither our compassion nor our devotion to
our country, it measures everything in short,
except that which makes life worthwhile.
 
And it can tell us everything about America
except why we are proud that we are
Americans.

Click the picture to
hear the speech

• Government measurement initiatives:

• UK Well-being program

• New-Zeeland: Well-Being Budget 

• OECD : Better Life Index

• United Nations: Human Development Index



People write about it

Source: Ngram (Google’s corpus of books)



People write about it since the 18th century

Source: Ngram (Google’s corpus of books)



Metrics of Subjective Well-Being

• Life satisfaction: “All things considered, how satisfied are 

you with your life as a whole nowadays?” (0 - 10 scale)

• Happiness: “Taking all things together, how happy would you say you 

are?” (0 “Extremely Unhappy” -10 “Extremely Happy”). 

• Positive and negative emotions yesterday: laughter, enjoyment, and 

learning or doing something interesting / worry, sadness, and anger

• Meaning: “Overall, to what extent to you feel the things you do in your 

life are worthwhile?”



I. What (measurable things) makes 

people happy?



Main lessons from the World Happiness 

Report (WHR)   and Research

• WHR since 2012

o Columbia University, London School of Economics, and CIFAR

(the Canadian Institute for Advanced Research)

• Source: the Gallup World Poll (yearly since 2005).



WHR: What explains cross-country differences in 
happiness?

• 1) Social support (30%)
o “If you were in trouble, do you have relatives or friends you can 

count on to help you whenever you need them, or not?”
• 2) GDP per capita (26%) 
• 3) Healthy life expectancy (19%)

o from the World Health Organization 
• 4) Freedom (13%)

o “Are you satisfied or dissatisfied with your freedom to choose what 
you do with your life?”

• 5) Generosity (7%) 
o “Have you donated money to a charity in the past month?”

• 6) Governance (non-corruption) (4%)
o “Is corruption widespread throughout the government in this country 

or not?” and “Is corruption widespread within businesses in this 
country or not?” 



WHR 2023

World Happiness Report 2022

19

105. Georgia (4.973)

106. Gabon (4.958)

107. Iraq (4.941)

108. Venezuela (4.925)

109. Guinea (4.891)

110. Iran (4.888)

111. Ghana (4.872)

112. Turkey (4.744)

113. Burkina Faso (4.670)

114. Cambodia (4.640)

115. Benin (4.623)

116. Comoros* (4.609)

117. Uganda (4.603)

118. Nigeria (4.552)

119. Kenya (4.543)

120. Tunisia (4.516)

121. Pakistan (4.516)

122. Palestinian Territories* (4.483)

123. Mali (4.479)

124. Namibia (4.459)

125. Eswatini, Kingdom of* (4.396)

126. Myanmar (4.394)

127. Sri Lanka (4.362)

128. Madagascar* (4.339)

129. Egypt (4.288)

130. Chad* (4.251)

131. Ethiopia (4.241)

132. Yemen* (4.197)

133. Mauritania* (4.153)

134. Jordan (4.152)

135. Togo (4.112)

136. India (3.777)

137. Zambia (3.760)

138. Malawi (3.750)

139. Tanzania (3.702)

140. Sierra Leone (3.574)

141. Lesotho* (3.512)

142. Botswana* (3.471)

143. Rwanda* (3.268)

144. Zimbabwe (2.995)

145. Lebanon (2.955)

146. Afghanistan (2.404)

Note: Those with a * do not have survey 

information in 2020 or 2021. Their averages 

are based on the 2019 survey.

  Explained by: GDP per capita

  Explained by: social support

  Explained by: healthy life expectancy

  Explained by: freedom to make life choices

 Explained by: generosity 

  Explained by: perceptions of corruption

  Dystopia (1.83) + residual

  95% confidence interval
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Figure 2.1: Ranking of happiness 2019-2021 (Part 3)
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Figure 2.1: Ranking of Happiness based on a three-year-average 2020–2022 (Part 1)
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  Average Life Evaluation

  95% confidence interval

Notes: Those with a * do not have survey information in 2022. Their averages are based on the 2020 and 2021 surveys.
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Other Macro Factors

• Trust and social capital

• Inequality and social mobility 

• Environment

• Cultural differences



culturally and historically similar Latin American countries have a higher subjective well-being than
other countries with comparable levels of economic development. (This chart plots self-reported life
satisfaction as measured in the 10-point Cantril ladder in the vertical axis, against GDP per capita in
the horizontal axis).

Latin America is not a special case in this respect. Ex-communist countries, for example, tend to have
lower subjective well-being than other countries with comparable characteristics and levels of
economic development.

Academic studies in positive psychology discuss other patterns. Diener and Suh (2002) write: "In
recent years cultural differences in subjective well-being have been explored, with a realization that
there are profound differences in what makes people happy. Self-esteem, for example, is less strongly
associated with life satisfaction, and extraversion is less strongly associated with pleasant affect in
collectivist cultures than in individualist cultures".

To our knowledge, there are no rigorous studies exploring the causal mechanisms linking culture and
happiness. However, it seems natural to expect that cultural factors shape the way people collectively
understand happiness and the meaning of life.

The relationship between sense of freedom and life satisfaction

A particular channel through which social environment may affect happiness is freedom: the society
we live in may crucially affect the availability of options that we have to shape our own life.

20

Cultural Differences



The Case of Governance
(WHR 2023- chapter 3 -Well-being and State Effectiveness, Besley & Persson )

• State effectiveness. State capacity: 

o Fiscal capacity : levy taxes to finance to finance 

universal public goods

o Collective capacity:  à deliver public services. Avoid

civil war and repression, establish peace and justice

o Legal capacity: impose rule of law

à Index of Pillars of prosperity correlated with happpiness



Other Individual Factors

• Jobs 

• Autonomy, control

• Prospects for progression

• Meaning



II. Growth without Happiness?



The Easterlin paradox: stylized facts

• Paradoxical relationship between income growth and 
subjective happiness:

o Within country

o Across countries

o Over time in the short run

o Over time in the long run



The relationship between income and subjective well-being

Across countries

Over time in the short 
run Over time in the long 

run

Within country
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1) In a given country, richer individuals are 
happier and more satisfied with their livesThe resulting connected scatter plot may be messy, resembling a 'spaghetti' chart, but it is helpful to

confirm the overall pattern: despite kinks here and there, lines are by and large upward sloping.

A snapshot of the correlation between income and happiness—between and within
countries

Do income and happiness tend to go together? The visualization below shows that the answer to this
question is yes, both within and across countries.

It may take a minute to wrap your head around this visualization, but once you do, you can see that it
handily condenses the key information from the previous three charts into one.

To show the income-happiness correlation across countries, the chart below plots the relationship
between self-reported life satisfaction on the vertical axis and GDP per capita on the horizontal axis.
Each country is an arrow on the grid, and the location of the arrow tells us the corresponding
combination of average income and average happiness.

To show the income-happiness correlation within countries, each arrow has a slope corresponding to
the correlation between household incomes and self-reported life satisfaction within that country. In
other words: the slope of the arrow shows how strong the relationship between income and life
satisfaction is within that country. (This chart gives you a visual example of how the arrows were
constructed for each country). 9



2) People are happier and more satisfied 
with their lives in higher-income countries



3) Happiness is very sensitive to the 
business cycle

Angus Deaton 
(PNAS, 2011)

The Financial Crisis 
and the Well-Being of 

Americans



4) But in average, on the long run, people do 
not become happier over time, when national 

income increases
Happiness and Real GDP per Capita, United States, 1972-2002 (Easterlin and Angelescu, 2007)



III. Possible explanations

24



1) Loss-Aversion

25

Figure 2: Theoretical representation of the asymmetric experience of positive and negative
growth over the business cycle
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and the long-run stagnation of aggregate happiness over multiple business cycles. A bet-

ter understanding of this dynamic has macroeconomic policy implications and addresses a

long-standing debate. On the one hand, a possible reading of the income-happiness paradox

suggests that further growth in the developed world is a futile means to the end of improving

societal well-being. On the other hand, researchers who find evidence of a positive relationship

between well-being and GDP typically take from this that further economic growth is good

for society. Our findings suggest a more nuanced perspective: policy designed to engineer

economic “booms”, but that risks even relatively short “busts” is unlikely to improve soci-

etal well-being in the long-run. Steady positive growth that minimizes the risk of economic

contraction seems the most likely route to an improvement in general well-being.

Further limitations

Estimates across datasets as diverse as the three employed in this paper should be com-

pared with caution. On the one hand, there are conceptual di↵erences among the well-being

questions used across the three surveys. While the Eurobarometer and BRFSS data include

a life satisfaction question, the Gallup surveys use Cantril’s ladder, responses to which are

anchored to the respondent’s own reference point of their ‘best possible life’. Discrepancies

between these two types of evaluative questions have been documented (Bjornskov, 2010).

Furthermore, self-reported measures are susceptible to mode of interview, with higher levels
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Leyden school (van Praag, Kapteyn, 1970)

ü “Minimum income question”: “What household income per month
would you consider an absolute minimum in order to make ends meet
and without running into debt even if you reduce your needs to a
minimum? (We do not only mean housekeeping allowance but all
essentials, including insurance, rent, taxes and so on).”

à A $1 increase in household income leads to a 60 cents increase

(within about 2 years) in the income that individuals consider to be ‘a

minimum.

ü Hence, 60% of the welfare effect of income is dissipated ex post by 

adaptation and higher aspirations of agents.

2) Adaptation



Adaptation
• “Material aspirations increase commensurately with income, and as a

result, one gets no nearer to or farther away from the attainment of

one’s material goals, and well-being is unchanged” (Easterlin, 2003).

• “People […] project current aspirations to be the same throughout the

life cycle, while income grows. But since aspirations actually grow

along with income, experienced happiness is systematically different

from projected happiness.

• Consequently, choices turn out to be based on false expectations”.

Easterlin (2001, 2003).



3) Comparisons

• People care only about relative income, not the absolute 

level of income.

• (Also true for many dimensions of life, not only income)

• Prospect theory (Kahneman and Tversky)
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So, let’s de-grow?



De-growth without Misery?

• Hypothesis: if economic growth does not make people 

happy, degrowth should not make them unhappy

• Ecological constraint: stop global heating

o à Degrow or develop green technology



Adapting to Climate Change

• Strong negative impacts of the current upsurge of 

inflation on people's subjective well-being. 

o The loss of purchasing power

o Rise in the price of energy = mega carbon tax. 

• Prefiguration of what fighting climate change will do to 

well-being if it implies an attack on our living standard. 



Adapting to Climate Change

• Or… the fight against climate change may also trigger a 

new cluster of innovations that would sustain a new 

cycle of growth. 

o green energy, electricity connection, hydrogen, etcetera. 

• This would not lead to a reduction in living standard, but 

on the contrary, on a new growth cycle.



Adapting to Climate Change

• Let's consider the pessimistic scenario 

o Green technology innovations too slow 

o societies have to cut down on their production and consumption 

in order to reduce carbon emission.



De-Growth without Misery?
• Adaptation => one time shock

• Comparisons => de-growth for whom? 

• Absolute versus relative 
o it is still controversial how much the happiness effect of growth is purely due 

to relative concerns or adaptation. If you think about life expectancy, child 

mortality or health- all things that we care about, they are super correlated 

with GDP per capita. 

• Voluntary sobriety
o people who change their mobility or eating habits are more satisfied with 

their life

• Taste for progression versus degrowth
o Role of future prospects, expectations and hope. Innate taste for improving 



Consumption versus Consumerism

• Utility (consumption, leisure)

o Consumption = purchasing power d'achat, power of command on good
and services, power of choice. Feeling of existing.

o Consumption = comfort. One of the ingredient of happiness (comfort
and excitement)

• Consumerism= way of life whereby we derive a very large part of our
pleasure from market consumption, with fast consumption, fast rate of
replacement of all goods and appliances, a culture of throwing things away
instead of repairing them, rapid obsolescence

o Throw things away instead of repairing them



Growth without Consumerism

• Moving away from consumerism

• Substitute Investissement goods to standard consumer
goods.

o Standard consumer goods = subject to adaptation : time and
quantity reduce pleasure. Decreasing marginal utility of consumption.

o Investment goods: time and quantity increase pleasure. Positive
addictions.

• Require initial investment in the form of training, learning, creating
habits like playing music.

• Self-reinforcing, positive emotions of investment goods.



Consumption versus Consumerism

• Utility (consumption, leisure)

o The importance of time-use

o Think about commodities = time + market goods instead
of goods versus leisure (Gary Becker)

o Consider time use as a source of utility per se

• For example: taste for diversity

o What to do with one’s time? Does AI save us some time for
a better use?



Conclusion

• Change the nature of growth

• Because of ecological constraint

• In order to be happier

• Decarbonize happiness and consumption


