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Happiness, life satisfaction or subjective well-be-
ing. All of them elusive concepts that have been 
strongly related to the quality of life. Since the 
70’s, there has been an acknowledgment that life 
satisfaction goes beyond a personal sphere. The 
growing literature on life satisfaction - that is 
feed from a broad scope of disciplines- has large-
ly established that life satisfaction goes beyond 
personal and private factors such as money or 
financial stability. Now life satisfaction is well 
connected with many societal factors: a high 
degree of trust in the community, social capital, 
government performance, inequality, environ-
mental policies, residential location or political 

participation, amongst many more. The bulk of 
evidence has led to the discussion of the signifi-
cant role that the government plays on promoting 
better policies for enhancing the overall well-       
being of the population.  We now understand 
that where people live, the services they receive 
from government, the safety of their streets and 
the quality of their children’s education are 
important factors in making people more satis-
fied with their lives. 

The larger share of the evidence of the connec-
tion with life satisfaction with government 
performance is reported in developed countries.

Presentation
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In Latin America, in the recent past, there have 
been important efforts to measure life satisfaction 
and include this dimension in the national statisti-
cal systems with findings that challenge the tradi-
tional view –build from evidence in the global 
North- of what increases people´s well-being.  

Let´s take the case of Colombia as an example of 
the significant differences in the research on life 
satisfaction. During the last two decades, Colom-
bia moved from low income to a middle income 
country. The reduction in poverty rates, income 
increase, and the expansion of a middle class          
are improving the quality of life across all 

socioeconomic brackets. Colombia has also made 
a reputation around the world for all the wrong 
reasons: the largest civil conflict in Latin Ameri-
ca and the violence provoked by drug-trafficking 
during the 80’s and 90’s. Like many countries in 
the global South, the economic affluence expe-
rienced in the country has been limited for a few 
generating deep social inequalities and promo-
ting urban crime. There is also a widespread 
culture of illegality in the country and govern-
ment corruption, which in turn affect civic trust 
and political participation. 
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Despite all of this, Colombians are very satisfied 
with their lives, and the measurement of life 
satisfaction in the country is well above of many 
developed countries that do not experience half 
of the problems that Colombians have. In the 
country, the average life satisfaction for 2015 was 
8.5 (on a scale from 0= “not at all satisfied” to 10= 
“completely satisfied”), for the OECD countries 
was 6.5 in the period 2014-2016, as reported in 
the How is life report of the OECD.

This shows that mechanisms behind of what 
matters for people´s well-being varies across 
countries and the frameworks developed based 
on the evidence produced in the global North 
may not necessarily apply for developing coun-
tries, as in the Colombian case.

What we are presenting in this policy brief is the 
results of an extensive investigation about life 
satisfaction in Colombia, and particularly in Cali, 
the third largest city in the country. Since 2014 in 
POLIS we have been dedicated to collect and 
analyze data in order to monitor and study 
residents’ life satisfaction and the role the govern-
ment plays on promoting or undermining 
people´s well-being. We have developed 
CaliBRANDO, because the research of life satis-
faction has high relevance for the public adminis-
tration. The quality of life in the city does not 
only depend on employment rates, wages, and 
homicides. How the population feel, the priorities 
it has regarding public expenditure and the level 
of satisfaction with their lives, are all determi-
nants for proper management of public resources.

In this edition, we present the results of our 
milestone of 5 years of uninterrupted research of 
life satisfaction in Cali. During this time, we have 
learned that the subjective well-being of the 
population is heavily related to individual charac-
teristics and concerns such as income, health, 
personal relations and optimism in the future. We 
also have learned that the contribution of govern-
ment performance to the high life satisfaction 
ratings is marginal. However, what the govern-
ment does poorly does negatively affect the 

people, such as high crime, congestion or lack of 
health services. The deep segregation and inequa-
lities in the city also affect negatively residents´ 
life satisfaction. We are now moving towards 
geospatial analysis and comparisons across cities 
that we hope to display in our next edition. 

To celebrate 5 years of research our 19th edition 
is dedicated to the measurement of life satisfac-
tion, its inclusion in national statistical systems 
and its role as a social indicator. This edition also 
aims at presenting how the research of life satis-
faction expands to new areas of research. We 
seek to present to our readers how broad is 
thisburgeoning field. This policy brief is organi-
zed in 4 sections. The first presents CaliBRAN-
DO, the methodology used for its implementa-
tion, survey components and the most relevant 
statistics for five years of data collection. This 
section also includes an analytical article presen-
ting what we have learned about life satisfaction 
in Cali over 5 years of research. In the second 
section, Vincent Siegerink and Robert Cummins 
highlight the importance of the measurement of 
subjective well-being for the elaboration of 
public policies, the need to standardize measure-
ments to achieve comparability between coun-
tries and a theoretical proposal, raised by Cum-
mins, for greater understanding of subjective 
well-being. Section three presents country level 
research in Colombia and Croatia. Lastly, Bruno 
Frey, Maria del Mar Salinas, Lucía Mateos, and 
Martjin Hendricks present a section relating 
subjective well-being with multiple areas of 
study, such as economics, education and interna-
tional migration.  We hope policy makers, acade-
mics and our broad public find this project 
relevant and useful in the process of creating 
better policies for all.  

Lina Martínez
POLIS Director





POLIS in an observatory of public policy of 
Universidad Icesi. We are located in Cali, the 
third largest city in Colombia. At POLIS we are 
committed to conducting empirical research on 
policy relevant topics using the rigorousness of 
the academic research but responding to the 
needs of governments. We aim at providing 
relevant information to promote an evidence 
based policy making culture in the city. We 
produce research on urban policies, crime, 
subjective well-being, health and informal 
economy.

Our main unit of analysis is the city of Cali but 
we also study policy issues in the Pacific region.

About POLIS 
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About Cali
Cali is the third largest city in Colombia, with a 
population of 2.4 million. The city is one of the 
main industrial centers of the country and the 
major economic hub in the Pacific region.

Cali is a standing case study from a public policy 
perspective. Alike many cities in Latin America, 
the city is experiencing demographic and 
economic growth and present a high prevalence 
of informal economy that is the resort of the 
poor. The middle class is expanding and the 
government is in a process of improving govern-
ment performance, accountability and offering 
better public services to its population.

The city is also unique in the region on other 
fronts. Cali has a long crime history, is a major 
host for displaced population of the internal 
conflict and also has a distinctive confluence of 
culture from the Pacific region.

At POLIS we are committed to understanding 
this city and  people´s perceptions about gover-
nment performance. From the academia, we aim 
at providing relevant information for a better 
policy making.
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Section 1

CaliBRANDO survey
Methodology
Survey results

Life Satisfaction in Cali. Equal satisfaction for all?
Lina Martínez
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Since 2014, the Observatory of Public Policy        
- POLIS - of Universidad Icesi is implementing a 
survey about life satisfaction in Cali (Colombia) 
called CaliBRANDO. The purpose of this survey 
is to measure life satisfaction within the 
population. The project also aims at 
understanding the relationship between life 
satisfaction and government performance.

This survey allows to:

• Identify aspects of the city that matter (and do 
not matter) to the population.

• Understand in a more integrated manner the 
basic needs of the population.

Since 2014, the survey has been replicated in 
2015, 2016, 2017 and 2018. In this first section, 
the aggregated results of the five years are 
presented, as well as an analytical article of life 
satisfaction in Cali.

1.
Socio-demographic conditions

5.
Health 

2.
Education 

3.
Employment 

4.
Income 

CaliBRANDO
survey



12

CaliBRANDO survey | CaliBRANDO

Since 2017, an institutional and interpersonal 
trust section was included, which was based on 
the methodological guide for measuring inter-
personal and institutional trust of the OECD. 
The purpose of this section is to assess the level 
of trust that citizen has in different institutions 
in the city: town council, national police and the 
civil services. 

6.
Life satisfaction 

7.
City satisfaction 

8.
Personal satisfaction 

9.
Institutional trust 

10.
Satisfaction and other areas
of research

Trust

Since 2016, CaliBRANDO introduced  a middle 
class section, which is collected every two years 
in the city. In this section, the consumption 
patterns and other socieconomic aspects of the 
low income and middle income population are 
compared. The middle class survey was desig-
ned in order to collect information about the 
following topics: consumption and aspirations, 
access to banking services, attitudes towards 
government programs and evaluation of govern-
ment performance.

Middle class: expansion and consumption

Since 2014, CaliBRANDO has introduced the 
measures used by the Centers for Disease 
Control and Prevention (CDC) to conduct a 
population assessment of health-related quality 
of life. The set of variables included in the health 
section of CaliBRANDO allows to proxy for 
mental, physical health and overweight - obesity. 
The survey uses objective measures to estimate 
the body mass index (BMI) of the population 
participating in the survey. Respondents are 
measured and weighted using electronic portable 
scales. Since 2015, questions about physical 
activity have been included in the survey.

Physical - mental health and obesity

Other research using
CaliBRANDO data
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CaliBRANDO is the only life satisfaction measu-
rement system, statistically representative for a 
city in Colombia. The following methodology is 
used for each data collection: 

Target Group:

Men and women 18 years and older
who are city residents.

per survey
Number of questions

2014 - 51 Questions
2015 - 56 Questions
2016 - 84 Questions
2017 - 88 Questions

2018 - 109 Questions

Sampling System

Geographic Coverage:

Cali´s metropolitan area. 

Sample Size per Year

2014 - 1.206 surveys
2015 - 1.204 surveys
2016 - 1.206 surveys
2017 - 1.237 surveys
2018 - 1.251 surveys

Data Collection

Direct Surveys (face-to-face)
in central points.

Margin of Error

2.8% with a confidence level of 95%. 

Stratified sampling, multistage. 
First stage, selection of 38 

points around the city. Second 
stage, quota definition accor-
ding to socioeconomic strata, 
gender and race/ ethnicity. 
Third stage, simple random 

selection of target population.

Survey Zones

Plazoleta de San Francisco, 
CAM, Ingenio Park, Shopping 

centers, Bus stations, Centre of 
Cali, Siloé, El Peñón, Caney, 

Meléndez, El Poblado, Salomia 
and others.

Methodology



Survey results



Socioeconomic strata1

Cali is composed in greater proportion by socioeconomic strata 1, 2 and 3. Although most of the 
population is in the lowest strata (50%), a considerable proportion of the city belongs to the 
middle class (40%). When analyzed by race/ethnicity it is found that there is a considerable gap 
between the afro population and the white/mestizo population, 66% of afro population live in 
strata 1 and 2, while around 44% of whites or mestizos live in these strata.

1 National government uses households stratification as a mechanism for targeting social spending. Households are 
classified in a scale 1 to 6 based on their physical and social conditions. Households classified as 1 in the scale are the 
poorest, 6 are the richest.
2 Socioeconomic strata.

2014         2015         2016         2017         2018    

10%

0%

20%

30%

40%

50%

SES2 1 SES  2 SES  3 SES  4 SES  5 SES  6

20% 20%

30%30% 30% 30% 30%29%

33%
34%

10% 10% 10%10%
8% 8% 8%

1% 1%2% 2% 2%

5% 5%

11%

21%

26%25% 25% 25%

Graph 1.1 

1. Socio-demographic
conditions
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The racial/ethnic composition shows 
that the majority of the population 
surveyed according to their cultural, 
ethnic group or physical characteris-
tics identify themselves as mestizo 
(multi-racial). The white population, 
follow by the black/afro community. 
In 2016, the survey was adjusted to 
be representative of race/ethnicity.

2014         2015         2016         2017         2018      

30%

43%

49%

38%
40%41%

6% 6%
7%

16%
17%

27% 27%

25%

4% 4% 3%
2% 2%2% 2% 2% 2% 2%1%

3%

26% 26%

24%25%

10%

0%

20%

30%

40%

50%

Mestizo White Black/Afro Native Other None

65%

34%

44%

38%

39%

35%

61%

62%

66%

56%

Have children

Do not have
children 

         
2014         2015         2016         2017         2018   Single Cohabitation Married Divorced Widowed

2014

2017

2018

2015

2016

Ethnicity
Graph 1.2

Marital status
Graph 1.3 

Percentage of people with children
Graph 1.4
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43% 26% 22% 6% 3%

46% 27% 20% 5% 2%

47% 25% 23% 4% 1%

47% 25% 19% 8% 2%

49% 27% 15% 6% 2%



Most Cali citizens have studied until secondary school. An important proportion has reached a 
technical/technological level. Comparing by gender it is found that more women have reached 
technical studies (24%) than men (20%). However, more men have achieved professional studies 
compared to women (21% and 19%, respectively). Only 12% of the afro population have reached 
college whereas within whites and mestizos the proportions increases to (23%).

Elementary Secondary Technical Professional Graduate None 

10% 10%

3% 3% 3% 3%

1% 1% 1%

40%

23% 23%

1%

47%

21% 21%21%

17% 17% 18%

12% 12%

46% 45%

10%

0%

20%

30%

40%

50%

2014 2015 2016 2017 2018

4%

0%

26%

23%

6%

41%

Education level
Graph 2.1 

2. Education
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In all the years analyzed, most respondents are working in a company. When analyzed by socioeco-
nomic strata, respondents on strata 1 are the ones who work mostly as independent (41%) compa-
red to the middle class (33%) or high class (29.5%). The proportion of citizens of lower strata who 
are working in a company formally tends to be lower (28%).

Work in a
company 

Self-employed No activity Domestic work Studying Unemployed Other

38%
36%

40%

35% 34%

30%

33%33%

37%

10%

0%

20%

30%

40%

50%

2014 2015 2016 2017 2018

8% 8% 8% 8%
9%

7% 7% 7%

2%
3% 4%4%

6% 6%

4% 4% 4% 4%
2% 2%

41%

7%

10%

5%
3% 1%

Economic activity
Graph 3.1

3. Employment
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Health and retirement None Only Health Only retirement 

10%

0%

20%

30%

40%

50%

2014 2015 2016 2017 2018

50%

39%

36%

41% 41% 41%40%

45%

9% 9%
10%

14%

2% 3%
1%

5%

Yes No

2017

2016

0% 20% 40% 60% 80% 100%

15%

19%

85%

2018
18%

82%

81%

Percentage of people who consider they will continue in their job
in the next 6 months

Graph 3.2

Contributions to the health system and retirement plans
Graph 3.3
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10%

31%

41%

1%



Approximately, 50% of the population earns between 1 and 2 minimum wages. When compared by 
gender, the proportion of women earning less than minimum wage (23%) is higher compared to 
men (19%). In the higher income ranges, the differences between men and women are considera-
ble, given that 15% of men earn between 2 and 4 minimum wages, but only 10% of women earn this 
amount.  When analyzed by ethnicity, only 9% of the afro population earns more than two mini-
mum wages, while 21% of whites/mestizos earn more than this amount.

Less tan
1 mmw*

Between 1 and
less than 2 mmw

Between 2 and
less than 4 mmw

Between 4 and
less than 8 mmw

More than
8 mmw

No income No answer

4. Income

10%

0%

20%

30%

40%

50%

2014 2015 2016 2017 2018

19%
21%

24%

12%

4% 2%

9%

2%

47%

14% 15%

6%

1%

16%

2%

47%
45%

4% 2%
1%

12%

24%

10%

15%
12%

3%

43%

49%

15%

5%

1%1% 1% 1%

16%

Average income
Graph 4.1

* Monthly minimum wage (mmw) = 254 USD (2900 COP)
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Improved Remains
the same

Worsened No answer

Improved Worsened Remains
the same

No answer

Respondents, in general, declare 
being optimistic about their 
economic future. In all the years, 
more than 80% consider that in the 
future their economic condition 
will be better. The percentage of 
people who think that the socioe-
conomic conditions will worsen 
next year is higher in the highest 
socioeconomic strata (10.5%) than 
in the lowest or middle class (7%).

2014
88% 6% 4% 3%

86% 6% 5% 3%

84% 9% 4% 3%

85% 7% 4% 4%

2015

2016

2017

86% 9% 2% 5%

2018

2014 2015 20172016

0%

20%

40%

60%

2018

22%

65%

60%

12%

1%

27%

12%

1%

0%

61%

28%

10%

1%

62%

30%

7%
1%

60%

29%

11%

In general, half of the respondents, 
consider that the economic situa-
tion of their home has improved 
compared to the previous year. 
The majority of respondents, 
regardless of gender, race/ethnici-
ty and socioeconomic strat, consi-
der that they are better than their 
parents.

Percentage of people who consider their economic situation at home has…
Graph 4.2

Percentage of people who consider that their economic conditions at home will…
Graph 4.3
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On average, 61% of the respondents do not 
have savings to cover basic needs during 
three months in case of unemployment. 
Those living in higher socioeconomic strata 
neighborhoods, report having savings in a 
major proportion. When analyzing it by 
strata it is evidenced that strata 1 and 2 have 
the lowest proportion of people with 
sufficient savings, 24% and 34%, 
respectively. In contrast, the proportion of 
people in strata 5 and 6 with sufficient 
savings is 62.5% and 64%, respectively.

Yes           No         No answer

2014

46%

57%

1%

2016

36%

64%

1%

2017
36%

62%

2%

2018
44%

54%

2%

2015

32%

0%

68%

70%

65%

29%

24%

24%

34%

1%

1%

1%

1%

2014

2015

2016

2017

75%

75%

23%

2%

2018
75%

Percentage of people satis�ed with
their living standards

Graph 4.5

Percentage of people with savings to subsist at least three months in case of
unemployment

Graph 4.4

Percentage of people who consider
themselves poor

Graph 4.6

21%

13%

20% 20%

Yes

18%

78%

86%

79% 79%

No

80%

2014
2015
2016
2017
2018

22

Survey results | CaliBRANDO

Yes           No         No answer



In general, respondents perceive their health condition as excellent or good. When analyzing 
differences by gender, 12.3% of men and 18.5% of women consider their health condition as fair. 
Women in Cali tend to be less satisfied with their health compared to men. In addition, the lower 
socioeconomic strata tend to categorize their health condition as fair or poor compared to higher 
strata. 

Excellent Very good Good Fair Poor

10%

0%

20%

30%

40%

50%

2014 2015 2016 2017 2018

25%

14%

17%

2%

42%

24%

15%

17%

2%

42%

23%

28%

13%

1%

34%

20%

14%

18%

2%

46%

31%

13% 13%

3%

40%

Percentage of people who consider that their health condition is…
Graph 5.1

5. Health
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Normal 18.5 - 24.9 Overweight 25-29.9 Obesity 30-47Underweight <18.5

0%

20%

40%

60%

2014

33%

55%

9%

3%

2015

50%

3%

33%

14%

2016

50%

34%

11%

4%

2017

3%

46%

34%

17%

2018

3%

52%

34%

11%

Approximately, half of the population surveyed has a normal weight. However, a considerable 
proportion of respondents are overweight (34%). 

BMI2   for the total population
Graph 5.2

Technical information

 Height question in CaliBRANDO

Weight question in CaliBRANDO

Respondent is asked about his height.

At the time of the survey, respondent is weighed with a portable digital scale.

(Weight in kilograms) / (Height in centimeters)2

Calculation of BMI*

* It is used to identify overweight and obesity in adults.

Abdominal circumference:
It is measured with a meter. 
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2  Body Mass Index



Respondents are very happy with their lives. The average level of life satisfaction during the five 
years of analysis is 8.5. Regardless of gender and income level. The majority of the population 
surveyed ranges their life satisfaction between 8 and 10 on the measuring scale4.

3 Scale measuring life satisfaction from 0 to 10, where 0 represents the lowest level of satisfaction and 10 the highest level.

4 The measurement of CaliBRANDO reports values very similar to the life satisfaction measurements made by Colombia´s 
National Planning Department (DNP).

2014         2015         2016         2017         2018   60%

50%

40%

30%

20%

10%

0%

+ 75% of the participants

Life Satisfaction
Graph 6.1

6. Life Satisfaction3
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5 Scale measuring satisfaction with the city from 1 to 10, where 1 represents the lowest level of satisfaction and 10 the 
highest level.

10

9

8

7

6

5

4

3

2

1

CaliBRANDO inquires about the perception of local government performance. We ask about nine 
government areas. Generally speaking, respondents consider that the government does a better job in 
parks and public spaces, education and interventions at the neighborhood level. However, the 
satisfaction with the government performance in education had a significant reduction compared to the 
years 2014 and 2015, it went from 6 to 5.2. Also, it can be evidenced that the satisfaction with the 
dimension of public transport had a considerable increase, from 3.6, in 2014, to 4.6 in 2018.

Security Health
services

Public
transport

Employment
generation

Parks and
public
spaces

Education Public
services

Traffic Neighborhood

4.4

4.4

4.8 4.8

4.1

6.0
6.1

6.0

5.9

6.2

5.5

5.2

5.3

3.7

4.0

5.4 5.5 5.65.6 5.6 5.7

6.1 6.2

4.5

4.5 4.5 4.2

5.95.9

5.8

4.3

4.6
5.0

5.2

4.3

4.3

4.3

4.24.2 4.2

4.7

3.9
3.6

3.5

2014         2015         2016         2017         2018   

Most important aspects of

government performance:

Security

Health services

Education

Employment generation

1.
2.
3.
4.

                                             50%

                           31%

                    29%

   18%

City Satisfaction
Graph 7.1

7. City Satisfaction5
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6 Personal satisfaction measurement scale from 1 to 10, where 1 represents the lowest level of satisfaction and 10 the 
highest level.

For all respondets, satisfaction with personal factors are higher than the satisfaction with government 
performance. On average, the eight dimensions evaluated in personal satisfaction received a score higher 
than 7 on the scale.
 
In general, there were few variations from one year to another. Income is the personal aspect with the 
lowest score, whilst family has consistently reported the highest value. Health and employment also rank 
in the upper end of the scale.

2014         2015         2016         2017         2018   

Personal Satisfaction
Graph 8.1

Family Employment Emotional
life

Health Household
economy

Income Education Place of
living
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7.0

6.9
7.1

7.9 7.9 7.9

7.77.9

7.8 7.8
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In 2017, a new module of institutional trust 
was incorporated, which was based on the 
OECD Guidelines on Measuring Subjective 
Well-being. 

The purpose of this section is to assess the 
level of trust that citizen have in different 
institutions in the city: town council, national 
police and the civil service. It should be 
clarified that the responses of people were 
based on the general impression they have of 
the institutions and not necessarily if they had 
very little or no contact with them.

In general, respondents trust very little the 
institutions of the city. The ratings were given 
to the Police, the town council and the civil 
service are less than 4, on a 0 to 10 scale. 
Furthermore, a large number of citizens are 
unaware of the role of institutions such as the 
town council, which indicates that there is a 
lack of widespread political culture in the city.

Institutional trust
Graph 9.1

10 2 3 4 5 6

2.8

3.0

7 8 9 10

3.9Police 

Town council 

Civil service

9. Institutional trust

Technical information

Trust level is measured on a scale
from 0 to 10. 0 means you do not trust
an institution at all, and 10 means you
have complete trust

Measurement scale

Organization for Economic Co-operation
and Development - OECD (2017).
OECD Guidelines on Measuring Trust.
Paris: OECD Publishing.

Source
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 2015         2016         2017         2018    

For the four years evaluated, 
motorcycles are the dominant mean of 
transportation within the population. 
It should be noted that, compared to 
2015, the number of respondents who 
claimed to have motorcycles in 2018 
increased by around 12%.

Approximately, 33% of respondents 
have their own motorized vehicle. 
38% of women have their own 
transport compared with 62% of men. 
When analyzed by ethnicity, there are 
marked differences, 17% of afros own 
a car or a motorcycle compared with 
30% and 45% of whites and mestizos, 
respectively.

Motorcycle         Car              

28%

68%

60%

67%

33%

32%

40%

72%

Yes
No

2015

2016

2017

60% 46%

67% 41%

66% 42%

2018

64% 43%

Percentage of people with motorized vehicle
Graph 10.4

Type of vehicle
Graph 10.5
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Life Satisfaction in Cali.
Equal satisfaction for all?
Page 31 - 38



Colombians are happy. They are happier than 
most, at least according to the various studies 
that measure life satisfaction in countries 
around the world. From the Happy Planet Index 
(HPI) conducted by the British think tank New 
Economic Foundation[1] to the multiple indices 
calculated by Gallup, Colombians declare them-
selves to be very satisfied with their lives[2]. The 
high levels of life satisfaction in the country are 
also recently recorded from national statistical 
agencies like DNP and DANE.

In Cali, the third largest city in Colombia, the 
population also feels very satisfied with their 
lives and living standards. 75% of individuals 
surveyed in CaliBRANDO declared themselves 
to be very satisfied with their lives. On average, 
individuals rate satisfaction with life as 8.5 on a 
10 point scale. These numbers are in sharp 
contrast with OECD countries where life satis-
faction is rated on average at 6.2[3]. Cali is not an 
outlier in the country. Our survey replicates the 
results of studies that show people in Colombia 
are happier than people in developed nations[4] 

and national measurements.

However, there are several layers behind the 
declared satisfaction of people in the city. In 
particular, there are important differences by 
gender on income, race/ethnicity, health and
the response to negative circumstances such as 
poverty and depression. The high economic 
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optimism in the population is also worrisome 
given the lack of employment stability and low 
savings rates. And lastly, the high life satisfac-
tion in the city does not translate into a positive 
perception of government performance. 
respondents are very satisfied with their perso-
nal lives, but the role the government plays in 
that satisfaction is at best, marginal.

Life Satisfaction is not equal for all: issues of 
money, gender, health and race/ethnicity 

The bulk of the literature on life satisfaction is 
dedicated to understanding its relationship with 
money and socioeconomic status[5,6,7,8]. The most 
common analysis uses national data in the global 
North. Several conclusions have been reached. 
First, money seems to make people on average, 
happier. Second, people project that more 
money will make them happier[9]. Third, happi-
ness rises with money, but there is no further 
progress beyond an annual income of 75000 
USD in developed nations[10]. Our data supports 
most of these claims. We find that the relation 
ship between income and life satisfaction is 
positive, linear and very strong: the higher the 
income, the higher the life satisfaction. 

In CaliBRANDO, 19% of individuals surveyed 
earn less than minimum wage (about 300 USD a 
month), the majority (42%) makes between 300 
USD and 600 USD monthly and only 21% makes 
more than 600 USD. Over 15% do not have 
income, mostly women. On average, males have 
higher income than females despite similar 
educational attainment.
 
To the question “what do you need to be com-
pletely satisfied with your life”, 24% declared 
money, 18% replied better job and 13% reported 
that owning a house will make them completely 
happy. The survey also asked about how much 
money will allow respondents to live comforta-
bly without worrying about financial issues. 
People who make the minimum wage declare
that they need to double their current income. 
Those who have a higher income report needing 

an extra 10%. Women’s expectations are lower 
than men. In all income brackets, females report 
needing less money than men to live a comforta-
ble life. On average, women need 200 USD a 
year less than men to be completely happy with 
their earnings.
    
Previous research has identified several factors 
that correlate positively with high levels of satis-
faction[11,12]. Health is probably the most salient. 
To proxy health conditions, CaliBRANDO uses 
the CDC composite index based on responses to 
question about general health condition and 
number of days with poor physical and mental 
health. 85% of individuals who rate their health 
as excellent or very good, rate their life satisfac-
tion 8 or higher. This proportion progressively 
declines as perceived health status worsens. 

These numbers show 
that respondents are 

quite vulnerable in 
economic terms and 
only a few would be 

able to economically 
cope with an episode

of prolonged
unemployment.

“

“
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74% of respondents rating their health as good, 
score 8 or higher on life satisfaction, whereas 
those reporting bad or very bad health, only 
62% score high on life satisfaction.
 
In terms of gender, it is found that, in Cali, men 
and women report similar ratings of life satisfac-
tion. 76% of males score 8 or higher while 74% 
of woman score in the same levels. On the surfa-
ce, it seems that life satisfaction is equally distri-
buted by gender. However, digging deeper is 

Other factors are negatively correlated with life 
satisfaction. Race is important. Men and women 
identified as Afro-Colombian or indigenous are 
less satisfied with their lives than whites. A 
white women, on average, scores 8.7 whereas an 
indigenous woman scores 7.8 on the scale of life 
satisfaction. Similar findings are reported in 
other studies[13]. Lower educational attainment 
also has a negative correlation with life satisfac-
tion for both genders. For instance, someone 
with only elementary school scores 7.8 on life 
satisfaction but this increases to 8.5 with a 
master’s level education.  

Male  Female  

Self - reported good health status  85.4 77.6 

Overweigh-obese 47.8 44.9 

7 days or more physical health (last month) 9.9 13.6 

7 days or more mental health (last month) 7.7 11.6 

found a wide range of factors in which females 
report lower levels of life satisfaction.

Health is one of the factors we find significant 
differences by gender. Women rate their general 
health lower and are more likely to report 
feeling physically ill or experiencing stress or 
depression than males. We find that this diffe-
rences holds across all socioeconomic strata.

Also, females are on average more negatively 
affected by several circumstances. Women 
score more negatively than men on not having 
savings, racially identified as a minority (afro or 
indigenous), the perception of being poor (in 
monetary terms) and having feelings of anxiety, 
sadness or depression over the last month. Both 
males and females experience a loss in terms of 
their life satisfaction when experiencing any of 
the factors mentioned, but the loss is more 
significant for women. 
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High optimism

The high life satisfaction in Cali comes is accom-
panied by high optimism. Around two thirds, 
65% of respondents, are satisfied with their 
living standards (what they can do and buy with 
their current income), and this holds across all 
income brackets and gender. This proportion is 
very similar to reports in the USA[14]. Even 
amongst those who declare not having any 
income, 56% are happy with the things they can 
buy and access.
  
Respondents also report high optimism about 
their present and future life. 65% declare that 
financially their households are better off than 
last year, and 87% consider that next year they 
would be even better. Nevertheless, despite all 
of this optimism, only 43% report having 
enough savings to live at least three months in 
case of unemployment. There are important 
differences by gender. Only 33% of females have 
savings to live at least three months in case of 
unexpected employment, whereas 51% of males 
report savings. 

In one reading this optimism can be seen as 
concerning. Only 39% of respondents are contri-
buting to health and retirement system, 43% live 
in a rented house, only 29% own any kind of 
property and only 31% own a motorcycle or a car. 
These numbers show that Respondents are quite 
vulnerable in economic terms and only a few 
would be able to economically cope with an 
episode of prolonged unemployment. Based on 
our results, it seems that respondents, in most 
cases, are underestimating a possibility of negati-
ve economical outcomes in their lives. 

City satisfaction and government performance 

Increasing people’s happiness as a government 
goal goes beyond individual concerns. The 
shared space of the public sphere is important. 
Citizens who are satisfied with public services, 
not only report higher levels of happiness in 
their private lives[15], but also have a higher trust 

in public institutions[16]. CaliBRANDO survey 
asked respondents to rate their satisfaction, on a 
1-10 scale, with government performance in 
providing public transportation, employment 
opportunities and safety.
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If high levels of 
individual life 
satisfaction do
not translate into
a collective project,
the fabric that holds 
social participation, 
and active democracies 
won´t be able to build 
active and pluralistic 
societies.  

“

“
Respondents score high on subjective well-be-
ing but lower on satisfaction with the public 
sphere.  This is a countrywide problem.  Accor-
ding to Gallup data, between 2009 and 2013 
people declared low trust in the police, and high 
perceptions of insecurity and vulnerability to 
crime[17]. CaliBRANDO data shows an important 
difference between individual feelings of 
well-being compared to civic and government 
satisfaction. This point is not trivial. If high 
levels of individual life satisfaction do not trans-
late into a collective project, the fabric that 
holds social participation, and active democra-
cies won´t be able to build active and pluralistic 
societies.
 
To some extent, the findings of high life satisfac-
tion in the country can be easily trivialized. 
Since the scores are very high, many may 
perceive them as the simple conformism of a 
society that does not demand and expects better 
from the private and public realm. Others may 
perceive these results as the resilience of a 
society that finds optimism amongst the many 
problems that faces daily. Regardless the take on 
either point of view, the government seems not 
knowing what to do with the information of life 
satisfaction and what actions (if any action 
needs to be taken) with the evidence available.

It may be shortsighted from the government 
perspective not to identify deep disparities by 
gender and race/ethnicity that these data display. 
Is also worrisome the lack of governmental 
action in face of a society that is highly vulnera-
ble in economic terms and does nothing to 
educate better in terms of financial capacities. 
The high economic optimism in the population 
may reflect the lack of understanding of their real 
economic situation and few values that socially 
are promoted to save and plan for a future life.  

What is even more shortsighted from the gover-
nment is to turn its back on the fact that the 
society is very much satisfied with their lives not 
as a consequence of its role, is in spite of what 
the population is getting from the government. 
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i.See http://www.oecd.org/statistics/better-life-initia tive.htm  
for more information on the Better Life Initiative

The measurement of subjective well-being is a central 
component of the OECD’s Better Life Initiativei, a 
wide-ranging work programme aiming to improve 
our understanding of the aspects of people’s lives that 
matter for well-being. Through its Guidelines on the 
Measurement of Subjective Well-being and other 
projects, the OECD is advocating for National Statis-
tical Offices and other agencies to collect high-quality 
data with large nationally representative samples, 
and consistent, internationally-comparable methods.

Everything we know about subjective well-being, 
from its widely discussed relationship with 
income, to the high levels of life satisfaction in 
Latin America in comparison to other regions in 
the world, relies on having accurate measures of 
the same concept between countries, between 
groups, and over time. For a long time, the collec-
tion of such data was the territory of academics 
and large polling companies. For example, many 
recent works investigating the determinants of 
life satisfaction are based on data from the Gallup 
World Poll (GWP), a large-scale international 
survey that has collected a large body of life satis-
faction data in over 160 countries[1,2,3]. But for 

42

Vincent Siegerink | CaliBRANDO



In 2009, the Commission on the measurement of 
economic performance and social progress, chaired 
by Amartya Sen, Joseph Stiglitz, and Jean-Paul 
Fitoussi  recommended that governments start 
collecting official data on subjective well-being, 
in a move to go “beyond GDP” in measuring and 
evaluating progress[4].The OECD has embraced 
this recommendation, along with many NSOs, 
who have since started to include subjective 
well-being measures in large survey vehicles. The 
OECD launched its Better Life Initiative in 2011, 
assembling and reporting on progress in different 
well-being dimensions, including subjective 
well-being. The flagship How’s Life? Report[5], of 
which the most recent version was published in 
November 2017, is one of the leading reports 
highlighting official subjective well-being data 
(alongside a wide range of other indicators) 
across countries. Through these efforts, the 
OECD attempts to showcase the value of official 
subjective well-being data, and convince govern-
ments to start taking a more broad-based and 
people-centred approach in how they measure 
progress and the impact of policy on people’s 
lives.

The necessity of official subjective well-being data

While non-official surveys generally perform 
well in ranking countries in terms of average 
levels of life satisfaction, there is evidence to 
suggest that they lack the quality and statistical 
power to reliably support more in-depth analy-
ses. When assessing the subjective well-being 
impact of a change in life circumstances that 
might affect only a small share of the total popu-
lation (e.g. becoming unemployed, taking paren-
tal leave, falling into poverty, or becoming 
disabled) large sample sizes are needed to enable 
robust estimates. To support this idea, Deaton[6] 

found that the initial employment and income 
effects of the 2008 financial crisis on life satisfac-
tion in the United States were smaller than the 
standard error on a sample of 1000 respondents. 
This shows that larger sample sizes are required 
in order to assess changes in life satisfaction 
within a country over timeii .

More granular data is also needed to evaluate the 
analysis of subjective well-being among 
subgroups of the population. To support this, 
Siegerink & Exton[7] compare official and Gallup 
data on life satisfaction for thirty-nine countries. 
We find that while there is a high gh convergent

ii.  The Gallup World Poll does have more granular data 
available for the United States, but not for other countries

If subjective
well-being data is to 

be used to pick up 
on group differences 

or changes in 
well-being over 

time, NSOs need to 
systematically 

include subjective 
well-being questions 

in their larger 
survey vehicles.

“

“
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subjective well-being data to reliably allow for 
analyses of changes over time and between 
subgroups of the population, and to be taken 
seriously by policymakers and the public alike, 
National Statistical Offices (NSOs) need to 
collect high-quality data themselves.



iii.  The full question reads: “The following question aks you how 
you feel, on a scale from 0 to 10. Zero means you feel “not at all 
satisfied” and 10 means you feel “completely satisfied. Overall 
how satisfied are you with life as a whole these days?”.

validity in terms of average estimates from the 
two countries, there are often large differences 
between the two sources when comparing 
subgroups or estimating the direction of life 
satisfaction changes over time. For example, in 
three out of thirty-nine countries official data 
suggest a negative gender gap in life satisfaction 
when Gallup shows a statistically significant 
positive gap, or the other way around. In 
twenty-two cases a gender gap is identified by 
one of the two sources but no significant gender 
gap is found in the other.
 
Such disagreements among data sources prevent 
life satisfaction data from serving as a credible 
alternative to conventional measures of progress. 
If subjective well-being data is to be used to pick 
up on group differences or changes in well-being 
over time, NSOs need to systematically include 
subjective well-being questions in their larger 
survey vehicles. The UK’s Office for National 
Statistics now includes subjective well-being 
questions in its Annual Population Survey which 
covers over 150000 respondents per year, and 
more OECD countries are following suit. In 
addition, NSOs also have the highest quality 
sampling frames, with more resources to invest 
in follow-ups to minimise non-response bias. 
This is important, especially because 
non-response patterns are likely not to be 
completely random[8]. Moreover, including 
subjective well-being measures in official data 
collections also gives these measures the quality 
assurance they need to be used to inform policy 
debates.
 
Striving for comparability between countries

High-quality data collections are not the only 
condition for subjective well-being data to be 
useful for policymakers and academics alike. The 
harmonisation of measurement items across 
countries is equally important in order to 
compare results and exchange policy 
experiences. To this end, the OECD published its 
Guidelines on Measuring Subjective Well-being 
in 2013[9]. The goal of these guidelines  is to 

provide support for NSOs and other data 
producers in designing, collecting, publishing 
and analysing subjective well-being data, 
particularly on an internationally comparable 
basis. The Guidelines provide the methodological 
grounds for the development of quality 
subjective well-being metrics in three 
dimensions:

Life evaluation:  a reflective assessment on a 
person’s life or some specific aspect of it 

Affect: a person’s feelings or emotion states, 
typically measured with reference to a particular 
point in time.

Eudaimonia: a sense of meaning and purpose in 
life, or good psychological functioning.

Topics covered by the Guidelines include the 
concept and validity of subjective well-being 
measures; how survey methodology (e.g. 
question wording, response format, question 
order and context effects, survey mode and 
timing, and response styles) affect the data; 
guidance on good practice measurement 
approaches; and the reporting and analysis of 
subjective well-being data. The Guidelines also 
include a series of suggested question modules 
that countries can adopt to harmonise and 
further develop their subjective well-being 
measures. 

In the core question module of the OECD 
Guidelines, the suggested question on life 
evaluation is rooted in traditional survey 
questions on life satisfaction, but has a number of 
important features that need to be taken into 
consideration. It employs the commonly used 
“life as a whole” question, where respondents are 
asked to indicate their level of satisfaction on an
eleven-point scaleiii. To ensure full comparability; 
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the scale length and scale labels (“not at all 
satisfied” to “completely satisfied”) should follow 
those suggested in the Guidelines. In addition, a 
neutral preceding question (or none at all) is 
preferable in order to minimise potential 
question order and context effects.  

To include questions in official survey vehicles, a 
careful translation process is necessary to ensure 
the comparability of questions. A forthcoming 
stocktake of NSO data collections (Exton, 
Siegerink and Smith) reveals that different 
Spanish-speaking countries employ different life 
satisfaction questions in their official survey 
vehicles. For example, three of the Spanish
-language surveys covered in the stocktake - 

CASEN in Chile (2011 and 2013), BIARE in 
Mexico (2012 and 2014) and EU-SILC in Spain 
(2013) each use the “life as a whole” question as 
a starting point, but there are slight wording 
differences, as well as variations in the response 
scale format (see Box 1 below). While it may be 
necessary to adapt question wording according to 
regional language variations and dialects, where 
common base language exists, it is preferable to 
harmonise the question wording as far as 
possible, in order to maximise comparability 
across countries. Data collected on a 1-10 scale 
also cannot be directly compared with those 
collected on a 0-10 scale. 

Chile: Encuesta de Caracterización Socioeconómica Nacional (CASEN) 2011

Considerando todas las cosas: ¿cuán satisfecho está usted con su vida en este momento?

1. Completamente insatisfecho  10. Completamente satisfecho

Mexico: Bienestar Subjectivo (BIARE) 2014

¿Podría decirme qué tan satisfecho se encuentra actualmente con su vida? (Entregue la tarjeta azul, 
al tiempo que lee la indicación) 

Mire esta tarjeta con números que van del 0 al 10, donde 0 significa totalmente insatisfecho y 10 
totalmente satisfecho; viendo toda la escala numérica, dígame cuál de los 11 números refleja mejor 

su opinión al respecto.

Spain: European Union Statistics on Income and Living Conditions (EU-SILC) 2013

¿Cuál es su grado de satisfacción global con su vida en la actualidad? 

0. Nada satisfecho 10. Plenamente satisfecho

Box 1. Differences in question wording for life satisfaction among Spanish-speaking NSOs:



While it may be 
necessary to adapt 
question wording 
according to regional 
language variations 
and dialects, where 
common base language 
exists, it is preferable 
to harmonise the 
question wording
as far as possible, in 
order to maximise 
comparability across 
countries. 

“

“
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Progress in Latin America

Currently, NSOs in thirty-four out of thirty-five 
OECD countries have collected life evaluation 
data in recent years,  and more than 
three-quarters of NSOs have collected at least 
some data on eudaimonia and affect[10]. Thirteen 
OECD countries have meanwhile adopted 
subjective well-being questions in regular 
survey vehicles. With the expected adoption of 
a standard life satisfaction question in core 
(annual) European Statistics on Income and 
Living Conditions (EU-SILC) data collection 
from 2019, this number will grow to thirty. In

Latin America, there is still ground to cover. 
Initiatives like the CaliBRANDO show that 
there is an interest and need for new measures 
of progress in countries like Colombia. The 
next step is to expand such measures to the 
national level and include them as official 
statistics. Because the more progress is made on 
the measurement agenda, the better subjective 
well-being measures are positioned to add to 
policy debates.
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Subjective social indicators
and public policy: 1933 to 2017



Abstract

For almost 85 years, politicians and academics 
have been discussing subjective social indica-
tors in the context of public policy. The former 
through rhetoric and the latter through empiri-
cal research. While the researchers have 
supplied elegant psychometric demonstrations 
of reliability, the administrators of national 
surveys remain doubtful regarding the useful-
ness of subjective indicators for policy. One 
reason is a poor understanding of validity, most 
especially how to interpret higher or lower 
values. This understanding is now supplied by 
the theory of subjective well-being homeosta-
sis. This theory is described and the usefulness 
of subjective well-being as a public policy 
indicator is explained. It is timely for national 
statistical agencies to embrace subjective 
well-being indicators.

Introduction

In their historical account of social indicators, 
Land and Michalos[1]  note that such measures 
are commonly regarded as a proxy for national 
“life quality”. That is, as social indicators rise so 
to, it is assumed, does the life quality of the 
population. There is, however, a major problem 
in according social indicators this role. Whereas 
life quality is understood to comprise both 
objective and subjective indices[2], the social
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It is interesting to note that this dependence on 
objective measures of national progress has not 
substantially changed over the past 85 years. 
The earliest opportunity to begin a systematic 
consideration of subjective indicators arose 
from an initiative of USA President Hoover[3]. 
In 1929 he formed the Research Committee on 
Social Trends, with a charter to “examine into 
the feasibility of a national survey of social 
trends”. In 1933 his committee produced a 
massive report of over 1600 pages, with 29 
chapters written by some 40 authors. 
Notwithstanding chapter headings such as 
“Vitality” and “Changing social attitudes and 
interests”, the content relies purely on objective 
data; a limitation noted at that time as a 
“paradox of the social sciences” by R. F. 
Remer[4]. Yet he, and other critics, offered no 
guidance as to how to actually create subjective 
evaluations of population well-being.

It is also notable that Hoover’s Committee 
failed to acknowledge contemporary literature 
in the social sciences. In fact, the technology for 
measuring subjective evaluations had been well 
described decades earlier. In his 1923 review, 
Freyd[5] discusses the various forms of response 
scale available at that time, which subsequently 
became dominated by Likert’s[6] 5-level rating 
scale. All of this early development in the social 
sciences was ignored by the members of 
Hoover’s committee.

Thirty years later, little had changed. The 
beginnings of subjective social indicators, as a 
systematic topic for study, is usually attributed 
to Bauer’s (1966) edited work “Social 
Indicators”[1]. In fact, however, the authors of 
this work evidenced substantial misgivings, 
describing subjective indicators by terms such 

as “impressionistic”, “qualitative”, and 
“mysterious”. Evidently, some new catalyst was 
required to interest econometricians in 
subjective indicators, and this was supplied by 
Easterlin[7] who reported that the positive 
association between income and happiness did 
not simply apply over time. While this news 
electrified the academic community, the 
national statistical agencies were less 
impressed, and continued to represent national 
life quality through economic data.

Some yet stronger stimulus was needed to jolt 
the agencies out of their complacency. This was 
precipitated by the global financial crisis of 
2007-2008. The Stiglitz Commission[8] again 
reminded governments that Gross Domestic 
Product is not sufficient as an indicator of 
national progress, and proposed that countries 
turn to the measurement of subjective 
wellbeing as a complementary social and 
economic indicator. This authoritative voice 
engendered action. Both the World Health 
Organization[9] and the Organization for 
Economic Cooperation and Development[10] 
revised their definitions of well-being, with 
both organizations also recommending the 
national measurement of subjective well-being.

In the current era, subjective social indicators 
are starting to appear more commonly in 
national surveys. However, their inclusion 
usually appears as an after-thought. 
Understandably, the employees of national 
agencies have backgrounds in economics, 
business, or associated statistics. Subjective 
social indicators, on the other hand, are the 
province of the social sciences, particularly 
psychology. Thus, because the knowledge-silos 
of economics and psychology are so distinct 
from one another, subjective indicators are not 
valued by national statistical offices, are poorly 
understood, and poorly analyzed. As a 
consequence they yield uninteresting data, 
which leads to them not being valued. The cycle 
is complete.

Breaking this nexus requires two forms of action; 
one on each side of the disciplinary fence. The 
first is a willingness by national statistical offices 
to comprehend the contemporary potential of 
subjective social indicators for public policy 
advice. The second is for psychological scientists 
to make their work accessible outside their disci-
pline, emphasizing the usefulness of their measu-
res. In order for this to occur, all of those invol-
ved need to agree on how to define and measure 
subjective life quality.

Understanding Subjective Wellbeing

The greatest single impediment to advancing 
acceptance of SWB as a social indicator is the 
absence of rules for nomenclature. It is surely 
not surprising that policy makers show indiffe-
rence in the face of a variable with quite 
arbitrary descriptions. For example, SWB is 
often referred to in the social indicator literatu-
re as “happiness”. Yet this term has two impor-
tantly different meanings.

The common meaning of happiness is a positive 
feeling consequential to a short term event. 
When something happens to them that’s nice, 
people feel happy. This form of happiness is 
transitory, and is what psychologists refer to as 
an emotional state. The second kind of happi-
ness is a mood. This form of happiness is not 
generated in reaction to something that has 
happened, but rather is a genetic trait that 
normally forms a constant background to our 
thoughts[11]. It is a gentle, mildly activated form 
of positive affect and its major importance is to 
keep us feeling good about ourselves.

In the context of social indicators, emotional 
happiness is noise in the measurement, varying 
from moment to moment. The measure of 
policy interest is mood happiness, and this is 
the major component of SWB[12,13,14]. This form 
of happiness causes SWB to have some very 
interesting properties.  For example, SWB is 
normally experienced as a positive feeling and 
its level is normally quite stable.

Subjective wellbeing homeostasis

Why are these SWB mean scores so predictable? 
The theory of SWB homeostasis offers an 
explanation. This theory proposes that, in a 
manner analogous to the homeostatic main- 
tenance of blood calcium or body temperature, 
the level of SWB is actively controlled and 
maintained by a set of psychological devices, 
described in detail elsewhere[16,17,18].

At the heart of homeostasis is each person’s 
set-point for their SWB. This set-point is what 
homeostasis is defending. While each set-point 
is determined genetically, and does not change, 
responses to SWB questions do show variation. 
This is caused by intrusive emotions becoming 
incorporated into each SWB response[19]. 

This understanding, that SWB can vary while 
set-points do not, introduces a major caution to 
the interpretation of SWB measurement. 
Consider the analogy with the set-point for core 
body temperature (37o C). Prolonged exposure 
to a sufficiently persistent hot or cold thermal 
challenge will cause core body temperature to 
rise or fall. This does not represent a change in 
set-point. It is a defeat of homeostasis and, once 
the source of thermal challenge is removed, 
body temperature will normally revert to its 
set-point. This explains why, contrary to the 
views expressed by some authors[20,21], set-point 
theory does not carry an assumption of 
immutability in measured SWB. 

Crucially, however, in order for SWB to return 
to set-point following an emotion, external and 
internal resources must be directed to the 
restoration of homeostasis. If these resources 
are sufficient, SWB returns to approximate its 
set-point. If the resources are insufficient, SWB 
remains below its normal range and the person 
is at high risk of depression[11]. 

Homeostatic resources 

There are several internal psychological forms 
of homeostatic defence[18] which will not be 
discussed here. Of more direct relevance to the 
current context are three objective social 
indicators. These have been identified as the 
three domains of the Personal Well-being 
Index[22] which most strongly contribute to 
Global Life satisfaction (GLS) using multiple 
regression[15]. They are collectively referred to 
as the “Golden Triangle of Happiness” and 
comprise money, relationships, and achieving 
in life through a purposeful activity.

Each of these resources has a dual action. They 
both defend against homeostatic failure and 
also assist homeostatic maintenance. This is 
because active engagement with each resource 
is intrinsically rewarding. For example:

• Money can be used as a defensive resource. To 
avoid the negative experience of dog-washing, 
someone else can be paid to do the job. The 
time saved can then be used for a personally 
satisfying activity. 

• Relationships, when positive and intimate, 
allow much of daily life to occur within a secure 
social environment. This both reduces the 
probability of unpleasant social encounters and 
also increases the probability of positive social 
interactions. 

• Achieving something personally important 
each day engages positive life routines in a 
secure context and provides a positive sense of 
purpose. 

In summary, engagement with these three 
resources assists homeostatic defense by reducing 
the probability of negative events and maintaining 
positive feelings through engagement with secure 
and rewarding activities.

SWB as a useful social indicator
 
The practical implications of this 
understanding for public policy concerns the 
distribution of resources, especially financial 
resources, to support homeostasis. If people are 
living under conditions of chronic resource 
deprivation, that is sufficiently adverse to 
defeat homeostasis, then their SWB will be 
maintained at levels significantly below their 
set-point. Under such conditions people will be 
highly susceptible to depression and, in 
Australia, this applies to about 5% of the 
population[23]. However, when vulnerable 
groups are targeted for measurement[24] the 
proportion of people in homeostatic defeat is 
much higher. Moreover, and importantly for 

policy, additional resources provided to people 
in homeostatic failure will reliably lift their 
SWB towards the average of the population[25]. 
The policy implications of this are clear. The 
most efficient way to increase population levels 
of SWB is to allocate additional resources to 
people with chronically low levels of SWB.

Summary

A great deal of understanding has accumulated 
in the 85 year history of subjective social 
indicators. Reliable and valid measures of 
subjective well-being (SWB) are now available 
and the results can be interpreted in terms of 
the most effective distribution of resources. 
These advances are also framed by a plausible 
theoretical model, in the form of subjective 
well-being homeostasis.  If it is considered 
desirable for all citizens to experience normal 
levels of life quality, then SWB is an excellent 
national indicator of the degree to which it is 
being achieved. Whether our politicians and 
national statistical offices decide to collect data 
on subjective well-being is now based on 
political, rather than a scientific, reasoning.  
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It is interesting to note that this dependence on 
objective measures of national progress has not 
substantially changed over the past 85 years. 
The earliest opportunity to begin a systematic 
consideration of subjective indicators arose 
from an initiative of USA President Hoover[3]. 
In 1929 he formed the Research Committee on 
Social Trends, with a charter to “examine into 
the feasibility of a national survey of social 
trends”. In 1933 his committee produced a 
massive report of over 1600 pages, with 29 
chapters written by some 40 authors. 
Notwithstanding chapter headings such as 
“Vitality” and “Changing social attitudes and 
interests”, the content relies purely on objective 
data; a limitation noted at that time as a 
“paradox of the social sciences” by R. F. 
Remer[4]. Yet he, and other critics, offered no 
guidance as to how to actually create subjective 
evaluations of population well-being.

It is also notable that Hoover’s Committee 
failed to acknowledge contemporary literature 
in the social sciences. In fact, the technology for 
measuring subjective evaluations had been well 
described decades earlier. In his 1923 review, 
Freyd[5] discusses the various forms of response 
scale available at that time, which subsequently 
became dominated by Likert’s[6] 5-level rating 
scale. All of this early development in the social 
sciences was ignored by the members of 
Hoover’s committee.

Thirty years later, little had changed. The 
beginnings of subjective social indicators, as a 
systematic topic for study, is usually attributed 
to Bauer’s (1966) edited work “Social 
Indicators”[1]. In fact, however, the authors of 
this work evidenced substantial misgivings, 
describing subjective indicators by terms such 

as “impressionistic”, “qualitative”, and 
“mysterious”. Evidently, some new catalyst was 
required to interest econometricians in 
subjective indicators, and this was supplied by 
Easterlin[7] who reported that the positive 
association between income and happiness did 
not simply apply over time. While this news 
electrified the academic community, the 
national statistical agencies were less 
impressed, and continued to represent national 
life quality through economic data.

Some yet stronger stimulus was needed to jolt 
the agencies out of their complacency. This was 
precipitated by the global financial crisis of 
2007-2008. The Stiglitz Commission[8] again 
reminded governments that Gross Domestic 
Product is not sufficient as an indicator of 
national progress, and proposed that countries 
turn to the measurement of subjective 
wellbeing as a complementary social and 
economic indicator. This authoritative voice 
engendered action. Both the World Health 
Organization[9] and the Organization for 
Economic Cooperation and Development[10] 
revised their definitions of well-being, with 
both organizations also recommending the 
national measurement of subjective well-being.

In the current era, subjective social indicators 
are starting to appear more commonly in 
national surveys. However, their inclusion 
usually appears as an after-thought. 
Understandably, the employees of national 
agencies have backgrounds in economics, 
business, or associated statistics. Subjective 
social indicators, on the other hand, are the 
province of the social sciences, particularly 
psychology. Thus, because the knowledge-silos 
of economics and psychology are so distinct 
from one another, subjective indicators are not 
valued by national statistical offices, are poorly 
understood, and poorly analyzed. As a 
consequence they yield uninteresting data, 
which leads to them not being valued. The cycle 
is complete.

Breaking this nexus requires two forms of action; 
one on each side of the disciplinary fence. The 
first is a willingness by national statistical offices 
to comprehend the contemporary potential of 
subjective social indicators for public policy 
advice. The second is for psychological scientists 
to make their work accessible outside their disci-
pline, emphasizing the usefulness of their measu-
res. In order for this to occur, all of those invol-
ved need to agree on how to define and measure 
subjective life quality.

Understanding Subjective Wellbeing

The greatest single impediment to advancing 
acceptance of SWB as a social indicator is the 
absence of rules for nomenclature. It is surely 
not surprising that policy makers show indiffe-
rence in the face of a variable with quite 
arbitrary descriptions. For example, SWB is 
often referred to in the social indicator literatu-
re as “happiness”. Yet this term has two impor-
tantly different meanings.

The common meaning of happiness is a positive 
feeling consequential to a short term event. 
When something happens to them that’s nice, 
people feel happy. This form of happiness is 
transitory, and is what psychologists refer to as 
an emotional state. The second kind of happi-
ness is a mood. This form of happiness is not 
generated in reaction to something that has 
happened, but rather is a genetic trait that 
normally forms a constant background to our 
thoughts[11]. It is a gentle, mildly activated form 
of positive affect and its major importance is to 
keep us feeling good about ourselves.

In the context of social indicators, emotional 
happiness is noise in the measurement, varying 
from moment to moment. The measure of 
policy interest is mood happiness, and this is 
the major component of SWB[12,13,14]. This form 
of happiness causes SWB to have some very 
interesting properties.  For example, SWB is 
normally experienced as a positive feeling and 
its level is normally quite stable.

Subjective wellbeing homeostasis

Why are these SWB mean scores so predictable? 
The theory of SWB homeostasis offers an 
explanation. This theory proposes that, in a 
manner analogous to the homeostatic main- 
tenance of blood calcium or body temperature, 
the level of SWB is actively controlled and 
maintained by a set of psychological devices, 
described in detail elsewhere[16,17,18].

At the heart of homeostasis is each person’s 
set-point for their SWB. This set-point is what 
homeostasis is defending. While each set-point 
is determined genetically, and does not change, 
responses to SWB questions do show variation. 
This is caused by intrusive emotions becoming 
incorporated into each SWB response[19]. 

This understanding, that SWB can vary while 
set-points do not, introduces a major caution to 
the interpretation of SWB measurement. 
Consider the analogy with the set-point for core 
body temperature (37o C). Prolonged exposure 
to a sufficiently persistent hot or cold thermal 
challenge will cause core body temperature to 
rise or fall. This does not represent a change in 
set-point. It is a defeat of homeostasis and, once 
the source of thermal challenge is removed, 
body temperature will normally revert to its 
set-point. This explains why, contrary to the 
views expressed by some authors[20,21], set-point 
theory does not carry an assumption of 
immutability in measured SWB. 

Crucially, however, in order for SWB to return 
to set-point following an emotion, external and 
internal resources must be directed to the 
restoration of homeostasis. If these resources 
are sufficient, SWB returns to approximate its 
set-point. If the resources are insufficient, SWB 
remains below its normal range and the person 
is at high risk of depression[11]. 

Homeostatic resources 

There are several internal psychological forms 
of homeostatic defence[18] which will not be 
discussed here. Of more direct relevance to the 
current context are three objective social 
indicators. These have been identified as the 
three domains of the Personal Well-being 
Index[22] which most strongly contribute to 
Global Life satisfaction (GLS) using multiple 
regression[15]. They are collectively referred to 
as the “Golden Triangle of Happiness” and 
comprise money, relationships, and achieving 
in life through a purposeful activity.

Each of these resources has a dual action. They 
both defend against homeostatic failure and 
also assist homeostatic maintenance. This is 
because active engagement with each resource 
is intrinsically rewarding. For example:

• Money can be used as a defensive resource. To 
avoid the negative experience of dog-washing, 
someone else can be paid to do the job. The 
time saved can then be used for a personally 
satisfying activity. 

• Relationships, when positive and intimate, 
allow much of daily life to occur within a secure 
social environment. This both reduces the 
probability of unpleasant social encounters and 
also increases the probability of positive social 
interactions. 

• Achieving something personally important 
each day engages positive life routines in a 
secure context and provides a positive sense of 
purpose. 

In summary, engagement with these three 
resources assists homeostatic defense by reducing 
the probability of negative events and maintaining 
positive feelings through engagement with secure 
and rewarding activities.

SWB as a useful social indicator
 
The practical implications of this 
understanding for public policy concerns the 
distribution of resources, especially financial 
resources, to support homeostasis. If people are 
living under conditions of chronic resource 
deprivation, that is sufficiently adverse to 
defeat homeostasis, then their SWB will be 
maintained at levels significantly below their 
set-point. Under such conditions people will be 
highly susceptible to depression and, in 
Australia, this applies to about 5% of the 
population[23]. However, when vulnerable 
groups are targeted for measurement[24] the 
proportion of people in homeostatic defeat is 
much higher. Moreover, and importantly for 

policy, additional resources provided to people 
in homeostatic failure will reliably lift their 
SWB towards the average of the population[25]. 
The policy implications of this are clear. The 
most efficient way to increase population levels 
of SWB is to allocate additional resources to 
people with chronically low levels of SWB.

Summary

A great deal of understanding has accumulated 
in the 85 year history of subjective social 
indicators. Reliable and valid measures of 
subjective well-being (SWB) are now available 
and the results can be interpreted in terms of 
the most effective distribution of resources. 
These advances are also framed by a plausible 
theoretical model, in the form of subjective 
well-being homeostasis.  If it is considered 
desirable for all citizens to experience normal 
levels of life quality, then SWB is an excellent 
national indicator of the degree to which it is 
being achieved. Whether our politicians and 
national statistical offices decide to collect data 
on subjective well-being is now based on 
political, rather than a scientific, reasoning.  
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It is interesting to note that this dependence on 
objective measures of national progress has not 
substantially changed over the past 85 years. 
The earliest opportunity to begin a systematic 
consideration of subjective indicators arose 
from an initiative of USA President Hoover[3]. 
In 1929 he formed the Research Committee on 
Social Trends, with a charter to “examine into 
the feasibility of a national survey of social 
trends”. In 1933 his committee produced a 
massive report of over 1600 pages, with 29 
chapters written by some 40 authors. 
Notwithstanding chapter headings such as 
“Vitality” and “Changing social attitudes and 
interests”, the content relies purely on objective 
data; a limitation noted at that time as a 
“paradox of the social sciences” by R. F. 
Remer[4]. Yet he, and other critics, offered no 
guidance as to how to actually create subjective 
evaluations of population well-being.

It is also notable that Hoover’s Committee 
failed to acknowledge contemporary literature 
in the social sciences. In fact, the technology for 
measuring subjective evaluations had been well 
described decades earlier. In his 1923 review, 
Freyd[5] discusses the various forms of response 
scale available at that time, which subsequently 
became dominated by Likert’s[6] 5-level rating 
scale. All of this early development in the social 
sciences was ignored by the members of 
Hoover’s committee.

Thirty years later, little had changed. The 
beginnings of subjective social indicators, as a 
systematic topic for study, is usually attributed 
to Bauer’s (1966) edited work “Social 
Indicators”[1]. In fact, however, the authors of 
this work evidenced substantial misgivings, 
describing subjective indicators by terms such 

as “impressionistic”, “qualitative”, and 
“mysterious”. Evidently, some new catalyst was 
required to interest econometricians in 
subjective indicators, and this was supplied by 
Easterlin[7] who reported that the positive 
association between income and happiness did 
not simply apply over time. While this news 
electrified the academic community, the 
national statistical agencies were less 
impressed, and continued to represent national 
life quality through economic data.

Some yet stronger stimulus was needed to jolt 
the agencies out of their complacency. This was 
precipitated by the global financial crisis of 
2007-2008. The Stiglitz Commission[8] again 
reminded governments that Gross Domestic 
Product is not sufficient as an indicator of 
national progress, and proposed that countries 
turn to the measurement of subjective 
wellbeing as a complementary social and 
economic indicator. This authoritative voice 
engendered action. Both the World Health 
Organization[9] and the Organization for 
Economic Cooperation and Development[10] 
revised their definitions of well-being, with 
both organizations also recommending the 
national measurement of subjective well-being.

In the current era, subjective social indicators 
are starting to appear more commonly in 
national surveys. However, their inclusion 
usually appears as an after-thought. 
Understandably, the employees of national 
agencies have backgrounds in economics, 
business, or associated statistics. Subjective 
social indicators, on the other hand, are the 
province of the social sciences, particularly 
psychology. Thus, because the knowledge-silos 
of economics and psychology are so distinct 
from one another, subjective indicators are not 
valued by national statistical offices, are poorly 
understood, and poorly analyzed. As a 
consequence they yield uninteresting data, 
which leads to them not being valued. The cycle 
is complete.

Breaking this nexus requires two forms of action; 
one on each side of the disciplinary fence. The 
first is a willingness by national statistical offices 
to comprehend the contemporary potential of 
subjective social indicators for public policy 
advice. The second is for psychological scientists 
to make their work accessible outside their disci-
pline, emphasizing the usefulness of their measu-
res. In order for this to occur, all of those invol-
ved need to agree on how to define and measure 
subjective life quality.

Understanding Subjective Wellbeing

The greatest single impediment to advancing 
acceptance of SWB as a social indicator is the 
absence of rules for nomenclature. It is surely 
not surprising that policy makers show indiffe-
rence in the face of a variable with quite 
arbitrary descriptions. For example, SWB is 
often referred to in the social indicator literatu-
re as “happiness”. Yet this term has two impor-
tantly different meanings.

The common meaning of happiness is a positive 
feeling consequential to a short term event. 
When something happens to them that’s nice, 
people feel happy. This form of happiness is 
transitory, and is what psychologists refer to as 
an emotional state. The second kind of happi-
ness is a mood. This form of happiness is not 
generated in reaction to something that has 
happened, but rather is a genetic trait that 
normally forms a constant background to our 
thoughts[11]. It is a gentle, mildly activated form 
of positive affect and its major importance is to 
keep us feeling good about ourselves.

In the context of social indicators, emotional 
happiness is noise in the measurement, varying 
from moment to moment. The measure of 
policy interest is mood happiness, and this is 
the major component of SWB[12,13,14]. This form 
of happiness causes SWB to have some very 
interesting properties.  For example, SWB is 
normally experienced as a positive feeling and 
its level is normally quite stable.

Subjective wellbeing homeostasis

Why are these SWB mean scores so predictable? 
The theory of SWB homeostasis offers an 
explanation. This theory proposes that, in a 
manner analogous to the homeostatic main- 
tenance of blood calcium or body temperature, 
the level of SWB is actively controlled and 
maintained by a set of psychological devices, 
described in detail elsewhere[16,17,18].

At the heart of homeostasis is each person’s 
set-point for their SWB. This set-point is what 
homeostasis is defending. While each set-point 
is determined genetically, and does not change, 
responses to SWB questions do show variation. 
This is caused by intrusive emotions becoming 
incorporated into each SWB response[19]. 

This understanding, that SWB can vary while 
set-points do not, introduces a major caution to 
the interpretation of SWB measurement. 
Consider the analogy with the set-point for core 
body temperature (37o C). Prolonged exposure 
to a sufficiently persistent hot or cold thermal 
challenge will cause core body temperature to 
rise or fall. This does not represent a change in 
set-point. It is a defeat of homeostasis and, once 
the source of thermal challenge is removed, 
body temperature will normally revert to its 
set-point. This explains why, contrary to the 
views expressed by some authors[20,21], set-point 
theory does not carry an assumption of 
immutability in measured SWB. 

Crucially, however, in order for SWB to return 
to set-point following an emotion, external and 
internal resources must be directed to the 
restoration of homeostasis. If these resources 
are sufficient, SWB returns to approximate its 
set-point. If the resources are insufficient, SWB 
remains below its normal range and the person 
is at high risk of depression[11]. 

Homeostatic resources 

There are several internal psychological forms 
of homeostatic defence[18] which will not be 
discussed here. Of more direct relevance to the 
current context are three objective social 
indicators. These have been identified as the 
three domains of the Personal Well-being 
Index[22] which most strongly contribute to 
Global Life satisfaction (GLS) using multiple 
regression[15]. They are collectively referred to 
as the “Golden Triangle of Happiness” and 
comprise money, relationships, and achieving 
in life through a purposeful activity.

Each of these resources has a dual action. They 
both defend against homeostatic failure and 
also assist homeostatic maintenance. This is 
because active engagement with each resource 
is intrinsically rewarding. For example:

• Money can be used as a defensive resource. To 
avoid the negative experience of dog-washing, 
someone else can be paid to do the job. The 
time saved can then be used for a personally 
satisfying activity. 

• Relationships, when positive and intimate, 
allow much of daily life to occur within a secure 
social environment. This both reduces the 
probability of unpleasant social encounters and 
also increases the probability of positive social 
interactions. 

• Achieving something personally important 
each day engages positive life routines in a 
secure context and provides a positive sense of 
purpose. 

In summary, engagement with these three 
resources assists homeostatic defense by reducing 
the probability of negative events and maintaining 
positive feelings through engagement with secure 
and rewarding activities.

SWB as a useful social indicator
 
The practical implications of this 
understanding for public policy concerns the 
distribution of resources, especially financial 
resources, to support homeostasis. If people are 
living under conditions of chronic resource 
deprivation, that is sufficiently adverse to 
defeat homeostasis, then their SWB will be 
maintained at levels significantly below their 
set-point. Under such conditions people will be 
highly susceptible to depression and, in 
Australia, this applies to about 5% of the 
population[23]. However, when vulnerable 
groups are targeted for measurement[24] the 
proportion of people in homeostatic defeat is 
much higher. Moreover, and importantly for 

policy, additional resources provided to people 
in homeostatic failure will reliably lift their 
SWB towards the average of the population[25]. 
The policy implications of this are clear. The 
most efficient way to increase population levels 
of SWB is to allocate additional resources to 
people with chronically low levels of SWB.

Summary

A great deal of understanding has accumulated 
in the 85 year history of subjective social 
indicators. Reliable and valid measures of 
subjective well-being (SWB) are now available 
and the results can be interpreted in terms of 
the most effective distribution of resources. 
These advances are also framed by a plausible 
theoretical model, in the form of subjective 
well-being homeostasis.  If it is considered 
desirable for all citizens to experience normal 
levels of life quality, then SWB is an excellent 
national indicator of the degree to which it is 
being achieved. Whether our politicians and 
national statistical offices decide to collect data 
on subjective well-being is now based on 
political, rather than a scientific, reasoning.  
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It is interesting to note that this dependence on 
objective measures of national progress has not 
substantially changed over the past 85 years. 
The earliest opportunity to begin a systematic 
consideration of subjective indicators arose 
from an initiative of USA President Hoover[3]. 
In 1929 he formed the Research Committee on 
Social Trends, with a charter to “examine into 
the feasibility of a national survey of social 
trends”. In 1933 his committee produced a 
massive report of over 1600 pages, with 29 
chapters written by some 40 authors. 
Notwithstanding chapter headings such as 
“Vitality” and “Changing social attitudes and 
interests”, the content relies purely on objective 
data; a limitation noted at that time as a 
“paradox of the social sciences” by R. F. 
Remer[4]. Yet he, and other critics, offered no 
guidance as to how to actually create subjective 
evaluations of population well-being.

It is also notable that Hoover’s Committee 
failed to acknowledge contemporary literature 
in the social sciences. In fact, the technology for 
measuring subjective evaluations had been well 
described decades earlier. In his 1923 review, 
Freyd[5] discusses the various forms of response 
scale available at that time, which subsequently 
became dominated by Likert’s[6] 5-level rating 
scale. All of this early development in the social 
sciences was ignored by the members of 
Hoover’s committee.

Thirty years later, little had changed. The 
beginnings of subjective social indicators, as a 
systematic topic for study, is usually attributed 
to Bauer’s (1966) edited work “Social 
Indicators”[1]. In fact, however, the authors of 
this work evidenced substantial misgivings, 
describing subjective indicators by terms such 

as “impressionistic”, “qualitative”, and 
“mysterious”. Evidently, some new catalyst was 
required to interest econometricians in 
subjective indicators, and this was supplied by 
Easterlin[7] who reported that the positive 
association between income and happiness did 
not simply apply over time. While this news 
electrified the academic community, the 
national statistical agencies were less 
impressed, and continued to represent national 
life quality through economic data.

Some yet stronger stimulus was needed to jolt 
the agencies out of their complacency. This was 
precipitated by the global financial crisis of 
2007-2008. The Stiglitz Commission[8] again 
reminded governments that Gross Domestic 
Product is not sufficient as an indicator of 
national progress, and proposed that countries 
turn to the measurement of subjective 
wellbeing as a complementary social and 
economic indicator. This authoritative voice 
engendered action. Both the World Health 
Organization[9] and the Organization for 
Economic Cooperation and Development[10] 
revised their definitions of well-being, with 
both organizations also recommending the 
national measurement of subjective well-being.

In the current era, subjective social indicators 
are starting to appear more commonly in 
national surveys. However, their inclusion 
usually appears as an after-thought. 
Understandably, the employees of national 
agencies have backgrounds in economics, 
business, or associated statistics. Subjective 
social indicators, on the other hand, are the 
province of the social sciences, particularly 
psychology. Thus, because the knowledge-silos 
of economics and psychology are so distinct 
from one another, subjective indicators are not 
valued by national statistical offices, are poorly 
understood, and poorly analyzed. As a 
consequence they yield uninteresting data, 
which leads to them not being valued. The cycle 
is complete.

Breaking this nexus requires two forms of action; 
one on each side of the disciplinary fence. The 
first is a willingness by national statistical offices 
to comprehend the contemporary potential of 
subjective social indicators for public policy 
advice. The second is for psychological scientists 
to make their work accessible outside their disci-
pline, emphasizing the usefulness of their measu-
res. In order for this to occur, all of those invol-
ved need to agree on how to define and measure 
subjective life quality.

Understanding Subjective Wellbeing

The greatest single impediment to advancing 
acceptance of SWB as a social indicator is the 
absence of rules for nomenclature. It is surely 
not surprising that policy makers show indiffe-
rence in the face of a variable with quite 
arbitrary descriptions. For example, SWB is 
often referred to in the social indicator literatu-
re as “happiness”. Yet this term has two impor-
tantly different meanings.

The common meaning of happiness is a positive 
feeling consequential to a short term event. 
When something happens to them that’s nice, 
people feel happy. This form of happiness is 
transitory, and is what psychologists refer to as 
an emotional state. The second kind of happi-
ness is a mood. This form of happiness is not 
generated in reaction to something that has 
happened, but rather is a genetic trait that 
normally forms a constant background to our 
thoughts[11]. It is a gentle, mildly activated form 
of positive affect and its major importance is to 
keep us feeling good about ourselves.

In the context of social indicators, emotional 
happiness is noise in the measurement, varying 
from moment to moment. The measure of 
policy interest is mood happiness, and this is 
the major component of SWB[12,13,14]. This form 
of happiness causes SWB to have some very 
interesting properties.  For example, SWB is 
normally experienced as a positive feeling and 
its level is normally quite stable.

Subjective wellbeing homeostasis

Why are these SWB mean scores so predictable? 
The theory of SWB homeostasis offers an 
explanation. This theory proposes that, in a 
manner analogous to the homeostatic main- 
tenance of blood calcium or body temperature, 
the level of SWB is actively controlled and 
maintained by a set of psychological devices, 
described in detail elsewhere[16,17,18].

At the heart of homeostasis is each person’s 
set-point for their SWB. This set-point is what 
homeostasis is defending. While each set-point 
is determined genetically, and does not change, 
responses to SWB questions do show variation. 
This is caused by intrusive emotions becoming 
incorporated into each SWB response[19]. 

This understanding, that SWB can vary while 
set-points do not, introduces a major caution to 
the interpretation of SWB measurement. 
Consider the analogy with the set-point for core 
body temperature (37o C). Prolonged exposure 
to a sufficiently persistent hot or cold thermal 
challenge will cause core body temperature to 
rise or fall. This does not represent a change in 
set-point. It is a defeat of homeostasis and, once 
the source of thermal challenge is removed, 
body temperature will normally revert to its 
set-point. This explains why, contrary to the 
views expressed by some authors[20,21], set-point 
theory does not carry an assumption of 
immutability in measured SWB. 

Crucially, however, in order for SWB to return 
to set-point following an emotion, external and 
internal resources must be directed to the 
restoration of homeostasis. If these resources 
are sufficient, SWB returns to approximate its 
set-point. If the resources are insufficient, SWB 
remains below its normal range and the person 
is at high risk of depression[11]. 

Homeostatic resources 

There are several internal psychological forms 
of homeostatic defence[18] which will not be 
discussed here. Of more direct relevance to the 
current context are three objective social 
indicators. These have been identified as the 
three domains of the Personal Well-being 
Index[22] which most strongly contribute to 
Global Life satisfaction (GLS) using multiple 
regression[15]. They are collectively referred to 
as the “Golden Triangle of Happiness” and 
comprise money, relationships, and achieving 
in life through a purposeful activity.

Each of these resources has a dual action. They 
both defend against homeostatic failure and 
also assist homeostatic maintenance. This is 
because active engagement with each resource 
is intrinsically rewarding. For example:

• Money can be used as a defensive resource. To 
avoid the negative experience of dog-washing, 
someone else can be paid to do the job. The 
time saved can then be used for a personally 
satisfying activity. 

• Relationships, when positive and intimate, 
allow much of daily life to occur within a secure 
social environment. This both reduces the 
probability of unpleasant social encounters and 
also increases the probability of positive social 
interactions. 

• Achieving something personally important 
each day engages positive life routines in a 
secure context and provides a positive sense of 
purpose. 

In summary, engagement with these three 
resources assists homeostatic defense by reducing 
the probability of negative events and maintaining 
positive feelings through engagement with secure 
and rewarding activities.

SWB as a useful social indicator
 
The practical implications of this 
understanding for public policy concerns the 
distribution of resources, especially financial 
resources, to support homeostasis. If people are 
living under conditions of chronic resource 
deprivation, that is sufficiently adverse to 
defeat homeostasis, then their SWB will be 
maintained at levels significantly below their 
set-point. Under such conditions people will be 
highly susceptible to depression and, in 
Australia, this applies to about 5% of the 
population[23]. However, when vulnerable 
groups are targeted for measurement[24] the 
proportion of people in homeostatic defeat is 
much higher. Moreover, and importantly for 

policy, additional resources provided to people 
in homeostatic failure will reliably lift their 
SWB towards the average of the population[25]. 
The policy implications of this are clear. The 
most efficient way to increase population levels 
of SWB is to allocate additional resources to 
people with chronically low levels of SWB.

Summary

A great deal of understanding has accumulated 
in the 85 year history of subjective social 
indicators. Reliable and valid measures of 
subjective well-being (SWB) are now available 
and the results can be interpreted in terms of 
the most effective distribution of resources. 
These advances are also framed by a plausible 
theoretical model, in the form of subjective 
well-being homeostasis.  If it is considered 
desirable for all citizens to experience normal 
levels of life quality, then SWB is an excellent 
national indicator of the degree to which it is 
being achieved. Whether our politicians and 
national statistical offices decide to collect data 
on subjective well-being is now based on 
political, rather than a scientific, reasoning.  
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It is interesting to note that this dependence on 
objective measures of national progress has not 
substantially changed over the past 85 years. 
The earliest opportunity to begin a systematic 
consideration of subjective indicators arose 
from an initiative of USA President Hoover[3]. 
In 1929 he formed the Research Committee on 
Social Trends, with a charter to “examine into 
the feasibility of a national survey of social 
trends”. In 1933 his committee produced a 
massive report of over 1600 pages, with 29 
chapters written by some 40 authors. 
Notwithstanding chapter headings such as 
“Vitality” and “Changing social attitudes and 
interests”, the content relies purely on objective 
data; a limitation noted at that time as a 
“paradox of the social sciences” by R. F. 
Remer[4]. Yet he, and other critics, offered no 
guidance as to how to actually create subjective 
evaluations of population well-being.

It is also notable that Hoover’s Committee 
failed to acknowledge contemporary literature 
in the social sciences. In fact, the technology for 
measuring subjective evaluations had been well 
described decades earlier. In his 1923 review, 
Freyd[5] discusses the various forms of response 
scale available at that time, which subsequently 
became dominated by Likert’s[6] 5-level rating 
scale. All of this early development in the social 
sciences was ignored by the members of 
Hoover’s committee.

Thirty years later, little had changed. The 
beginnings of subjective social indicators, as a 
systematic topic for study, is usually attributed 
to Bauer’s (1966) edited work “Social 
Indicators”[1]. In fact, however, the authors of 
this work evidenced substantial misgivings, 
describing subjective indicators by terms such 

as “impressionistic”, “qualitative”, and 
“mysterious”. Evidently, some new catalyst was 
required to interest econometricians in 
subjective indicators, and this was supplied by 
Easterlin[7] who reported that the positive 
association between income and happiness did 
not simply apply over time. While this news 
electrified the academic community, the 
national statistical agencies were less 
impressed, and continued to represent national 
life quality through economic data.

Some yet stronger stimulus was needed to jolt 
the agencies out of their complacency. This was 
precipitated by the global financial crisis of 
2007-2008. The Stiglitz Commission[8] again 
reminded governments that Gross Domestic 
Product is not sufficient as an indicator of 
national progress, and proposed that countries 
turn to the measurement of subjective 
wellbeing as a complementary social and 
economic indicator. This authoritative voice 
engendered action. Both the World Health 
Organization[9] and the Organization for 
Economic Cooperation and Development[10] 
revised their definitions of well-being, with 
both organizations also recommending the 
national measurement of subjective well-being.

In the current era, subjective social indicators 
are starting to appear more commonly in 
national surveys. However, their inclusion 
usually appears as an after-thought. 
Understandably, the employees of national 
agencies have backgrounds in economics, 
business, or associated statistics. Subjective 
social indicators, on the other hand, are the 
province of the social sciences, particularly 
psychology. Thus, because the knowledge-silos 
of economics and psychology are so distinct 
from one another, subjective indicators are not 
valued by national statistical offices, are poorly 
understood, and poorly analyzed. As a 
consequence they yield uninteresting data, 
which leads to them not being valued. The cycle 
is complete.

Breaking this nexus requires two forms of action; 
one on each side of the disciplinary fence. The 
first is a willingness by national statistical offices 
to comprehend the contemporary potential of 
subjective social indicators for public policy 
advice. The second is for psychological scientists 
to make their work accessible outside their disci-
pline, emphasizing the usefulness of their measu-
res. In order for this to occur, all of those invol-
ved need to agree on how to define and measure 
subjective life quality.

Understanding Subjective Wellbeing

The greatest single impediment to advancing 
acceptance of SWB as a social indicator is the 
absence of rules for nomenclature. It is surely 
not surprising that policy makers show indiffe-
rence in the face of a variable with quite 
arbitrary descriptions. For example, SWB is 
often referred to in the social indicator literatu-
re as “happiness”. Yet this term has two impor-
tantly different meanings.

The common meaning of happiness is a positive 
feeling consequential to a short term event. 
When something happens to them that’s nice, 
people feel happy. This form of happiness is 
transitory, and is what psychologists refer to as 
an emotional state. The second kind of happi-
ness is a mood. This form of happiness is not 
generated in reaction to something that has 
happened, but rather is a genetic trait that 
normally forms a constant background to our 
thoughts[11]. It is a gentle, mildly activated form 
of positive affect and its major importance is to 
keep us feeling good about ourselves.

In the context of social indicators, emotional 
happiness is noise in the measurement, varying 
from moment to moment. The measure of 
policy interest is mood happiness, and this is 
the major component of SWB[12,13,14]. This form 
of happiness causes SWB to have some very 
interesting properties.  For example, SWB is 
normally experienced as a positive feeling and 
its level is normally quite stable.

Subjective wellbeing homeostasis

Why are these SWB mean scores so predictable? 
The theory of SWB homeostasis offers an 
explanation. This theory proposes that, in a 
manner analogous to the homeostatic main- 
tenance of blood calcium or body temperature, 
the level of SWB is actively controlled and 
maintained by a set of psychological devices, 
described in detail elsewhere[16,17,18].

At the heart of homeostasis is each person’s 
set-point for their SWB. This set-point is what 
homeostasis is defending. While each set-point 
is determined genetically, and does not change, 
responses to SWB questions do show variation. 
This is caused by intrusive emotions becoming 
incorporated into each SWB response[19]. 

This understanding, that SWB can vary while 
set-points do not, introduces a major caution to 
the interpretation of SWB measurement. 
Consider the analogy with the set-point for core 
body temperature (37o C). Prolonged exposure 
to a sufficiently persistent hot or cold thermal 
challenge will cause core body temperature to 
rise or fall. This does not represent a change in 
set-point. It is a defeat of homeostasis and, once 
the source of thermal challenge is removed, 
body temperature will normally revert to its 
set-point. This explains why, contrary to the 
views expressed by some authors[20,21], set-point 
theory does not carry an assumption of 
immutability in measured SWB. 

Crucially, however, in order for SWB to return 
to set-point following an emotion, external and 
internal resources must be directed to the 
restoration of homeostasis. If these resources 
are sufficient, SWB returns to approximate its 
set-point. If the resources are insufficient, SWB 
remains below its normal range and the person 
is at high risk of depression[11]. 

Homeostatic resources 

There are several internal psychological forms 
of homeostatic defence[18] which will not be 
discussed here. Of more direct relevance to the 
current context are three objective social 
indicators. These have been identified as the 
three domains of the Personal Well-being 
Index[22] which most strongly contribute to 
Global Life satisfaction (GLS) using multiple 
regression[15]. They are collectively referred to 
as the “Golden Triangle of Happiness” and 
comprise money, relationships, and achieving 
in life through a purposeful activity.

Each of these resources has a dual action. They 
both defend against homeostatic failure and 
also assist homeostatic maintenance. This is 
because active engagement with each resource 
is intrinsically rewarding. For example:

• Money can be used as a defensive resource. To 
avoid the negative experience of dog-washing, 
someone else can be paid to do the job. The 
time saved can then be used for a personally 
satisfying activity. 

• Relationships, when positive and intimate, 
allow much of daily life to occur within a secure 
social environment. This both reduces the 
probability of unpleasant social encounters and 
also increases the probability of positive social 
interactions. 

• Achieving something personally important 
each day engages positive life routines in a 
secure context and provides a positive sense of 
purpose. 

In summary, engagement with these three 
resources assists homeostatic defense by reducing 
the probability of negative events and maintaining 
positive feelings through engagement with secure 
and rewarding activities.

SWB as a useful social indicator
 
The practical implications of this 
understanding for public policy concerns the 
distribution of resources, especially financial 
resources, to support homeostasis. If people are 
living under conditions of chronic resource 
deprivation, that is sufficiently adverse to 
defeat homeostasis, then their SWB will be 
maintained at levels significantly below their 
set-point. Under such conditions people will be 
highly susceptible to depression and, in 
Australia, this applies to about 5% of the 
population[23]. However, when vulnerable 
groups are targeted for measurement[24] the 
proportion of people in homeostatic defeat is 
much higher. Moreover, and importantly for 

policy, additional resources provided to people 
in homeostatic failure will reliably lift their 
SWB towards the average of the population[25]. 
The policy implications of this are clear. The 
most efficient way to increase population levels 
of SWB is to allocate additional resources to 
people with chronically low levels of SWB.

Summary

A great deal of understanding has accumulated 
in the 85 year history of subjective social 
indicators. Reliable and valid measures of 
subjective well-being (SWB) are now available 
and the results can be interpreted in terms of 
the most effective distribution of resources. 
These advances are also framed by a plausible 
theoretical model, in the form of subjective 
well-being homeostasis.  If it is considered 
desirable for all citizens to experience normal 
levels of life quality, then SWB is an excellent 
national indicator of the degree to which it is 
being achieved. Whether our politicians and 
national statistical offices decide to collect data 
on subjective well-being is now based on 
political, rather than a scientific, reasoning.  
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It is interesting to note that this dependence on 
objective measures of national progress has not 
substantially changed over the past 85 years. 
The earliest opportunity to begin a systematic 
consideration of subjective indicators arose 
from an initiative of USA President Hoover[3]. 
In 1929 he formed the Research Committee on 
Social Trends, with a charter to “examine into 
the feasibility of a national survey of social 
trends”. In 1933 his committee produced a 
massive report of over 1600 pages, with 29 
chapters written by some 40 authors. 
Notwithstanding chapter headings such as 
“Vitality” and “Changing social attitudes and 
interests”, the content relies purely on objective 
data; a limitation noted at that time as a 
“paradox of the social sciences” by R. F. 
Remer[4]. Yet he, and other critics, offered no 
guidance as to how to actually create subjective 
evaluations of population well-being.

It is also notable that Hoover’s Committee 
failed to acknowledge contemporary literature 
in the social sciences. In fact, the technology for 
measuring subjective evaluations had been well 
described decades earlier. In his 1923 review, 
Freyd[5] discusses the various forms of response 
scale available at that time, which subsequently 
became dominated by Likert’s[6] 5-level rating 
scale. All of this early development in the social 
sciences was ignored by the members of 
Hoover’s committee.

Thirty years later, little had changed. The 
beginnings of subjective social indicators, as a 
systematic topic for study, is usually attributed 
to Bauer’s (1966) edited work “Social 
Indicators”[1]. In fact, however, the authors of 
this work evidenced substantial misgivings, 
describing subjective indicators by terms such 

as “impressionistic”, “qualitative”, and 
“mysterious”. Evidently, some new catalyst was 
required to interest econometricians in 
subjective indicators, and this was supplied by 
Easterlin[7] who reported that the positive 
association between income and happiness did 
not simply apply over time. While this news 
electrified the academic community, the 
national statistical agencies were less 
impressed, and continued to represent national 
life quality through economic data.

Some yet stronger stimulus was needed to jolt 
the agencies out of their complacency. This was 
precipitated by the global financial crisis of 
2007-2008. The Stiglitz Commission[8] again 
reminded governments that Gross Domestic 
Product is not sufficient as an indicator of 
national progress, and proposed that countries 
turn to the measurement of subjective 
wellbeing as a complementary social and 
economic indicator. This authoritative voice 
engendered action. Both the World Health 
Organization[9] and the Organization for 
Economic Cooperation and Development[10] 
revised their definitions of well-being, with 
both organizations also recommending the 
national measurement of subjective well-being.

In the current era, subjective social indicators 
are starting to appear more commonly in 
national surveys. However, their inclusion 
usually appears as an after-thought. 
Understandably, the employees of national 
agencies have backgrounds in economics, 
business, or associated statistics. Subjective 
social indicators, on the other hand, are the 
province of the social sciences, particularly 
psychology. Thus, because the knowledge-silos 
of economics and psychology are so distinct 
from one another, subjective indicators are not 
valued by national statistical offices, are poorly 
understood, and poorly analyzed. As a 
consequence they yield uninteresting data, 
which leads to them not being valued. The cycle 
is complete.

Breaking this nexus requires two forms of action; 
one on each side of the disciplinary fence. The 
first is a willingness by national statistical offices 
to comprehend the contemporary potential of 
subjective social indicators for public policy 
advice. The second is for psychological scientists 
to make their work accessible outside their disci-
pline, emphasizing the usefulness of their measu-
res. In order for this to occur, all of those invol-
ved need to agree on how to define and measure 
subjective life quality.

Understanding Subjective Wellbeing

The greatest single impediment to advancing 
acceptance of SWB as a social indicator is the 
absence of rules for nomenclature. It is surely 
not surprising that policy makers show indiffe-
rence in the face of a variable with quite 
arbitrary descriptions. For example, SWB is 
often referred to in the social indicator literatu-
re as “happiness”. Yet this term has two impor-
tantly different meanings.

The common meaning of happiness is a positive 
feeling consequential to a short term event. 
When something happens to them that’s nice, 
people feel happy. This form of happiness is 
transitory, and is what psychologists refer to as 
an emotional state. The second kind of happi-
ness is a mood. This form of happiness is not 
generated in reaction to something that has 
happened, but rather is a genetic trait that 
normally forms a constant background to our 
thoughts[11]. It is a gentle, mildly activated form 
of positive affect and its major importance is to 
keep us feeling good about ourselves.

In the context of social indicators, emotional 
happiness is noise in the measurement, varying 
from moment to moment. The measure of 
policy interest is mood happiness, and this is 
the major component of SWB[12,13,14]. This form 
of happiness causes SWB to have some very 
interesting properties.  For example, SWB is 
normally experienced as a positive feeling and 
its level is normally quite stable.

Subjective wellbeing homeostasis

Why are these SWB mean scores so predictable? 
The theory of SWB homeostasis offers an 
explanation. This theory proposes that, in a 
manner analogous to the homeostatic main- 
tenance of blood calcium or body temperature, 
the level of SWB is actively controlled and 
maintained by a set of psychological devices, 
described in detail elsewhere[16,17,18].

At the heart of homeostasis is each person’s 
set-point for their SWB. This set-point is what 
homeostasis is defending. While each set-point 
is determined genetically, and does not change, 
responses to SWB questions do show variation. 
This is caused by intrusive emotions becoming 
incorporated into each SWB response[19]. 

This understanding, that SWB can vary while 
set-points do not, introduces a major caution to 
the interpretation of SWB measurement. 
Consider the analogy with the set-point for core 
body temperature (37o C). Prolonged exposure 
to a sufficiently persistent hot or cold thermal 
challenge will cause core body temperature to 
rise or fall. This does not represent a change in 
set-point. It is a defeat of homeostasis and, once 
the source of thermal challenge is removed, 
body temperature will normally revert to its 
set-point. This explains why, contrary to the 
views expressed by some authors[20,21], set-point 
theory does not carry an assumption of 
immutability in measured SWB. 

Crucially, however, in order for SWB to return 
to set-point following an emotion, external and 
internal resources must be directed to the 
restoration of homeostasis. If these resources 
are sufficient, SWB returns to approximate its 
set-point. If the resources are insufficient, SWB 
remains below its normal range and the person 
is at high risk of depression[11]. 

Homeostatic resources 

There are several internal psychological forms 
of homeostatic defence[18] which will not be 
discussed here. Of more direct relevance to the 
current context are three objective social 
indicators. These have been identified as the 
three domains of the Personal Well-being 
Index[22] which most strongly contribute to 
Global Life satisfaction (GLS) using multiple 
regression[15]. They are collectively referred to 
as the “Golden Triangle of Happiness” and 
comprise money, relationships, and achieving 
in life through a purposeful activity.

Each of these resources has a dual action. They 
both defend against homeostatic failure and 
also assist homeostatic maintenance. This is 
because active engagement with each resource 
is intrinsically rewarding. For example:

• Money can be used as a defensive resource. To 
avoid the negative experience of dog-washing, 
someone else can be paid to do the job. The 
time saved can then be used for a personally 
satisfying activity. 

• Relationships, when positive and intimate, 
allow much of daily life to occur within a secure 
social environment. This both reduces the 
probability of unpleasant social encounters and 
also increases the probability of positive social 
interactions. 

• Achieving something personally important 
each day engages positive life routines in a 
secure context and provides a positive sense of 
purpose. 

In summary, engagement with these three 
resources assists homeostatic defense by reducing 
the probability of negative events and maintaining 
positive feelings through engagement with secure 
and rewarding activities.

SWB as a useful social indicator
 
The practical implications of this 
understanding for public policy concerns the 
distribution of resources, especially financial 
resources, to support homeostasis. If people are 
living under conditions of chronic resource 
deprivation, that is sufficiently adverse to 
defeat homeostasis, then their SWB will be 
maintained at levels significantly below their 
set-point. Under such conditions people will be 
highly susceptible to depression and, in 
Australia, this applies to about 5% of the 
population[23]. However, when vulnerable 
groups are targeted for measurement[24] the 
proportion of people in homeostatic defeat is 
much higher. Moreover, and importantly for 

policy, additional resources provided to people 
in homeostatic failure will reliably lift their 
SWB towards the average of the population[25]. 
The policy implications of this are clear. The 
most efficient way to increase population levels 
of SWB is to allocate additional resources to 
people with chronically low levels of SWB.

Summary

A great deal of understanding has accumulated 
in the 85 year history of subjective social 
indicators. Reliable and valid measures of 
subjective well-being (SWB) are now available 
and the results can be interpreted in terms of 
the most effective distribution of resources. 
These advances are also framed by a plausible 
theoretical model, in the form of subjective 
well-being homeostasis.  If it is considered 
desirable for all citizens to experience normal 
levels of life quality, then SWB is an excellent 
national indicator of the degree to which it is 
being achieved. Whether our politicians and 
national statistical offices decide to collect data 
on subjective well-being is now based on 
political, rather than a scientific, reasoning.  
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It is interesting to note that this dependence on 
objective measures of national progress has not 
substantially changed over the past 85 years. 
The earliest opportunity to begin a systematic 
consideration of subjective indicators arose 
from an initiative of USA President Hoover[3]. 
In 1929 he formed the Research Committee on 
Social Trends, with a charter to “examine into 
the feasibility of a national survey of social 
trends”. In 1933 his committee produced a 
massive report of over 1600 pages, with 29 
chapters written by some 40 authors. 
Notwithstanding chapter headings such as 
“Vitality” and “Changing social attitudes and 
interests”, the content relies purely on objective 
data; a limitation noted at that time as a 
“paradox of the social sciences” by R. F. 
Remer[4]. Yet he, and other critics, offered no 
guidance as to how to actually create subjective 
evaluations of population well-being.

It is also notable that Hoover’s Committee 
failed to acknowledge contemporary literature 
in the social sciences. In fact, the technology for 
measuring subjective evaluations had been well 
described decades earlier. In his 1923 review, 
Freyd[5] discusses the various forms of response 
scale available at that time, which subsequently 
became dominated by Likert’s[6] 5-level rating 
scale. All of this early development in the social 
sciences was ignored by the members of 
Hoover’s committee.

Thirty years later, little had changed. The 
beginnings of subjective social indicators, as a 
systematic topic for study, is usually attributed 
to Bauer’s (1966) edited work “Social 
Indicators”[1]. In fact, however, the authors of 
this work evidenced substantial misgivings, 
describing subjective indicators by terms such 

as “impressionistic”, “qualitative”, and 
“mysterious”. Evidently, some new catalyst was 
required to interest econometricians in 
subjective indicators, and this was supplied by 
Easterlin[7] who reported that the positive 
association between income and happiness did 
not simply apply over time. While this news 
electrified the academic community, the 
national statistical agencies were less 
impressed, and continued to represent national 
life quality through economic data.

Some yet stronger stimulus was needed to jolt 
the agencies out of their complacency. This was 
precipitated by the global financial crisis of 
2007-2008. The Stiglitz Commission[8] again 
reminded governments that Gross Domestic 
Product is not sufficient as an indicator of 
national progress, and proposed that countries 
turn to the measurement of subjective 
wellbeing as a complementary social and 
economic indicator. This authoritative voice 
engendered action. Both the World Health 
Organization[9] and the Organization for 
Economic Cooperation and Development[10] 
revised their definitions of well-being, with 
both organizations also recommending the 
national measurement of subjective well-being.

In the current era, subjective social indicators 
are starting to appear more commonly in 
national surveys. However, their inclusion 
usually appears as an after-thought. 
Understandably, the employees of national 
agencies have backgrounds in economics, 
business, or associated statistics. Subjective 
social indicators, on the other hand, are the 
province of the social sciences, particularly 
psychology. Thus, because the knowledge-silos 
of economics and psychology are so distinct 
from one another, subjective indicators are not 
valued by national statistical offices, are poorly 
understood, and poorly analyzed. As a 
consequence they yield uninteresting data, 
which leads to them not being valued. The cycle 
is complete.

Breaking this nexus requires two forms of action; 
one on each side of the disciplinary fence. The 
first is a willingness by national statistical offices 
to comprehend the contemporary potential of 
subjective social indicators for public policy 
advice. The second is for psychological scientists 
to make their work accessible outside their disci-
pline, emphasizing the usefulness of their measu-
res. In order for this to occur, all of those invol-
ved need to agree on how to define and measure 
subjective life quality.

Understanding Subjective Wellbeing

The greatest single impediment to advancing 
acceptance of SWB as a social indicator is the 
absence of rules for nomenclature. It is surely 
not surprising that policy makers show indiffe-
rence in the face of a variable with quite 
arbitrary descriptions. For example, SWB is 
often referred to in the social indicator literatu-
re as “happiness”. Yet this term has two impor-
tantly different meanings.

The common meaning of happiness is a positive 
feeling consequential to a short term event. 
When something happens to them that’s nice, 
people feel happy. This form of happiness is 
transitory, and is what psychologists refer to as 
an emotional state. The second kind of happi-
ness is a mood. This form of happiness is not 
generated in reaction to something that has 
happened, but rather is a genetic trait that 
normally forms a constant background to our 
thoughts[11]. It is a gentle, mildly activated form 
of positive affect and its major importance is to 
keep us feeling good about ourselves.

In the context of social indicators, emotional 
happiness is noise in the measurement, varying 
from moment to moment. The measure of 
policy interest is mood happiness, and this is 
the major component of SWB[12,13,14]. This form 
of happiness causes SWB to have some very 
interesting properties.  For example, SWB is 
normally experienced as a positive feeling and 
its level is normally quite stable.

Subjective wellbeing homeostasis

Why are these SWB mean scores so predictable? 
The theory of SWB homeostasis offers an 
explanation. This theory proposes that, in a 
manner analogous to the homeostatic main- 
tenance of blood calcium or body temperature, 
the level of SWB is actively controlled and 
maintained by a set of psychological devices, 
described in detail elsewhere[16,17,18].

At the heart of homeostasis is each person’s 
set-point for their SWB. This set-point is what 
homeostasis is defending. While each set-point 
is determined genetically, and does not change, 
responses to SWB questions do show variation. 
This is caused by intrusive emotions becoming 
incorporated into each SWB response[19]. 

This understanding, that SWB can vary while 
set-points do not, introduces a major caution to 
the interpretation of SWB measurement. 
Consider the analogy with the set-point for core 
body temperature (37o C). Prolonged exposure 
to a sufficiently persistent hot or cold thermal 
challenge will cause core body temperature to 
rise or fall. This does not represent a change in 
set-point. It is a defeat of homeostasis and, once 
the source of thermal challenge is removed, 
body temperature will normally revert to its 
set-point. This explains why, contrary to the 
views expressed by some authors[20,21], set-point 
theory does not carry an assumption of 
immutability in measured SWB. 

Crucially, however, in order for SWB to return 
to set-point following an emotion, external and 
internal resources must be directed to the 
restoration of homeostasis. If these resources 
are sufficient, SWB returns to approximate its 
set-point. If the resources are insufficient, SWB 
remains below its normal range and the person 
is at high risk of depression[11]. 

Homeostatic resources 

There are several internal psychological forms 
of homeostatic defence[18] which will not be 
discussed here. Of more direct relevance to the 
current context are three objective social 
indicators. These have been identified as the 
three domains of the Personal Well-being 
Index[22] which most strongly contribute to 
Global Life satisfaction (GLS) using multiple 
regression[15]. They are collectively referred to 
as the “Golden Triangle of Happiness” and 
comprise money, relationships, and achieving 
in life through a purposeful activity.

Each of these resources has a dual action. They 
both defend against homeostatic failure and 
also assist homeostatic maintenance. This is 
because active engagement with each resource 
is intrinsically rewarding. For example:

• Money can be used as a defensive resource. To 
avoid the negative experience of dog-washing, 
someone else can be paid to do the job. The 
time saved can then be used for a personally 
satisfying activity. 

• Relationships, when positive and intimate, 
allow much of daily life to occur within a secure 
social environment. This both reduces the 
probability of unpleasant social encounters and 
also increases the probability of positive social 
interactions. 

• Achieving something personally important 
each day engages positive life routines in a 
secure context and provides a positive sense of 
purpose. 

In summary, engagement with these three 
resources assists homeostatic defense by reducing 
the probability of negative events and maintaining 
positive feelings through engagement with secure 
and rewarding activities.

SWB as a useful social indicator
 
The practical implications of this 
understanding for public policy concerns the 
distribution of resources, especially financial 
resources, to support homeostasis. If people are 
living under conditions of chronic resource 
deprivation, that is sufficiently adverse to 
defeat homeostasis, then their SWB will be 
maintained at levels significantly below their 
set-point. Under such conditions people will be 
highly susceptible to depression and, in 
Australia, this applies to about 5% of the 
population[23]. However, when vulnerable 
groups are targeted for measurement[24] the 
proportion of people in homeostatic defeat is 
much higher. Moreover, and importantly for 

policy, additional resources provided to people 
in homeostatic failure will reliably lift their 
SWB towards the average of the population[25]. 
The policy implications of this are clear. The 
most efficient way to increase population levels 
of SWB is to allocate additional resources to 
people with chronically low levels of SWB.

Summary

A great deal of understanding has accumulated 
in the 85 year history of subjective social 
indicators. Reliable and valid measures of 
subjective well-being (SWB) are now available 
and the results can be interpreted in terms of 
the most effective distribution of resources. 
These advances are also framed by a plausible 
theoretical model, in the form of subjective 
well-being homeostasis.  If it is considered 
desirable for all citizens to experience normal 
levels of life quality, then SWB is an excellent 
national indicator of the degree to which it is 
being achieved. Whether our politicians and 
national statistical offices decide to collect data 
on subjective well-being is now based on 
political, rather than a scientific, reasoning.  
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It is interesting to note that this dependence on 
objective measures of national progress has not 
substantially changed over the past 85 years. 
The earliest opportunity to begin a systematic 
consideration of subjective indicators arose 
from an initiative of USA President Hoover[3]. 
In 1929 he formed the Research Committee on 
Social Trends, with a charter to “examine into 
the feasibility of a national survey of social 
trends”. In 1933 his committee produced a 
massive report of over 1600 pages, with 29 
chapters written by some 40 authors. 
Notwithstanding chapter headings such as 
“Vitality” and “Changing social attitudes and 
interests”, the content relies purely on objective 
data; a limitation noted at that time as a 
“paradox of the social sciences” by R. F. 
Remer[4]. Yet he, and other critics, offered no 
guidance as to how to actually create subjective 
evaluations of population well-being.

It is also notable that Hoover’s Committee 
failed to acknowledge contemporary literature 
in the social sciences. In fact, the technology for 
measuring subjective evaluations had been well 
described decades earlier. In his 1923 review, 
Freyd[5] discusses the various forms of response 
scale available at that time, which subsequently 
became dominated by Likert’s[6] 5-level rating 
scale. All of this early development in the social 
sciences was ignored by the members of 
Hoover’s committee.

Thirty years later, little had changed. The 
beginnings of subjective social indicators, as a 
systematic topic for study, is usually attributed 
to Bauer’s (1966) edited work “Social 
Indicators”[1]. In fact, however, the authors of 
this work evidenced substantial misgivings, 
describing subjective indicators by terms such 

as “impressionistic”, “qualitative”, and 
“mysterious”. Evidently, some new catalyst was 
required to interest econometricians in 
subjective indicators, and this was supplied by 
Easterlin[7] who reported that the positive 
association between income and happiness did 
not simply apply over time. While this news 
electrified the academic community, the 
national statistical agencies were less 
impressed, and continued to represent national 
life quality through economic data.

Some yet stronger stimulus was needed to jolt 
the agencies out of their complacency. This was 
precipitated by the global financial crisis of 
2007-2008. The Stiglitz Commission[8] again 
reminded governments that Gross Domestic 
Product is not sufficient as an indicator of 
national progress, and proposed that countries 
turn to the measurement of subjective 
wellbeing as a complementary social and 
economic indicator. This authoritative voice 
engendered action. Both the World Health 
Organization[9] and the Organization for 
Economic Cooperation and Development[10] 
revised their definitions of well-being, with 
both organizations also recommending the 
national measurement of subjective well-being.

In the current era, subjective social indicators 
are starting to appear more commonly in 
national surveys. However, their inclusion 
usually appears as an after-thought. 
Understandably, the employees of national 
agencies have backgrounds in economics, 
business, or associated statistics. Subjective 
social indicators, on the other hand, are the 
province of the social sciences, particularly 
psychology. Thus, because the knowledge-silos 
of economics and psychology are so distinct 
from one another, subjective indicators are not 
valued by national statistical offices, are poorly 
understood, and poorly analyzed. As a 
consequence they yield uninteresting data, 
which leads to them not being valued. The cycle 
is complete.

Breaking this nexus requires two forms of action; 
one on each side of the disciplinary fence. The 
first is a willingness by national statistical offices 
to comprehend the contemporary potential of 
subjective social indicators for public policy 
advice. The second is for psychological scientists 
to make their work accessible outside their disci-
pline, emphasizing the usefulness of their measu-
res. In order for this to occur, all of those invol-
ved need to agree on how to define and measure 
subjective life quality.

Understanding Subjective Wellbeing

The greatest single impediment to advancing 
acceptance of SWB as a social indicator is the 
absence of rules for nomenclature. It is surely 
not surprising that policy makers show indiffe-
rence in the face of a variable with quite 
arbitrary descriptions. For example, SWB is 
often referred to in the social indicator literatu-
re as “happiness”. Yet this term has two impor-
tantly different meanings.

The common meaning of happiness is a positive 
feeling consequential to a short term event. 
When something happens to them that’s nice, 
people feel happy. This form of happiness is 
transitory, and is what psychologists refer to as 
an emotional state. The second kind of happi-
ness is a mood. This form of happiness is not 
generated in reaction to something that has 
happened, but rather is a genetic trait that 
normally forms a constant background to our 
thoughts[11]. It is a gentle, mildly activated form 
of positive affect and its major importance is to 
keep us feeling good about ourselves.

In the context of social indicators, emotional 
happiness is noise in the measurement, varying 
from moment to moment. The measure of 
policy interest is mood happiness, and this is 
the major component of SWB[12,13,14]. This form 
of happiness causes SWB to have some very 
interesting properties.  For example, SWB is 
normally experienced as a positive feeling and 
its level is normally quite stable.

Subjective wellbeing homeostasis

Why are these SWB mean scores so predictable? 
The theory of SWB homeostasis offers an 
explanation. This theory proposes that, in a 
manner analogous to the homeostatic main- 
tenance of blood calcium or body temperature, 
the level of SWB is actively controlled and 
maintained by a set of psychological devices, 
described in detail elsewhere[16,17,18].

At the heart of homeostasis is each person’s 
set-point for their SWB. This set-point is what 
homeostasis is defending. While each set-point 
is determined genetically, and does not change, 
responses to SWB questions do show variation. 
This is caused by intrusive emotions becoming 
incorporated into each SWB response[19]. 

This understanding, that SWB can vary while 
set-points do not, introduces a major caution to 
the interpretation of SWB measurement. 
Consider the analogy with the set-point for core 
body temperature (37o C). Prolonged exposure 
to a sufficiently persistent hot or cold thermal 
challenge will cause core body temperature to 
rise or fall. This does not represent a change in 
set-point. It is a defeat of homeostasis and, once 
the source of thermal challenge is removed, 
body temperature will normally revert to its 
set-point. This explains why, contrary to the 
views expressed by some authors[20,21], set-point 
theory does not carry an assumption of 
immutability in measured SWB. 

Crucially, however, in order for SWB to return 
to set-point following an emotion, external and 
internal resources must be directed to the 
restoration of homeostasis. If these resources 
are sufficient, SWB returns to approximate its 
set-point. If the resources are insufficient, SWB 
remains below its normal range and the person 
is at high risk of depression[11]. 

Homeostatic resources 

There are several internal psychological forms 
of homeostatic defence[18] which will not be 
discussed here. Of more direct relevance to the 
current context are three objective social 
indicators. These have been identified as the 
three domains of the Personal Well-being 
Index[22] which most strongly contribute to 
Global Life satisfaction (GLS) using multiple 
regression[15]. They are collectively referred to 
as the “Golden Triangle of Happiness” and 
comprise money, relationships, and achieving 
in life through a purposeful activity.

Each of these resources has a dual action. They 
both defend against homeostatic failure and 
also assist homeostatic maintenance. This is 
because active engagement with each resource 
is intrinsically rewarding. For example:

• Money can be used as a defensive resource. To 
avoid the negative experience of dog-washing, 
someone else can be paid to do the job. The 
time saved can then be used for a personally 
satisfying activity. 

• Relationships, when positive and intimate, 
allow much of daily life to occur within a secure 
social environment. This both reduces the 
probability of unpleasant social encounters and 
also increases the probability of positive social 
interactions. 

• Achieving something personally important 
each day engages positive life routines in a 
secure context and provides a positive sense of 
purpose. 

In summary, engagement with these three 
resources assists homeostatic defense by reducing 
the probability of negative events and maintaining 
positive feelings through engagement with secure 
and rewarding activities.

SWB as a useful social indicator
 
The practical implications of this 
understanding for public policy concerns the 
distribution of resources, especially financial 
resources, to support homeostasis. If people are 
living under conditions of chronic resource 
deprivation, that is sufficiently adverse to 
defeat homeostasis, then their SWB will be 
maintained at levels significantly below their 
set-point. Under such conditions people will be 
highly susceptible to depression and, in 
Australia, this applies to about 5% of the 
population[23]. However, when vulnerable 
groups are targeted for measurement[24] the 
proportion of people in homeostatic defeat is 
much higher. Moreover, and importantly for 

policy, additional resources provided to people 
in homeostatic failure will reliably lift their 
SWB towards the average of the population[25]. 
The policy implications of this are clear. The 
most efficient way to increase population levels 
of SWB is to allocate additional resources to 
people with chronically low levels of SWB.

Summary

A great deal of understanding has accumulated 
in the 85 year history of subjective social 
indicators. Reliable and valid measures of 
subjective well-being (SWB) are now available 
and the results can be interpreted in terms of 
the most effective distribution of resources. 
These advances are also framed by a plausible 
theoretical model, in the form of subjective 
well-being homeostasis.  If it is considered 
desirable for all citizens to experience normal 
levels of life quality, then SWB is an excellent 
national indicator of the degree to which it is 
being achieved. Whether our politicians and 
national statistical offices decide to collect data 
on subjective well-being is now based on 
political, rather than a scientific, reasoning.  
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In 2015, Colombian National Planning Depart-
menti- DNP by its acronym in Spanish - began to 
measure the subjective well-being of people 
through a Citizen Perception Surveyii - ECP -, 
contracted, designed and supervised by the 
Directorate of Monitoring and Evaluation of 
Public Policiesiii - DSSEP-. Using the guidelines 
issued by the OECD[1], a basic measurement 
module was built, which has been expanded and 
improved through the six rounds that EPC has 
had collected between 2015 and 2018.

Based on this module, life satisfaction, happi-
ness, concern, depression and anger reported 
by Colombians in recent years has been measu-
red. The methodology that has been used to 
measure subjective people’s well-being consists 
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It is interesting to note that this dependence on 
objective measures of national progress has not 
substantially changed over the past 85 years. 
The earliest opportunity to begin a systematic 
consideration of subjective indicators arose 
from an initiative of USA President Hoover[3]. 
In 1929 he formed the Research Committee on 
Social Trends, with a charter to “examine into 
the feasibility of a national survey of social 
trends”. In 1933 his committee produced a 
massive report of over 1600 pages, with 29 
chapters written by some 40 authors. 
Notwithstanding chapter headings such as 
“Vitality” and “Changing social attitudes and 
interests”, the content relies purely on objective 
data; a limitation noted at that time as a 
“paradox of the social sciences” by R. F. 
Remer[4]. Yet he, and other critics, offered no 
guidance as to how to actually create subjective 
evaluations of population well-being.

It is also notable that Hoover’s Committee 
failed to acknowledge contemporary literature 
in the social sciences. In fact, the technology for 
measuring subjective evaluations had been well 
described decades earlier. In his 1923 review, 
Freyd[5] discusses the various forms of response 
scale available at that time, which subsequently 
became dominated by Likert’s[6] 5-level rating 
scale. All of this early development in the social 
sciences was ignored by the members of 
Hoover’s committee.

Thirty years later, little had changed. The 
beginnings of subjective social indicators, as a 
systematic topic for study, is usually attributed 
to Bauer’s (1966) edited work “Social 
Indicators”[1]. In fact, however, the authors of 
this work evidenced substantial misgivings, 
describing subjective indicators by terms such 

as “impressionistic”, “qualitative”, and 
“mysterious”. Evidently, some new catalyst was 
required to interest econometricians in 
subjective indicators, and this was supplied by 
Easterlin[7] who reported that the positive 
association between income and happiness did 
not simply apply over time. While this news 
electrified the academic community, the 
national statistical agencies were less 
impressed, and continued to represent national 
life quality through economic data.

Some yet stronger stimulus was needed to jolt 
the agencies out of their complacency. This was 
precipitated by the global financial crisis of 
2007-2008. The Stiglitz Commission[8] again 
reminded governments that Gross Domestic 
Product is not sufficient as an indicator of 
national progress, and proposed that countries 
turn to the measurement of subjective 
wellbeing as a complementary social and 
economic indicator. This authoritative voice 
engendered action. Both the World Health 
Organization[9] and the Organization for 
Economic Cooperation and Development[10] 
revised their definitions of well-being, with 
both organizations also recommending the 
national measurement of subjective well-being.

In the current era, subjective social indicators 
are starting to appear more commonly in 
national surveys. However, their inclusion 
usually appears as an after-thought. 
Understandably, the employees of national 
agencies have backgrounds in economics, 
business, or associated statistics. Subjective 
social indicators, on the other hand, are the 
province of the social sciences, particularly 
psychology. Thus, because the knowledge-silos 
of economics and psychology are so distinct 
from one another, subjective indicators are not 
valued by national statistical offices, are poorly 
understood, and poorly analyzed. As a 
consequence they yield uninteresting data, 
which leads to them not being valued. The cycle 
is complete.

Breaking this nexus requires two forms of action; 
one on each side of the disciplinary fence. The 
first is a willingness by national statistical offices 
to comprehend the contemporary potential of 
subjective social indicators for public policy 
advice. The second is for psychological scientists 
to make their work accessible outside their disci-
pline, emphasizing the usefulness of their measu-
res. In order for this to occur, all of those invol-
ved need to agree on how to define and measure 
subjective life quality.

Understanding Subjective Wellbeing

The greatest single impediment to advancing 
acceptance of SWB as a social indicator is the 
absence of rules for nomenclature. It is surely 
not surprising that policy makers show indiffe-
rence in the face of a variable with quite 
arbitrary descriptions. For example, SWB is 
often referred to in the social indicator literatu-
re as “happiness”. Yet this term has two impor-
tantly different meanings.

The common meaning of happiness is a positive 
feeling consequential to a short term event. 
When something happens to them that’s nice, 
people feel happy. This form of happiness is 
transitory, and is what psychologists refer to as 
an emotional state. The second kind of happi-
ness is a mood. This form of happiness is not 
generated in reaction to something that has 
happened, but rather is a genetic trait that 
normally forms a constant background to our 
thoughts[11]. It is a gentle, mildly activated form 
of positive affect and its major importance is to 
keep us feeling good about ourselves.

In the context of social indicators, emotional 
happiness is noise in the measurement, varying 
from moment to moment. The measure of 
policy interest is mood happiness, and this is 
the major component of SWB[12,13,14]. This form 
of happiness causes SWB to have some very 
interesting properties.  For example, SWB is 
normally experienced as a positive feeling and 
its level is normally quite stable.

Subjective wellbeing homeostasis

Why are these SWB mean scores so predictable? 
The theory of SWB homeostasis offers an 
explanation. This theory proposes that, in a 
manner analogous to the homeostatic main- 
tenance of blood calcium or body temperature, 
the level of SWB is actively controlled and 
maintained by a set of psychological devices, 
described in detail elsewhere[16,17,18].

At the heart of homeostasis is each person’s 
set-point for their SWB. This set-point is what 
homeostasis is defending. While each set-point 
is determined genetically, and does not change, 
responses to SWB questions do show variation. 
This is caused by intrusive emotions becoming 
incorporated into each SWB response[19]. 

This understanding, that SWB can vary while 
set-points do not, introduces a major caution to 
the interpretation of SWB measurement. 
Consider the analogy with the set-point for core 
body temperature (37o C). Prolonged exposure 
to a sufficiently persistent hot or cold thermal 
challenge will cause core body temperature to 
rise or fall. This does not represent a change in 
set-point. It is a defeat of homeostasis and, once 
the source of thermal challenge is removed, 
body temperature will normally revert to its 
set-point. This explains why, contrary to the 
views expressed by some authors[20,21], set-point 
theory does not carry an assumption of 
immutability in measured SWB. 

Crucially, however, in order for SWB to return 
to set-point following an emotion, external and 
internal resources must be directed to the 
restoration of homeostasis. If these resources 
are sufficient, SWB returns to approximate its 
set-point. If the resources are insufficient, SWB 
remains below its normal range and the person 
is at high risk of depression[11]. 

Homeostatic resources 

There are several internal psychological forms 
of homeostatic defence[18] which will not be 
discussed here. Of more direct relevance to the 
current context are three objective social 
indicators. These have been identified as the 
three domains of the Personal Well-being 
Index[22] which most strongly contribute to 
Global Life satisfaction (GLS) using multiple 
regression[15]. They are collectively referred to 
as the “Golden Triangle of Happiness” and 
comprise money, relationships, and achieving 
in life through a purposeful activity.

Each of these resources has a dual action. They 
both defend against homeostatic failure and 
also assist homeostatic maintenance. This is 
because active engagement with each resource 
is intrinsically rewarding. For example:

• Money can be used as a defensive resource. To 
avoid the negative experience of dog-washing, 
someone else can be paid to do the job. The 
time saved can then be used for a personally 
satisfying activity. 

• Relationships, when positive and intimate, 
allow much of daily life to occur within a secure 
social environment. This both reduces the 
probability of unpleasant social encounters and 
also increases the probability of positive social 
interactions. 

• Achieving something personally important 
each day engages positive life routines in a 
secure context and provides a positive sense of 
purpose. 

In summary, engagement with these three 
resources assists homeostatic defense by reducing 
the probability of negative events and maintaining 
positive feelings through engagement with secure 
and rewarding activities.

SWB as a useful social indicator
 
The practical implications of this 
understanding for public policy concerns the 
distribution of resources, especially financial 
resources, to support homeostasis. If people are 
living under conditions of chronic resource 
deprivation, that is sufficiently adverse to 
defeat homeostasis, then their SWB will be 
maintained at levels significantly below their 
set-point. Under such conditions people will be 
highly susceptible to depression and, in 
Australia, this applies to about 5% of the 
population[23]. However, when vulnerable 
groups are targeted for measurement[24] the 
proportion of people in homeostatic defeat is 
much higher. Moreover, and importantly for 

policy, additional resources provided to people 
in homeostatic failure will reliably lift their 
SWB towards the average of the population[25]. 
The policy implications of this are clear. The 
most efficient way to increase population levels 
of SWB is to allocate additional resources to 
people with chronically low levels of SWB.

Summary

A great deal of understanding has accumulated 
in the 85 year history of subjective social 
indicators. Reliable and valid measures of 
subjective well-being (SWB) are now available 
and the results can be interpreted in terms of 
the most effective distribution of resources. 
These advances are also framed by a plausible 
theoretical model, in the form of subjective 
well-being homeostasis.  If it is considered 
desirable for all citizens to experience normal 
levels of life quality, then SWB is an excellent 
national indicator of the degree to which it is 
being achieved. Whether our politicians and 
national statistical offices decide to collect data 
on subjective well-being is now based on 
political, rather than a scientific, reasoning.  
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of asking about the level of each dimension on a 
0 to 10 scale, as recommended by literature[2,3]. 
For affect variables, a unique measure was built 
called affect balance. As Kahneman[4] recom-
mends, this measure integrates each of the 
affect dimensions (happiness, worry, depre- 
ssion and anger) and it is calculated as the 
subtraction between the average of positive and 
negative emotions.

Based on this methodology, the DNP has carried 
out three main exercises. First, a general 
diagnosis of the population was carried out. 
Where comparisons were made between life 
satisfaction and affect balanceiv.  variables with a 
set of population characteristics, to find 
relevant relationships and patterns. Second, a 
determinant analysis was made, where the 
variables that best predict the subjective 
well-being of the Colombian population were 
identified. Finally, in order to begin linking 
subjective well-being with public policy, a first 
approximation was made measuring the impact 
of social programs on Colombians’ subjective 
well-being. The main results of the three exerci-
ses described are presented in this article.

Generally speaking, the Colombian population 
reports high levels of life satisfaction and affect 
balance with an average satisfaction of 0.85 and 
affect balance of 0.77 for the analyzed periods 
(Chart 1). Compared to OECD countries, 
Colombia presents life satisfaction levels well 
above the average of this group of countries 
(0.65 compared to 0.85 from Colombia). 
Likewise, Norway, the country with the highest 
OECD score, presents a level of 0.75. Neverthe-
less, the levels of satisfaction and affect balance 
have been reducing over time. The level of life 
satisfaction at the national level has gone from 
0.86 in 2015 to 0.84 in 2017. The affect balance 
at the national level has gone from 0.78 in 2015 
to 0.76 in 2017.

In addition, life satisfaction and affect balance 
behavior was analyzed in relation with variables 
that have been shown to affect the subjective 
well-being of people. At the national level and 
the four major metropolitan areas, (Barranqui-
lla, Bogotá, Cali y Valle de Aburrá), there is a 
positive relationship between the level of 
income and life satisfaction levels. People who 
report income above 690 USD in their home, 
which are 7.6% of the population, have a 
turning point in their levels of satisfaction 
around 1724 USD. Moreover, when comparing 
the income distribution at the national level 
with the satisfaction, it is evident that satisfac-
tion is much better distributed than income, 
with a GINI coefficient of 0.11 for 2017 compa-
red to the GINI income of 0.52. Also, when 
analyzing relative income, people who consider 
having a better standard of living than their 
neighbors have higher levels of life satisfaction 
and affect balance than those who consider 
having an equal or lower level. This same 
pattern can be seen in people who do not consi-
der themselves poor regarding those who do 
and those who consider that their economic 
situation will be better than the current one in 
the next 12 months.

Chart 1. Life satisfaction and affect balance at a 
national level 

iv.  Both the satisfaction variables and the affect balance were 
normalized and were on a scale of 0 to 1.

8,6

2015-II 2016-I 2016-II 2017-I 2017-II

7,8

9,50

8,50

7,50

6,50

5,50

4,50

3,50

2,50

1,50

0,50

7,8
7,6 7,6

7,9
8,6 8,5 8,4 8,4

Life satisfaction Affect balance



It is interesting to note that this dependence on 
objective measures of national progress has not 
substantially changed over the past 85 years. 
The earliest opportunity to begin a systematic 
consideration of subjective indicators arose 
from an initiative of USA President Hoover[3]. 
In 1929 he formed the Research Committee on 
Social Trends, with a charter to “examine into 
the feasibility of a national survey of social 
trends”. In 1933 his committee produced a 
massive report of over 1600 pages, with 29 
chapters written by some 40 authors. 
Notwithstanding chapter headings such as 
“Vitality” and “Changing social attitudes and 
interests”, the content relies purely on objective 
data; a limitation noted at that time as a 
“paradox of the social sciences” by R. F. 
Remer[4]. Yet he, and other critics, offered no 
guidance as to how to actually create subjective 
evaluations of population well-being.

It is also notable that Hoover’s Committee 
failed to acknowledge contemporary literature 
in the social sciences. In fact, the technology for 
measuring subjective evaluations had been well 
described decades earlier. In his 1923 review, 
Freyd[5] discusses the various forms of response 
scale available at that time, which subsequently 
became dominated by Likert’s[6] 5-level rating 
scale. All of this early development in the social 
sciences was ignored by the members of 
Hoover’s committee.

Thirty years later, little had changed. The 
beginnings of subjective social indicators, as a 
systematic topic for study, is usually attributed 
to Bauer’s (1966) edited work “Social 
Indicators”[1]. In fact, however, the authors of 
this work evidenced substantial misgivings, 
describing subjective indicators by terms such 

as “impressionistic”, “qualitative”, and 
“mysterious”. Evidently, some new catalyst was 
required to interest econometricians in 
subjective indicators, and this was supplied by 
Easterlin[7] who reported that the positive 
association between income and happiness did 
not simply apply over time. While this news 
electrified the academic community, the 
national statistical agencies were less 
impressed, and continued to represent national 
life quality through economic data.

Some yet stronger stimulus was needed to jolt 
the agencies out of their complacency. This was 
precipitated by the global financial crisis of 
2007-2008. The Stiglitz Commission[8] again 
reminded governments that Gross Domestic 
Product is not sufficient as an indicator of 
national progress, and proposed that countries 
turn to the measurement of subjective 
wellbeing as a complementary social and 
economic indicator. This authoritative voice 
engendered action. Both the World Health 
Organization[9] and the Organization for 
Economic Cooperation and Development[10] 
revised their definitions of well-being, with 
both organizations also recommending the 
national measurement of subjective well-being.

In the current era, subjective social indicators 
are starting to appear more commonly in 
national surveys. However, their inclusion 
usually appears as an after-thought. 
Understandably, the employees of national 
agencies have backgrounds in economics, 
business, or associated statistics. Subjective 
social indicators, on the other hand, are the 
province of the social sciences, particularly 
psychology. Thus, because the knowledge-silos 
of economics and psychology are so distinct 
from one another, subjective indicators are not 
valued by national statistical offices, are poorly 
understood, and poorly analyzed. As a 
consequence they yield uninteresting data, 
which leads to them not being valued. The cycle 
is complete.

Breaking this nexus requires two forms of action; 
one on each side of the disciplinary fence. The 
first is a willingness by national statistical offices 
to comprehend the contemporary potential of 
subjective social indicators for public policy 
advice. The second is for psychological scientists 
to make their work accessible outside their disci-
pline, emphasizing the usefulness of their measu-
res. In order for this to occur, all of those invol-
ved need to agree on how to define and measure 
subjective life quality.

Understanding Subjective Wellbeing

The greatest single impediment to advancing 
acceptance of SWB as a social indicator is the 
absence of rules for nomenclature. It is surely 
not surprising that policy makers show indiffe-
rence in the face of a variable with quite 
arbitrary descriptions. For example, SWB is 
often referred to in the social indicator literatu-
re as “happiness”. Yet this term has two impor-
tantly different meanings.

The common meaning of happiness is a positive 
feeling consequential to a short term event. 
When something happens to them that’s nice, 
people feel happy. This form of happiness is 
transitory, and is what psychologists refer to as 
an emotional state. The second kind of happi-
ness is a mood. This form of happiness is not 
generated in reaction to something that has 
happened, but rather is a genetic trait that 
normally forms a constant background to our 
thoughts[11]. It is a gentle, mildly activated form 
of positive affect and its major importance is to 
keep us feeling good about ourselves.

In the context of social indicators, emotional 
happiness is noise in the measurement, varying 
from moment to moment. The measure of 
policy interest is mood happiness, and this is 
the major component of SWB[12,13,14]. This form 
of happiness causes SWB to have some very 
interesting properties.  For example, SWB is 
normally experienced as a positive feeling and 
its level is normally quite stable.

Subjective wellbeing homeostasis

Why are these SWB mean scores so predictable? 
The theory of SWB homeostasis offers an 
explanation. This theory proposes that, in a 
manner analogous to the homeostatic main- 
tenance of blood calcium or body temperature, 
the level of SWB is actively controlled and 
maintained by a set of psychological devices, 
described in detail elsewhere[16,17,18].

At the heart of homeostasis is each person’s 
set-point for their SWB. This set-point is what 
homeostasis is defending. While each set-point 
is determined genetically, and does not change, 
responses to SWB questions do show variation. 
This is caused by intrusive emotions becoming 
incorporated into each SWB response[19]. 

This understanding, that SWB can vary while 
set-points do not, introduces a major caution to 
the interpretation of SWB measurement. 
Consider the analogy with the set-point for core 
body temperature (37o C). Prolonged exposure 
to a sufficiently persistent hot or cold thermal 
challenge will cause core body temperature to 
rise or fall. This does not represent a change in 
set-point. It is a defeat of homeostasis and, once 
the source of thermal challenge is removed, 
body temperature will normally revert to its 
set-point. This explains why, contrary to the 
views expressed by some authors[20,21], set-point 
theory does not carry an assumption of 
immutability in measured SWB. 

Crucially, however, in order for SWB to return 
to set-point following an emotion, external and 
internal resources must be directed to the 
restoration of homeostasis. If these resources 
are sufficient, SWB returns to approximate its 
set-point. If the resources are insufficient, SWB 
remains below its normal range and the person 
is at high risk of depression[11]. 

Homeostatic resources 

There are several internal psychological forms 
of homeostatic defence[18] which will not be 
discussed here. Of more direct relevance to the 
current context are three objective social 
indicators. These have been identified as the 
three domains of the Personal Well-being 
Index[22] which most strongly contribute to 
Global Life satisfaction (GLS) using multiple 
regression[15]. They are collectively referred to 
as the “Golden Triangle of Happiness” and 
comprise money, relationships, and achieving 
in life through a purposeful activity.

Each of these resources has a dual action. They 
both defend against homeostatic failure and 
also assist homeostatic maintenance. This is 
because active engagement with each resource 
is intrinsically rewarding. For example:

• Money can be used as a defensive resource. To 
avoid the negative experience of dog-washing, 
someone else can be paid to do the job. The 
time saved can then be used for a personally 
satisfying activity. 

• Relationships, when positive and intimate, 
allow much of daily life to occur within a secure 
social environment. This both reduces the 
probability of unpleasant social encounters and 
also increases the probability of positive social 
interactions. 

• Achieving something personally important 
each day engages positive life routines in a 
secure context and provides a positive sense of 
purpose. 

In summary, engagement with these three 
resources assists homeostatic defense by reducing 
the probability of negative events and maintaining 
positive feelings through engagement with secure 
and rewarding activities.

SWB as a useful social indicator
 
The practical implications of this 
understanding for public policy concerns the 
distribution of resources, especially financial 
resources, to support homeostasis. If people are 
living under conditions of chronic resource 
deprivation, that is sufficiently adverse to 
defeat homeostasis, then their SWB will be 
maintained at levels significantly below their 
set-point. Under such conditions people will be 
highly susceptible to depression and, in 
Australia, this applies to about 5% of the 
population[23]. However, when vulnerable 
groups are targeted for measurement[24] the 
proportion of people in homeostatic defeat is 
much higher. Moreover, and importantly for 

policy, additional resources provided to people 
in homeostatic failure will reliably lift their 
SWB towards the average of the population[25]. 
The policy implications of this are clear. The 
most efficient way to increase population levels 
of SWB is to allocate additional resources to 
people with chronically low levels of SWB.

Summary

A great deal of understanding has accumulated 
in the 85 year history of subjective social 
indicators. Reliable and valid measures of 
subjective well-being (SWB) are now available 
and the results can be interpreted in terms of 
the most effective distribution of resources. 
These advances are also framed by a plausible 
theoretical model, in the form of subjective 
well-being homeostasis.  If it is considered 
desirable for all citizens to experience normal 
levels of life quality, then SWB is an excellent 
national indicator of the degree to which it is 
being achieved. Whether our politicians and 
national statistical offices decide to collect data 
on subjective well-being is now based on 
political, rather than a scientific, reasoning.  
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The relationship between age and life satisfac-
tion at the national and city levels presents a 
similar behavior. Life satisfaction decreases as 
age increases up to a turning point of 53 years 
where life satisfaction begins to increase. This 
turning point in Bogota is 52 years, in the Valle 
de Aburrá is 49 years, in the metropolitan area 
of Cali is 51 years and in the metropolitan area 
of Barranquilla is 50 years.

In relation to health, people who consider 
having a very good health have significantly 
higher levels of satisfaction and affect balance 
than those who consider having only good, fair, 
poor or very poor health. Furthermore, people 
affiliated with a public health insurance scheme 
(around 95% of the population) have higher 
levels of subjective well-being compared to 
those who do not.
 
Regarding variables related to employment, 
people who do not consider having job stability 
have lower levels of life satisfaction, as well as 
those that are not part of formal markets. Lastly, 
in terms of personal relationships, there is a 
positive relationship between life satisfaction 
and having more people counting on.

After making an initial diagnosis where 
relationships between subjective well-being and 
variables that commonly predict subjective 
well-being where analyzed, there is a need to 
deepen on the joint relationships between the 
variables. That is why, a determinant analysis  
was  performed. Its main objective is to identify 
the variables that best predict subjective 
well-being in Colombia. For this, a different 
methodology was used for each variable of 
interest. In the analysis of determinants for life 
satisfaction, a Stereotype Logistic Regression 
was used; instead due to the continuity of the 
affect balance variable a linear regression model 
by Ordinary Least Squares was carried out.

The results of this exercise are consistent with 
the results found internationally. In Colombia, 
self-reported health seems to be the variable 

that best predicts subjective well-being. Report 
having a very good health is associated with 
having higher levels of satisfaction and affect 
balance, while living with a disabled person is 
negatively associated.

Income also has an important relationship with 
the levels of subjective well-being of Colom-
bians; however, relative income seems to be 
more important than absolute income. Not 
considering yourself poor and believing to have 
a better standard of living than your neighbors 
has a significant positive relationship with life 
satisfaction and affect balance. Furthermore, 
having a household income greater than 690 
USD per month is positively associated with 
subjective well-being.

Regarding employment variables, being a 
salaried worker and having the perception of 
job stability are positively associated with life 
satisfaction. On the other hand, having a smar-
tphone with internet access is positively asso-
ciated with life satisfaction of Colombians. 
Social capital variables (trust in acquaintances 
and family) are positively related to the subjec-
tive well-being of Colombians. Finally, there is a 
negative relationship, although small, and 
statistically significant between age and life 
satisfaction, as well as being affected by crime 
in the last year. 
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Satisfaction is much 
better distributed than 

income, with a GINI 
coefficient of 0.11 for 
2017 compared to the 

GINI income of 0.52.

“

“



It is interesting to note that this dependence on 
objective measures of national progress has not 
substantially changed over the past 85 years. 
The earliest opportunity to begin a systematic 
consideration of subjective indicators arose 
from an initiative of USA President Hoover[3]. 
In 1929 he formed the Research Committee on 
Social Trends, with a charter to “examine into 
the feasibility of a national survey of social 
trends”. In 1933 his committee produced a 
massive report of over 1600 pages, with 29 
chapters written by some 40 authors. 
Notwithstanding chapter headings such as 
“Vitality” and “Changing social attitudes and 
interests”, the content relies purely on objective 
data; a limitation noted at that time as a 
“paradox of the social sciences” by R. F. 
Remer[4]. Yet he, and other critics, offered no 
guidance as to how to actually create subjective 
evaluations of population well-being.

It is also notable that Hoover’s Committee 
failed to acknowledge contemporary literature 
in the social sciences. In fact, the technology for 
measuring subjective evaluations had been well 
described decades earlier. In his 1923 review, 
Freyd[5] discusses the various forms of response 
scale available at that time, which subsequently 
became dominated by Likert’s[6] 5-level rating 
scale. All of this early development in the social 
sciences was ignored by the members of 
Hoover’s committee.

Thirty years later, little had changed. The 
beginnings of subjective social indicators, as a 
systematic topic for study, is usually attributed 
to Bauer’s (1966) edited work “Social 
Indicators”[1]. In fact, however, the authors of 
this work evidenced substantial misgivings, 
describing subjective indicators by terms such 

as “impressionistic”, “qualitative”, and 
“mysterious”. Evidently, some new catalyst was 
required to interest econometricians in 
subjective indicators, and this was supplied by 
Easterlin[7] who reported that the positive 
association between income and happiness did 
not simply apply over time. While this news 
electrified the academic community, the 
national statistical agencies were less 
impressed, and continued to represent national 
life quality through economic data.

Some yet stronger stimulus was needed to jolt 
the agencies out of their complacency. This was 
precipitated by the global financial crisis of 
2007-2008. The Stiglitz Commission[8] again 
reminded governments that Gross Domestic 
Product is not sufficient as an indicator of 
national progress, and proposed that countries 
turn to the measurement of subjective 
wellbeing as a complementary social and 
economic indicator. This authoritative voice 
engendered action. Both the World Health 
Organization[9] and the Organization for 
Economic Cooperation and Development[10] 
revised their definitions of well-being, with 
both organizations also recommending the 
national measurement of subjective well-being.

In the current era, subjective social indicators 
are starting to appear more commonly in 
national surveys. However, their inclusion 
usually appears as an after-thought. 
Understandably, the employees of national 
agencies have backgrounds in economics, 
business, or associated statistics. Subjective 
social indicators, on the other hand, are the 
province of the social sciences, particularly 
psychology. Thus, because the knowledge-silos 
of economics and psychology are so distinct 
from one another, subjective indicators are not 
valued by national statistical offices, are poorly 
understood, and poorly analyzed. As a 
consequence they yield uninteresting data, 
which leads to them not being valued. The cycle 
is complete.

Breaking this nexus requires two forms of action; 
one on each side of the disciplinary fence. The 
first is a willingness by national statistical offices 
to comprehend the contemporary potential of 
subjective social indicators for public policy 
advice. The second is for psychological scientists 
to make their work accessible outside their disci-
pline, emphasizing the usefulness of their measu-
res. In order for this to occur, all of those invol-
ved need to agree on how to define and measure 
subjective life quality.

Understanding Subjective Wellbeing

The greatest single impediment to advancing 
acceptance of SWB as a social indicator is the 
absence of rules for nomenclature. It is surely 
not surprising that policy makers show indiffe-
rence in the face of a variable with quite 
arbitrary descriptions. For example, SWB is 
often referred to in the social indicator literatu-
re as “happiness”. Yet this term has two impor-
tantly different meanings.

The common meaning of happiness is a positive 
feeling consequential to a short term event. 
When something happens to them that’s nice, 
people feel happy. This form of happiness is 
transitory, and is what psychologists refer to as 
an emotional state. The second kind of happi-
ness is a mood. This form of happiness is not 
generated in reaction to something that has 
happened, but rather is a genetic trait that 
normally forms a constant background to our 
thoughts[11]. It is a gentle, mildly activated form 
of positive affect and its major importance is to 
keep us feeling good about ourselves.

In the context of social indicators, emotional 
happiness is noise in the measurement, varying 
from moment to moment. The measure of 
policy interest is mood happiness, and this is 
the major component of SWB[12,13,14]. This form 
of happiness causes SWB to have some very 
interesting properties.  For example, SWB is 
normally experienced as a positive feeling and 
its level is normally quite stable.

Subjective wellbeing homeostasis

Why are these SWB mean scores so predictable? 
The theory of SWB homeostasis offers an 
explanation. This theory proposes that, in a 
manner analogous to the homeostatic main- 
tenance of blood calcium or body temperature, 
the level of SWB is actively controlled and 
maintained by a set of psychological devices, 
described in detail elsewhere[16,17,18].

At the heart of homeostasis is each person’s 
set-point for their SWB. This set-point is what 
homeostasis is defending. While each set-point 
is determined genetically, and does not change, 
responses to SWB questions do show variation. 
This is caused by intrusive emotions becoming 
incorporated into each SWB response[19]. 

This understanding, that SWB can vary while 
set-points do not, introduces a major caution to 
the interpretation of SWB measurement. 
Consider the analogy with the set-point for core 
body temperature (37o C). Prolonged exposure 
to a sufficiently persistent hot or cold thermal 
challenge will cause core body temperature to 
rise or fall. This does not represent a change in 
set-point. It is a defeat of homeostasis and, once 
the source of thermal challenge is removed, 
body temperature will normally revert to its 
set-point. This explains why, contrary to the 
views expressed by some authors[20,21], set-point 
theory does not carry an assumption of 
immutability in measured SWB. 

Crucially, however, in order for SWB to return 
to set-point following an emotion, external and 
internal resources must be directed to the 
restoration of homeostasis. If these resources 
are sufficient, SWB returns to approximate its 
set-point. If the resources are insufficient, SWB 
remains below its normal range and the person 
is at high risk of depression[11]. 

Homeostatic resources 

There are several internal psychological forms 
of homeostatic defence[18] which will not be 
discussed here. Of more direct relevance to the 
current context are three objective social 
indicators. These have been identified as the 
three domains of the Personal Well-being 
Index[22] which most strongly contribute to 
Global Life satisfaction (GLS) using multiple 
regression[15]. They are collectively referred to 
as the “Golden Triangle of Happiness” and 
comprise money, relationships, and achieving 
in life through a purposeful activity.

Each of these resources has a dual action. They 
both defend against homeostatic failure and 
also assist homeostatic maintenance. This is 
because active engagement with each resource 
is intrinsically rewarding. For example:

• Money can be used as a defensive resource. To 
avoid the negative experience of dog-washing, 
someone else can be paid to do the job. The 
time saved can then be used for a personally 
satisfying activity. 

• Relationships, when positive and intimate, 
allow much of daily life to occur within a secure 
social environment. This both reduces the 
probability of unpleasant social encounters and 
also increases the probability of positive social 
interactions. 

• Achieving something personally important 
each day engages positive life routines in a 
secure context and provides a positive sense of 
purpose. 

In summary, engagement with these three 
resources assists homeostatic defense by reducing 
the probability of negative events and maintaining 
positive feelings through engagement with secure 
and rewarding activities.

SWB as a useful social indicator
 
The practical implications of this 
understanding for public policy concerns the 
distribution of resources, especially financial 
resources, to support homeostasis. If people are 
living under conditions of chronic resource 
deprivation, that is sufficiently adverse to 
defeat homeostasis, then their SWB will be 
maintained at levels significantly below their 
set-point. Under such conditions people will be 
highly susceptible to depression and, in 
Australia, this applies to about 5% of the 
population[23]. However, when vulnerable 
groups are targeted for measurement[24] the 
proportion of people in homeostatic defeat is 
much higher. Moreover, and importantly for 

policy, additional resources provided to people 
in homeostatic failure will reliably lift their 
SWB towards the average of the population[25]. 
The policy implications of this are clear. The 
most efficient way to increase population levels 
of SWB is to allocate additional resources to 
people with chronically low levels of SWB.

Summary

A great deal of understanding has accumulated 
in the 85 year history of subjective social 
indicators. Reliable and valid measures of 
subjective well-being (SWB) are now available 
and the results can be interpreted in terms of 
the most effective distribution of resources. 
These advances are also framed by a plausible 
theoretical model, in the form of subjective 
well-being homeostasis.  If it is considered 
desirable for all citizens to experience normal 
levels of life quality, then SWB is an excellent 
national indicator of the degree to which it is 
being achieved. Whether our politicians and 
national statistical offices decide to collect data 
on subjective well-being is now based on 
political, rather than a scientific, reasoning.  
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While life satisfaction is explained by variables, 
such as absolute income, access to ICT and mari-
tal status; affect balance is mainly explained by 
variables as head of household, relative income, 
having been a victim of natural disasters and 
hours dedicated to sleep.

Finally, in order to find causal relationships 
between public policy and the role of the State in 
subjective well-being, the impact of receiving 
social programs on life satisfaction and satisfac-
tion domains of Colombians was measured. For 
this, the two rounds of the EPC for 2017 were 
used. A Propensity Score Matching methodology 
was applied to the cross-sectional sample and 
later a double Robust estimator, proposed by 
Imbens y Wooldridge[5], was used. Using this 
methodology, it was calculated the impact of 
living in a household with at least one-member 
beneficiary of a social program over life satisfac-
tion and its domains, measured from 0 to 10.  
The impact of several social programs was 
measured separately such as: Familias en Acción, 
Jóvenes en Acción, ICBF programs and programs 
related to education and/or job training.

The results of this exercise show that all the 
analyzed social programs have no impact on 
individual life satisfaction. This may be related 
to the high life satisfaction levels in the country, 
which means that there is little space for public 
policy to influence subjective well-being. 
Moreover, these programs are not designed to 
increase individual life satisfaction, therefore, it 
is expected the lack of impact.

However, analyzing program impacts over satisfac-
tion domains, some interesting impacts are found. 
Being a member of a household with one or more 
beneficiaries of Jóvenes en Acción, has positive 
impacts on satisfaction with living standard in 0.31 
units, on satisfaction with personal relationships 
(not including the family) in 0.37 units and on 
satisfaction with education in 0.49 units. These 
results show that this program is affecting different 
aspects of the lives of young people, which is reflec-
ted in greater satisfaction in some aspects of life.



It is interesting to note that this dependence on 
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Social Trends, with a charter to “examine into 
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chapters written by some 40 authors. 
Notwithstanding chapter headings such as 
“Vitality” and “Changing social attitudes and 
interests”, the content relies purely on objective 
data; a limitation noted at that time as a 
“paradox of the social sciences” by R. F. 
Remer[4]. Yet he, and other critics, offered no 
guidance as to how to actually create subjective 
evaluations of population well-being.

It is also notable that Hoover’s Committee 
failed to acknowledge contemporary literature 
in the social sciences. In fact, the technology for 
measuring subjective evaluations had been well 
described decades earlier. In his 1923 review, 
Freyd[5] discusses the various forms of response 
scale available at that time, which subsequently 
became dominated by Likert’s[6] 5-level rating 
scale. All of this early development in the social 
sciences was ignored by the members of 
Hoover’s committee.

Thirty years later, little had changed. The 
beginnings of subjective social indicators, as a 
systematic topic for study, is usually attributed 
to Bauer’s (1966) edited work “Social 
Indicators”[1]. In fact, however, the authors of 
this work evidenced substantial misgivings, 
describing subjective indicators by terms such 

as “impressionistic”, “qualitative”, and 
“mysterious”. Evidently, some new catalyst was 
required to interest econometricians in 
subjective indicators, and this was supplied by 
Easterlin[7] who reported that the positive 
association between income and happiness did 
not simply apply over time. While this news 
electrified the academic community, the 
national statistical agencies were less 
impressed, and continued to represent national 
life quality through economic data.

Some yet stronger stimulus was needed to jolt 
the agencies out of their complacency. This was 
precipitated by the global financial crisis of 
2007-2008. The Stiglitz Commission[8] again 
reminded governments that Gross Domestic 
Product is not sufficient as an indicator of 
national progress, and proposed that countries 
turn to the measurement of subjective 
wellbeing as a complementary social and 
economic indicator. This authoritative voice 
engendered action. Both the World Health 
Organization[9] and the Organization for 
Economic Cooperation and Development[10] 
revised their definitions of well-being, with 
both organizations also recommending the 
national measurement of subjective well-being.

In the current era, subjective social indicators 
are starting to appear more commonly in 
national surveys. However, their inclusion 
usually appears as an after-thought. 
Understandably, the employees of national 
agencies have backgrounds in economics, 
business, or associated statistics. Subjective 
social indicators, on the other hand, are the 
province of the social sciences, particularly 
psychology. Thus, because the knowledge-silos 
of economics and psychology are so distinct 
from one another, subjective indicators are not 
valued by national statistical offices, are poorly 
understood, and poorly analyzed. As a 
consequence they yield uninteresting data, 
which leads to them not being valued. The cycle 
is complete.

Breaking this nexus requires two forms of action; 
one on each side of the disciplinary fence. The 
first is a willingness by national statistical offices 
to comprehend the contemporary potential of 
subjective social indicators for public policy 
advice. The second is for psychological scientists 
to make their work accessible outside their disci-
pline, emphasizing the usefulness of their measu-
res. In order for this to occur, all of those invol-
ved need to agree on how to define and measure 
subjective life quality.

Understanding Subjective Wellbeing

The greatest single impediment to advancing 
acceptance of SWB as a social indicator is the 
absence of rules for nomenclature. It is surely 
not surprising that policy makers show indiffe-
rence in the face of a variable with quite 
arbitrary descriptions. For example, SWB is 
often referred to in the social indicator literatu-
re as “happiness”. Yet this term has two impor-
tantly different meanings.

The common meaning of happiness is a positive 
feeling consequential to a short term event. 
When something happens to them that’s nice, 
people feel happy. This form of happiness is 
transitory, and is what psychologists refer to as 
an emotional state. The second kind of happi-
ness is a mood. This form of happiness is not 
generated in reaction to something that has 
happened, but rather is a genetic trait that 
normally forms a constant background to our 
thoughts[11]. It is a gentle, mildly activated form 
of positive affect and its major importance is to 
keep us feeling good about ourselves.

In the context of social indicators, emotional 
happiness is noise in the measurement, varying 
from moment to moment. The measure of 
policy interest is mood happiness, and this is 
the major component of SWB[12,13,14]. This form 
of happiness causes SWB to have some very 
interesting properties.  For example, SWB is 
normally experienced as a positive feeling and 
its level is normally quite stable.

Subjective wellbeing homeostasis

Why are these SWB mean scores so predictable? 
The theory of SWB homeostasis offers an 
explanation. This theory proposes that, in a 
manner analogous to the homeostatic main- 
tenance of blood calcium or body temperature, 
the level of SWB is actively controlled and 
maintained by a set of psychological devices, 
described in detail elsewhere[16,17,18].

At the heart of homeostasis is each person’s 
set-point for their SWB. This set-point is what 
homeostasis is defending. While each set-point 
is determined genetically, and does not change, 
responses to SWB questions do show variation. 
This is caused by intrusive emotions becoming 
incorporated into each SWB response[19]. 

This understanding, that SWB can vary while 
set-points do not, introduces a major caution to 
the interpretation of SWB measurement. 
Consider the analogy with the set-point for core 
body temperature (37o C). Prolonged exposure 
to a sufficiently persistent hot or cold thermal 
challenge will cause core body temperature to 
rise or fall. This does not represent a change in 
set-point. It is a defeat of homeostasis and, once 
the source of thermal challenge is removed, 
body temperature will normally revert to its 
set-point. This explains why, contrary to the 
views expressed by some authors[20,21], set-point 
theory does not carry an assumption of 
immutability in measured SWB. 

Crucially, however, in order for SWB to return 
to set-point following an emotion, external and 
internal resources must be directed to the 
restoration of homeostasis. If these resources 
are sufficient, SWB returns to approximate its 
set-point. If the resources are insufficient, SWB 
remains below its normal range and the person 
is at high risk of depression[11]. 

Homeostatic resources 

There are several internal psychological forms 
of homeostatic defence[18] which will not be 
discussed here. Of more direct relevance to the 
current context are three objective social 
indicators. These have been identified as the 
three domains of the Personal Well-being 
Index[22] which most strongly contribute to 
Global Life satisfaction (GLS) using multiple 
regression[15]. They are collectively referred to 
as the “Golden Triangle of Happiness” and 
comprise money, relationships, and achieving 
in life through a purposeful activity.

Each of these resources has a dual action. They 
both defend against homeostatic failure and 
also assist homeostatic maintenance. This is 
because active engagement with each resource 
is intrinsically rewarding. For example:

• Money can be used as a defensive resource. To 
avoid the negative experience of dog-washing, 
someone else can be paid to do the job. The 
time saved can then be used for a personally 
satisfying activity. 

• Relationships, when positive and intimate, 
allow much of daily life to occur within a secure 
social environment. This both reduces the 
probability of unpleasant social encounters and 
also increases the probability of positive social 
interactions. 

• Achieving something personally important 
each day engages positive life routines in a 
secure context and provides a positive sense of 
purpose. 

In summary, engagement with these three 
resources assists homeostatic defense by reducing 
the probability of negative events and maintaining 
positive feelings through engagement with secure 
and rewarding activities.

SWB as a useful social indicator
 
The practical implications of this 
understanding for public policy concerns the 
distribution of resources, especially financial 
resources, to support homeostasis. If people are 
living under conditions of chronic resource 
deprivation, that is sufficiently adverse to 
defeat homeostasis, then their SWB will be 
maintained at levels significantly below their 
set-point. Under such conditions people will be 
highly susceptible to depression and, in 
Australia, this applies to about 5% of the 
population[23]. However, when vulnerable 
groups are targeted for measurement[24] the 
proportion of people in homeostatic defeat is 
much higher. Moreover, and importantly for 

policy, additional resources provided to people 
in homeostatic failure will reliably lift their 
SWB towards the average of the population[25]. 
The policy implications of this are clear. The 
most efficient way to increase population levels 
of SWB is to allocate additional resources to 
people with chronically low levels of SWB.

Summary

A great deal of understanding has accumulated 
in the 85 year history of subjective social 
indicators. Reliable and valid measures of 
subjective well-being (SWB) are now available 
and the results can be interpreted in terms of 
the most effective distribution of resources. 
These advances are also framed by a plausible 
theoretical model, in the form of subjective 
well-being homeostasis.  If it is considered 
desirable for all citizens to experience normal 
levels of life quality, then SWB is an excellent 
national indicator of the degree to which it is 
being achieved. Whether our politicians and 
national statistical offices decide to collect data 
on subjective well-being is now based on 
political, rather than a scientific, reasoning.  
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The impacts of education or training programs 
are those that have the greatest impact on satis-
faction domains, this was expected given the 
nature of these programs. Being a beneficiary or 
having someone in the family participating in 
education or training programs increase satis-
faction with education in 0.23 units and satis-
faction with work in 0.22. Furthermore, being 
part of a beneficiary household decreases finan-
cial satisfaction by 0.28 units, which can be 
expected due to the present opportunity cost 
that people incur when educating themselves 
over their financial situation.

These results imply that public policy efforts 
must continue to ensure that social programs 
have a more comprehensive vision of individual 
well-being. Not only in terms of the variables 
which impact is estimated but in terms of 
program design. In addition, the importance of 
including subjective variables in policy evalua-
tion is evidenced. This can allow gathering 
more evidence on whether social programs 
have impacts on this type of variables of their 
beneficiaries.
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Croatia is a relatively small country in South-Eas-
tern Europe with 57 thousand square km of a 
land, 31 thousand square km of coastal sea and 
1246 islands. According to the 2011 Census, the 
Republic of Croatia has 4.3 million inhabitants. 
The capital is Zagreb with 790 thousand inhabi-
tants. Recent Croatian history has been marked 
by three important political events: the fall of 
communism (the first free elections in 1990), the 
declaration of independence from Yugoslavia 
(1991), and the War of Independence, which 
started in 1991 and ended in 1995, when Croatia 
regained much of its occupied territories by 
military force. The war caused serious conse-
quences in terms of human and material losses. 
The transitional problems together with war-re-
lated problems contributed to a slower economic 
development in Croatia than in other post-com-
munist countries. In July 2013 Croatia became 
the European Union member-state. Now Croatia 
is facing several challenges: recovery from 
economic crisis, demographic changes characte-
rized by an aging society with a high proportion 
of elderly people, shrinking working-age popula-
tion and relatively high unemployment rate.



Young people feel 
quite happy and 

satisfied with their 
lives, while in the 

middle thirties 
subjective well- being 
starts to be lower and 

the lowest levels are 
noticed in older 

generations, in people 
older than 65. This 

pattern is typical for 
transition countries. 

“

“
Subjective well-being of Croatian population is 
not yet at the agenda of political debate, nor is it 
monitored officially. However, there are resear-
chers who are working on a systematic monito-
ring of quality of life and subjective well-being 
indices. There are two main sources of data 
from which we can conclude about overall 
well-being of the society: systematic monitoring 
of well-being through public-opinion surveys 
conducted by Ivo Pilar Institute of Social Scien-
ces in Zagreb (named “Pilar’s Barometer of 
Croatian Society”), and  the European Quality of 
Life Survey (EQLS) which covers 28 EU coun-
tries. Institute of Social Sciences Ivo Pilar 
conducted seven surveys in years 2003, 2005, 
2007, 2008, 2014, 2015 and 2016, on nationally 
representative samples of Croatian citizens. 
Depending on the year, sample sizes varied 
from N=900 to N=4000 participants. Data was 
gathered via face-to-face interviews in partici-
pant’s home. By the similar methodology EQLS 
conducted three surveys with Croatia included: 
in 2007, 2012 and 2016. And additionally, there 
is a World Happiness Report which ranks world 
countries by their happiness levels every year 
since 2012. The World happiness report for 
2017 ranked Croatia right in the middle of 155 
world countries – at 77th position[1].
 
What are the main findings about the quality of 
life and subjective well-being of Croatian 
citizens? Systematically through the years 
subjective well-being levels (happiness and/or 
life satisfaction) are quite high, especially for 
the younger generations. Young people feel 
quite happy and satisfied with their lives, while 
in the middle thirties subjective well- being 
starts to be lower and the lowest levels are 
noticed in older generations, in people older 
than 65 years[2]. This pattern is typical for 
transition countries, while in more developed 
economies there is usually the U-shape 
relationship between age and subjective 
well-being, with younger and older people being 
happier than middle-aged people are. The most 
important reason for lower well-being in older 
generations is the relatively low income of 

retired people. The average old age pension in 
Croatia is about 40% of the average salary[3].In 
that respect, older people together with unem-
ployed and those with low education level can 
be considered as the most vulnerable social 
groups that are dependent on public goods 
provision.
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When speaking about different life domains, 
people in Croatia are the most satisfied with their 
relationships with family and friends. In that 
respect, the society can be generally viewed as 
traditional one, with strong family ties. Family is 
perceived as the primary source of informal 
social support, especially practical support, but 
also emotional and financial one. Despite chan-
ges in the traditional family structure, family, 
marriage and having children still dominate on 
the list of basic values of Croatian citizens, as 
shown by the European Values Study conducted 
in 2008. Besides satisfaction with family and 
friends, Croatian citizens through the years show 
the relatively high levels of satisfaction with their 
acceptance by the community and feelings of 
physical safety. Feeling of safety is one of the 
positive feature of Croatian society, as people in 
general feel quite safe in home, on the streets and 
in the public transport, even during the night[4]. 

According to the official crime statistics, Croatia 
is a relatively safe country and among the top 
25% of countries in the world with the lowest 
recorded crime rates for specific crimes. The 
most unsatisfying life domain for Croatian 
citizens is their material status/standard of 
living. About 10% of population rate own mate-
rial status as not satisfying at all since they 
cannot afford basic necessities. Among them 
there is a relatively high proportion of low educa-
ted, unemployed and those older than 65.
 
Overall trend of well-being from the year 2003 
until today shows increase between 2003 and 
2007, with sharp decrease in 2008 (when the 
economic crisis started) which continued until 
2014 when we can observe again slight increase 
in the following years. These trends in subjective 
well-being can be linked partly to the objective 
circumstances (economic crisis) but also to 
perceived quality of society. Between the years 
2008 and 2014 the general trust in public as well 
as political institutions was among the lowest in 
Europe. Croatian citizens expressed especially 
low levels of trust in justice (legal institutions), 
the national parliament, the government and the 

press[3]. Average rates of trust in institutions, at 
both individual and country level, was found to 
be strongly associated with the perception of 
corruption, which was high at those years. Howe-
ver, as the economic crisis ended we can observe 
increase in both objective and subjective indices 
of quality of life. Economic indicators for the 
country are improving in past two-three years 
and along with it also life satisfaction and happi-
ness of Croatian citizens.

According to the data of the largest project on 
subjective well-being in Croatia (CRO-WELL: 
Croatian longitudinal survey of well-being; 
conducted by the Ivo Pilar Institute of Social 
Sciences and financed by the Croatian Science 
Foundation) the life satisfaction and happiness of 
Croatian citizens nowadays is relatively high, 
about point 7 on the scale 0 to 10, where 0 means 
the lowest and 10 means the highest possible life 
satisfaction and/or happiness. Besides general 
figures this project has also some other interes-
ting data. It is designed to show how life circum-
stances affect well-being. However, at this early 
stage of the project which started in 2015 we do 
not yet have full longitudinal data to have all the 
answers, but from the data that were collected 
until now (about 5000 participants followed once 
a year), we can have some idea about well-being 
and its correlates. For example, it is clear that 
people experience far more positive than negati-
ve life events during the year. Among 69 diffe-
rent life events in five domains (Family and 
relationships, Job and finances, Health, Leisure 
activities and Legal issues) that were offered to 
participants, they experienced over the year on 
average five positive and only two negative life 
events. Among most frequent life events were 
those from the domains of Family and relation- 
ships and Leisure activities, while the least 
frequent were Legal issues. We analyzed the 
frequency of occurrence of particular life events 
within each life domain.  The most frequent 
event within the Family and relationships 
domain was “falling in love” while the least 
frequent was “death of the child”. In the Job and 
finances domain the most frequent event was  
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The monitoring of 
subjective well-being 
can provide valuable 
data. It feels good to 

be happy, but we 
know from 

numerous scientific 
evidence that happy 

people tend to be 
successful across 

multiple life domains 
and have more 

positive work 
behavior.

“

“
“getting temporary job”, and the least “significant 
material or financial gain”. In Health domain the 
most frequent event was reported “health impro-
vement”. In Leisure activities domain “going to 
summer or winter vacation” was the most 
frequent event. In Legal issues domain the most 
frequent was “took part in legal process” while 
“sexual abuse” was the least frequent event. 
Women experienced on average more positive 
and negative events during the year than men 
did. Interestingly they also rated positive events 
as more positive and negative events as more 
negative and additionally all events as more 
important than men did. This speaks in favor of 
women being more emotional and sensitive to 
life circumstances. As expected, younger people 
experienced more positive events than older 
ones, while there were no differences in occu-
rrence of negative events in relation to age. Preli-
minary analyses of relationships between expe-
rienced life events and subsequent well-being a 
year later shows that frequent past positive 
events were associated with better life satisfac-
tion, more positive and less negative emotions a 
year later. Frequency of past negative events was 
not significant predictor of well-being a year 
later. The findings highlight the positive long 
lasting impact of past positive events on compo-
nents of well-being. Although at this early stage, 
this longitudinal survey is expected to bring 
interesting and important findings on relation- 
ships between life circumstances and well-being 
of Croatian citizens.

As for the general trends in quality of life of 
Croatian population, we expect general increase 
in different well-being indicators in the future, as 
the country is undergoing slow but stable econo-
mic development.  The monitoring of subjective 
well-being can provide valuable data. It feels 
good to be happy, but we know from numerous 
scientific evidence that happy people tend to be 
successful across multiple life domains and have 
more positive work behavior. In our recent 
analysis of representative samples of happy and 
unhappy Croatians we showed that happy people 
are more satisfied, of better subjective health, 
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report higher trust in people and institutions, and 
are more engaged in various activities and       
community life than the unhappy ones[5]. Subjec-
tive well-being should therefore be seriously 
considered in policymaking, as an increase in 
individual well-being benefits society as a whole.
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Research on happiness has recently become a 
hot topic in economics. For a long time, econo-
mists were convinced that it is not possible to 
measure utility. Therefore they developed 
micro-economic theory avoiding measuring 
individual utilities by relying on “revealed 
preference”. This theory was quite successful in 
many respects. In particular, it enabled exten-
ding economics to areas outside the narrow 
field of economics. Considerable insights were 
gained for instance with respect to politics, the 
natural environment, the family, or art and 
culture. Much of this successful extension is 
due to Becker[1,2,3]. This development was 
coined “economic imperialism” because it 
introduced economic concepts into other disci-
plines and areas. 

Essentially since the turn of the century, there 
has been cumulative research on well-being (or, 
more shortly happiness). This research has 
been inspired by social psychologists, i.e. 
economics has been an importer of concepts 
and methods from another discipline. Today, 
research on happiness is truly interdisciplinary. 
In contrast to previous scholarly research by 
philosophers, the modern research undertaken 
by economists and psychologists is strongly 
based on empirical data collected by careful 
surveys and analyzed by extensive econometric 
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Major results of happiness research

The econometric research on the determinants 
of well-being has reached challenging and 
important results. Many of them are in line with 
standard economic theory as conventionally 
taught at most universities all over the world. 
Among the best known results are:

• Individuals and households with higher income 
state to be happier – i.e. their subjective life 
satisfaction is higher – than those with lower 
income. There is a diminishing marginal effect of 
income on happiness. People rather quickly 
adapt to higher income, and they tend to 
compare themselves with people of higher 
income; this reduces their level of well-being 
because they consider themselves to be relatively 
less well-off. 

• One of the most important factors for 
individual well-being are satisfactory personal 
relationships. Those persons having a good 
family life, friends and acquaintances are more 
satisfied with their lives than isolated persons.

• Good physical and psychic health are part of the 
most significant contributors to happiness. The 
inverse relationship also holds: happy persons 
are less affected by contagious diseases.

• To live in a democracy makes happy; 
individuals value the possibility to politically 
participate in a meaningful and effective way. 
People are also more satisfied with their lives if 
as many political decisions as possible are taken 
on a decentralized level.

These results are consistent with economic 
thinking. However, they do not necessarily 
correspond to what laypersons think and believe. 
For example, many think that people in poor 
developing nations are happier than those living 
in countries with higher average income, 
presumably they assume that they are under less 
economic pressure. The empirical research on 
happiness has demonstrated in a great number of 

studies that this idea is mistaken. It greatly 
contributes to happiness if one lives in a rich 
country. Many people also believe that artists are 
unhappy because only then they can be 
productive and creative. Empirical happiness 
research also rejects this notion[11]. 

The econometrically based research on 
well-being has also produced results, which are 
not in line with standard economic theory. These 
are three examples:

• The unemployed are dramatically less happy 
than persons having a job. This result holds even 
when income is kept constant. Thus the reason 
why unemployed persons are much less happy is 
not (only) due to reduced income. This appears 
surprising to conventional economics. In that 
theory, work is considered a burden or a cost. 
People are assumed to work solely because of the 
pay they receive. Thus, to receive the same 
income but not having to work should raise 
well-being.

• The self-employed work more hours and on 
average have a lower income and higher risk than 
employees of firm or other organizations. 
Nevertheless, careful happiness studies reveal 
that the self-employed (ceteris paribus) are 
happier than those working as employees.

• According to standard economic theory more 
money and leisure always contribute to utility. 
Empirical studies on well-being suggest that the 
opposite also holds. Those giving money to other 
persons, or engaging in voluntary unpaid work 
are more satisfied with their lives than those 
persons giving less or nothing to others.

Ex post explanations

Once confronted with these results, modern 
economists are well equipped to provide ex post 
explanations. Such explanations made 
afterwards need to be clearly distinguished from 
predictions made before the empirical result has 
been reached. For the three results mentioned 

before not in line with standard economic 
theory, the following perfectly reasonable 
explanations can be offered:

• The unemployed with equal income are less 
happy. This result can easily be explained by 
introducing ex post additional arguments in the 
utility function. When social relationships, 
reputation, recognition and self- esteem are 
relevant factors in individual utility functions, 
the unemployed are in a bad situation. They 
quickly lose social contacts because they lose 
their work environment, and they may even be 
ridiculed and disregarded by others. Above all 
they lose their self-esteem. These negative factors 
easily overshadow the possible advantages of 
getting income without having to work.

• The self-employed are happier. To explain this 
result one only needs to introduce the notion that 
people are risk loving. Those persons seeking 
independent work probably have a strong desire to 
take risks, and are therefore happy with working 
hard and long hours. The result may also be 
explained in a quite different way. People are 
prone to overestimate the chance of being 
successful in what they engage in. We therefore 
observe many persons in situations in which they 
are happy but thereafter fail. Introducing 
autonomy as a determinant can also serve to 
extend the utility function. Self-employed workers 
enjoy their autonomy and are therefore happier 
than those working in a hierarchical setting.

• Giving makes happy. This result can be 
explained by a desire to induce reciprocity by the 
persons receiving a gift. If such reciprocity is 
strong enough according to standard theory, it is 
rational to give. Even if this is not the case, the 
givers may raise their reputation in society. They 
therewith demonstrate that they are rich enough 
to afford to be generous. Such action may help 
them to increase their status in society.

The explanations offered make sense and can 
easily be introduced into economic theory. 
However, in each case additional assumptions 

are required to reach such reasonable 
explanations. This procedure is perfectly all right 
as long as the additional explanations are not 
introduced ad hoc. If the extensions are 
introduced ad hoc, it is impossible to advance 
empirically testable hypotheses. But to be able to 
advance hypotheses, which can be wrong and 
therefore need to be tested empirically, is one of 
the most important foundations of any science.
 
This notion shall be made clear with the example 
of the “happy self-employed”. Standard 
economics would predict that a person working 
harder and longer, having to bear higher risk, and 
moreover earning less has a lower utility than a 
person working less and earning more in a less 
risky occupation. Such a statement should only be 
made on the basis of a utility function, which 
always and from the beginning includes a desire 
for autonomy and risk. Such a utility function 
must be formulated before a prediction about a 
person’s utility level or happiness is made. 

Conclusion

The advent of happiness research can in two 
respects be considered a happy occasion for 
economics. 

Firstly, the modern interdisciplinary and strongly 
empirical happiness research clarifies the limits of 
standard economics. It directs attention to new 
aspects, which economic theory has little or not at 
all considered. Among them are for instance social 
relationships and particular political institutions 
with respect to political participation rights and 
decentralization. In addition, values such as 
recognition, autonomy or the benefits derived from 
fair procedures (procedural utility) are suggested as 
relevant arguments in the utility function. Standard 
economics is usefully generalized if such aspects and 
values are introduced as an integral part of a more 
encompassing theory. Research on happiness makes 
important contributions in this respect.

Secondly, the research on well-being provides 
crucial insights for economic and social policy 

deviating from a fixation on Gross National 
Product. The digitalization of our world makes 
many activities free of charge; they are no longer 
done on markets. As a result GNP incompletely, 
or not at all, captures them. As recognition by 
other persons is an important motivator for 
human behavior, pay-for-performance becomes 
increasingly questionable as an incentive 
mechanism, and there are other possibilities – 
such as awards[12,13,14] – able to meet this desire. 
The research on happiness also calls attention to 
the relationship of psychic health on individual 
well-being[15,16]. In modern societies the concept 
of health has changed. While considerable 
progress was made with respect to supporting 
physical health, psychic problems become more 
relevant. Well-being research has emphasized 
the importance of these aspects for a long time.
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estimates. The results gained are based on 
estimation equations simultaneously taking 
into account a large number of determinants 
relating to socio-demographic, economic, 
social, and political aspects. 

The results reported in the following vary only 
one determinant at one time, i.e. they hold 
when all the other determinants are kept cons-
tant (ceteris paribus).  

Some of the insights gained are in line with 
general public opinion, but other insights are 
novel and surprising[4,5,6,7,8,9,10].

This research has 
been inspired by 
social psychologists, 
i.e. economics has 
been an importer of 
concepts and 
methods from 
another discipline. 
Today, research on 
happiness is truly 
interdisciplinary.
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Major results of happiness research

The econometric research on the determinants 
of well-being has reached challenging and 
important results. Many of them are in line with 
standard economic theory as conventionally 
taught at most universities all over the world. 
Among the best known results are:

• Individuals and households with higher income 
state to be happier – i.e. their subjective life 
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surprising to conventional economics. In that 
theory, work is considered a burden or a cost. 
People are assumed to work solely because of the 
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are more satisfied with their lives than those 
persons giving less or nothing to others.
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take risks, and are therefore happy with working 
hard and long hours. The result may also be 
explained in a quite different way. People are 
prone to overestimate the chance of being 
successful in what they engage in. We therefore 
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are happy but thereafter fail. Introducing 
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enjoy their autonomy and are therefore happier 
than those working in a hierarchical setting.
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persons receiving a gift. If such reciprocity is 
strong enough according to standard theory, it is 
rational to give. Even if this is not the case, the 
givers may raise their reputation in society. They 
therewith demonstrate that they are rich enough 
to afford to be generous. Such action may help 
them to increase their status in society.

The explanations offered make sense and can 
easily be introduced into economic theory. 
However, in each case additional assumptions 

are required to reach such reasonable 
explanations. This procedure is perfectly all right 
as long as the additional explanations are not 
introduced ad hoc. If the extensions are 
introduced ad hoc, it is impossible to advance 
empirically testable hypotheses. But to be able to 
advance hypotheses, which can be wrong and 
therefore need to be tested empirically, is one of 
the most important foundations of any science.
 
This notion shall be made clear with the example 
of the “happy self-employed”. Standard 
economics would predict that a person working 
harder and longer, having to bear higher risk, and 
moreover earning less has a lower utility than a 
person working less and earning more in a less 
risky occupation. Such a statement should only be 
made on the basis of a utility function, which 
always and from the beginning includes a desire 
for autonomy and risk. Such a utility function 
must be formulated before a prediction about a 
person’s utility level or happiness is made. 

Conclusion

The advent of happiness research can in two 
respects be considered a happy occasion for 
economics. 

Firstly, the modern interdisciplinary and strongly 
empirical happiness research clarifies the limits of 
standard economics. It directs attention to new 
aspects, which economic theory has little or not at 
all considered. Among them are for instance social 
relationships and particular political institutions 
with respect to political participation rights and 
decentralization. In addition, values such as 
recognition, autonomy or the benefits derived from 
fair procedures (procedural utility) are suggested as 
relevant arguments in the utility function. Standard 
economics is usefully generalized if such aspects and 
values are introduced as an integral part of a more 
encompassing theory. Research on happiness makes 
important contributions in this respect.

Secondly, the research on well-being provides 
crucial insights for economic and social policy 

deviating from a fixation on Gross National 
Product. The digitalization of our world makes 
many activities free of charge; they are no longer 
done on markets. As a result GNP incompletely, 
or not at all, captures them. As recognition by 
other persons is an important motivator for 
human behavior, pay-for-performance becomes 
increasingly questionable as an incentive 
mechanism, and there are other possibilities – 
such as awards[12,13,14] – able to meet this desire. 
The research on happiness also calls attention to 
the relationship of psychic health on individual 
well-being[15,16]. In modern societies the concept 
of health has changed. While considerable 
progress was made with respect to supporting 
physical health, psychic problems become more 
relevant. Well-being research has emphasized 
the importance of these aspects for a long time.
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taught at most universities all over the world. 
Among the best known results are:
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adapt to higher income, and they tend to 
compare themselves with people of higher 
income; this reduces their level of well-being 
because they consider themselves to be relatively 
less well-off. 

• One of the most important factors for 
individual well-being are satisfactory personal 
relationships. Those persons having a good 
family life, friends and acquaintances are more 
satisfied with their lives than isolated persons.

• Good physical and psychic health are part of the 
most significant contributors to happiness. The 
inverse relationship also holds: happy persons 
are less affected by contagious diseases.

• To live in a democracy makes happy; 
individuals value the possibility to politically 
participate in a meaningful and effective way. 
People are also more satisfied with their lives if 
as many political decisions as possible are taken 
on a decentralized level.

These results are consistent with economic 
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correspond to what laypersons think and believe. 
For example, many think that people in poor 
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presumably they assume that they are under less 
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studies that this idea is mistaken. It greatly 
contributes to happiness if one lives in a rich 
country. Many people also believe that artists are 
unhappy because only then they can be 
productive and creative. Empirical happiness 
research also rejects this notion[11]. 

The econometrically based research on 
well-being has also produced results, which are 
not in line with standard economic theory. These 
are three examples:

• The unemployed are dramatically less happy 
than persons having a job. This result holds even 
when income is kept constant. Thus the reason 
why unemployed persons are much less happy is 
not (only) due to reduced income. This appears 
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theory, work is considered a burden or a cost. 
People are assumed to work solely because of the 
pay they receive. Thus, to receive the same 
income but not having to work should raise 
well-being.

• The self-employed work more hours and on 
average have a lower income and higher risk than 
employees of firm or other organizations. 
Nevertheless, careful happiness studies reveal 
that the self-employed (ceteris paribus) are 
happier than those working as employees.

• According to standard economic theory more 
money and leisure always contribute to utility. 
Empirical studies on well-being suggest that the 
opposite also holds. Those giving money to other 
persons, or engaging in voluntary unpaid work 
are more satisfied with their lives than those 
persons giving less or nothing to others.

Ex post explanations

Once confronted with these results, modern 
economists are well equipped to provide ex post 
explanations. Such explanations made 
afterwards need to be clearly distinguished from 
predictions made before the empirical result has 
been reached. For the three results mentioned 

before not in line with standard economic 
theory, the following perfectly reasonable 
explanations can be offered:

• The unemployed with equal income are less 
happy. This result can easily be explained by 
introducing ex post additional arguments in the 
utility function. When social relationships, 
reputation, recognition and self- esteem are 
relevant factors in individual utility functions, 
the unemployed are in a bad situation. They 
quickly lose social contacts because they lose 
their work environment, and they may even be 
ridiculed and disregarded by others. Above all 
they lose their self-esteem. These negative factors 
easily overshadow the possible advantages of 
getting income without having to work.

• The self-employed are happier. To explain this 
result one only needs to introduce the notion that 
people are risk loving. Those persons seeking 
independent work probably have a strong desire to 
take risks, and are therefore happy with working 
hard and long hours. The result may also be 
explained in a quite different way. People are 
prone to overestimate the chance of being 
successful in what they engage in. We therefore 
observe many persons in situations in which they 
are happy but thereafter fail. Introducing 
autonomy as a determinant can also serve to 
extend the utility function. Self-employed workers 
enjoy their autonomy and are therefore happier 
than those working in a hierarchical setting.

• Giving makes happy. This result can be 
explained by a desire to induce reciprocity by the 
persons receiving a gift. If such reciprocity is 
strong enough according to standard theory, it is 
rational to give. Even if this is not the case, the 
givers may raise their reputation in society. They 
therewith demonstrate that they are rich enough 
to afford to be generous. Such action may help 
them to increase their status in society.

The explanations offered make sense and can 
easily be introduced into economic theory. 
However, in each case additional assumptions 

are required to reach such reasonable 
explanations. This procedure is perfectly all right 
as long as the additional explanations are not 
introduced ad hoc. If the extensions are 
introduced ad hoc, it is impossible to advance 
empirically testable hypotheses. But to be able to 
advance hypotheses, which can be wrong and 
therefore need to be tested empirically, is one of 
the most important foundations of any science.
 
This notion shall be made clear with the example 
of the “happy self-employed”. Standard 
economics would predict that a person working 
harder and longer, having to bear higher risk, and 
moreover earning less has a lower utility than a 
person working less and earning more in a less 
risky occupation. Such a statement should only be 
made on the basis of a utility function, which 
always and from the beginning includes a desire 
for autonomy and risk. Such a utility function 
must be formulated before a prediction about a 
person’s utility level or happiness is made. 

Conclusion

The advent of happiness research can in two 
respects be considered a happy occasion for 
economics. 

Firstly, the modern interdisciplinary and strongly 
empirical happiness research clarifies the limits of 
standard economics. It directs attention to new 
aspects, which economic theory has little or not at 
all considered. Among them are for instance social 
relationships and particular political institutions 
with respect to political participation rights and 
decentralization. In addition, values such as 
recognition, autonomy or the benefits derived from 
fair procedures (procedural utility) are suggested as 
relevant arguments in the utility function. Standard 
economics is usefully generalized if such aspects and 
values are introduced as an integral part of a more 
encompassing theory. Research on happiness makes 
important contributions in this respect.

Secondly, the research on well-being provides 
crucial insights for economic and social policy 

deviating from a fixation on Gross National 
Product. The digitalization of our world makes 
many activities free of charge; they are no longer 
done on markets. As a result GNP incompletely, 
or not at all, captures them. As recognition by 
other persons is an important motivator for 
human behavior, pay-for-performance becomes 
increasingly questionable as an incentive 
mechanism, and there are other possibilities – 
such as awards[12,13,14] – able to meet this desire. 
The research on happiness also calls attention to 
the relationship of psychic health on individual 
well-being[15,16]. In modern societies the concept 
of health has changed. While considerable 
progress was made with respect to supporting 
physical health, psychic problems become more 
relevant. Well-being research has emphasized 
the importance of these aspects for a long time.
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Major results of happiness research

The econometric research on the determinants 
of well-being has reached challenging and 
important results. Many of them are in line with 
standard economic theory as conventionally 
taught at most universities all over the world. 
Among the best known results are:

• Individuals and households with higher income 
state to be happier – i.e. their subjective life 
satisfaction is higher – than those with lower 
income. There is a diminishing marginal effect of 
income on happiness. People rather quickly 
adapt to higher income, and they tend to 
compare themselves with people of higher 
income; this reduces their level of well-being 
because they consider themselves to be relatively 
less well-off. 

• One of the most important factors for 
individual well-being are satisfactory personal 
relationships. Those persons having a good 
family life, friends and acquaintances are more 
satisfied with their lives than isolated persons.

• Good physical and psychic health are part of the 
most significant contributors to happiness. The 
inverse relationship also holds: happy persons 
are less affected by contagious diseases.

• To live in a democracy makes happy; 
individuals value the possibility to politically 
participate in a meaningful and effective way. 
People are also more satisfied with their lives if 
as many political decisions as possible are taken 
on a decentralized level.

These results are consistent with economic 
thinking. However, they do not necessarily 
correspond to what laypersons think and believe. 
For example, many think that people in poor 
developing nations are happier than those living 
in countries with higher average income, 
presumably they assume that they are under less 
economic pressure. The empirical research on 
happiness has demonstrated in a great number of 

studies that this idea is mistaken. It greatly 
contributes to happiness if one lives in a rich 
country. Many people also believe that artists are 
unhappy because only then they can be 
productive and creative. Empirical happiness 
research also rejects this notion[11]. 

The econometrically based research on 
well-being has also produced results, which are 
not in line with standard economic theory. These 
are three examples:

• The unemployed are dramatically less happy 
than persons having a job. This result holds even 
when income is kept constant. Thus the reason 
why unemployed persons are much less happy is 
not (only) due to reduced income. This appears 
surprising to conventional economics. In that 
theory, work is considered a burden or a cost. 
People are assumed to work solely because of the 
pay they receive. Thus, to receive the same 
income but not having to work should raise 
well-being.

• The self-employed work more hours and on 
average have a lower income and higher risk than 
employees of firm or other organizations. 
Nevertheless, careful happiness studies reveal 
that the self-employed (ceteris paribus) are 
happier than those working as employees.

• According to standard economic theory more 
money and leisure always contribute to utility. 
Empirical studies on well-being suggest that the 
opposite also holds. Those giving money to other 
persons, or engaging in voluntary unpaid work 
are more satisfied with their lives than those 
persons giving less or nothing to others.

Ex post explanations

Once confronted with these results, modern 
economists are well equipped to provide ex post 
explanations. Such explanations made 
afterwards need to be clearly distinguished from 
predictions made before the empirical result has 
been reached. For the three results mentioned 

before not in line with standard economic 
theory, the following perfectly reasonable 
explanations can be offered:

• The unemployed with equal income are less 
happy. This result can easily be explained by 
introducing ex post additional arguments in the 
utility function. When social relationships, 
reputation, recognition and self- esteem are 
relevant factors in individual utility functions, 
the unemployed are in a bad situation. They 
quickly lose social contacts because they lose 
their work environment, and they may even be 
ridiculed and disregarded by others. Above all 
they lose their self-esteem. These negative factors 
easily overshadow the possible advantages of 
getting income without having to work.

• The self-employed are happier. To explain this 
result one only needs to introduce the notion that 
people are risk loving. Those persons seeking 
independent work probably have a strong desire to 
take risks, and are therefore happy with working 
hard and long hours. The result may also be 
explained in a quite different way. People are 
prone to overestimate the chance of being 
successful in what they engage in. We therefore 
observe many persons in situations in which they 
are happy but thereafter fail. Introducing 
autonomy as a determinant can also serve to 
extend the utility function. Self-employed workers 
enjoy their autonomy and are therefore happier 
than those working in a hierarchical setting.

• Giving makes happy. This result can be 
explained by a desire to induce reciprocity by the 
persons receiving a gift. If such reciprocity is 
strong enough according to standard theory, it is 
rational to give. Even if this is not the case, the 
givers may raise their reputation in society. They 
therewith demonstrate that they are rich enough 
to afford to be generous. Such action may help 
them to increase their status in society.

The explanations offered make sense and can 
easily be introduced into economic theory. 
However, in each case additional assumptions 

are required to reach such reasonable 
explanations. This procedure is perfectly all right 
as long as the additional explanations are not 
introduced ad hoc. If the extensions are 
introduced ad hoc, it is impossible to advance 
empirically testable hypotheses. But to be able to 
advance hypotheses, which can be wrong and 
therefore need to be tested empirically, is one of 
the most important foundations of any science.
 
This notion shall be made clear with the example 
of the “happy self-employed”. Standard 
economics would predict that a person working 
harder and longer, having to bear higher risk, and 
moreover earning less has a lower utility than a 
person working less and earning more in a less 
risky occupation. Such a statement should only be 
made on the basis of a utility function, which 
always and from the beginning includes a desire 
for autonomy and risk. Such a utility function 
must be formulated before a prediction about a 
person’s utility level or happiness is made. 

Conclusion

The advent of happiness research can in two 
respects be considered a happy occasion for 
economics. 

Firstly, the modern interdisciplinary and strongly 
empirical happiness research clarifies the limits of 
standard economics. It directs attention to new 
aspects, which economic theory has little or not at 
all considered. Among them are for instance social 
relationships and particular political institutions 
with respect to political participation rights and 
decentralization. In addition, values such as 
recognition, autonomy or the benefits derived from 
fair procedures (procedural utility) are suggested as 
relevant arguments in the utility function. Standard 
economics is usefully generalized if such aspects and 
values are introduced as an integral part of a more 
encompassing theory. Research on happiness makes 
important contributions in this respect.

Secondly, the research on well-being provides 
crucial insights for economic and social policy 

deviating from a fixation on Gross National 
Product. The digitalization of our world makes 
many activities free of charge; they are no longer 
done on markets. As a result GNP incompletely, 
or not at all, captures them. As recognition by 
other persons is an important motivator for 
human behavior, pay-for-performance becomes 
increasingly questionable as an incentive 
mechanism, and there are other possibilities – 
such as awards[12,13,14] – able to meet this desire. 
The research on happiness also calls attention to 
the relationship of psychic health on individual 
well-being[15,16]. In modern societies the concept 
of health has changed. While considerable 
progress was made with respect to supporting 
physical health, psychic problems become more 
relevant. Well-being research has emphasized 
the importance of these aspects for a long time.
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Introduction

In recent decades, the study of happiness or 
subjective wellbeing has gained interest in the 
economic literature, giving rise to the so-called 
"happiness economics". Most of this literature has 
focused on the relationship between income and 
subjective wellbeing, pointing to a significant 
positive effect of income on wellbeing. However, 
this relationship is not straightforward: on avera-
ge, individuals with higher levels of income seem 
to enjoy greater satisfaction, although the levels 
of wellbeing do not tend to increase as a society 
becomes richer. This result was early pointed by 
Easterlin[1] and several explanations have been 
proposed to solve this paradox, most of them 
focusing on the role of relative income, income 
adaptation or rising income aspirations. In gene-
ral, the empirical evidence shows the importance 
of relative income and social comparison[2,3] and 
several studies also suggest that individuals tend 
to adapt to their income, with greater adaption in 
terms of wellbeing when income increases[4]. In 
regard to aspirations, although they are difficult 

to measure, some studies suggest that aspirations 
tend to grow with income, so that the positive 
effects on subjective well-being coming from a 
higher income could be offset by an increase in 
individual's aspirations[5]. Finally, some "collate-
ral effects" of economic growth are sometimes 
emphasized, pointing to the negative effects that 
might come with higher levels of income, such as 
a worsening of social relations (relational goods), 
higher levels of stress, pollution or other environ-
mental effects[6]. 

When studying the empirical relationship 
between income and wellbeing, it is usual to 
introduce some control variables related to diffe-
rent individual and demographic characteristics 
and institutional and socio-cultural factors. 
Looking at the individual variables, there is a 
strong consensus on the positive effects of health 
on subjective wellbeing[7] or on the effects of age, 
with a U-shaped relationship showing that 
subjective wellbeing tends to be lower (once 
other variables are controlled for) in the middle 
age[8]. Evidence is also found supporting that 
married people, or people living with a partner, 
are more satisfied[9]. In contrast, a significant 
negative impact on individual wellbeing is found 
for being unemployed, this being so even when 
income effects are controlled for[10]. Furthermo-
re, other individual variables such as the educa-
tion level, the gender or having children show 
more ambiguous effects on wellbeing. Focusing 
on institutional and socio-cultural factors, 
subjective wellbeing also appears to differ across 
countries in ways that can be explained by diffe-
rences in freedoms, social capital and trust[11]; 
moreover, the empirical evidence also suggests 
that social capital at the aggregate level has a 
positive effect on individual wellbeing, thus 
pointing to an external or environmental effect 
of social capital.[12] 

Education and subjective wellbeing

The ambiguous effects of education on 
subjective wellbeing call for a closer look at this 
relationship. At first, education appears to be 

significant and positively correlated with 
individual wellbeing in less developed 
countries[13],whereas this relationship tends to 
be weaker or even negative in countries with 
higher levels of per capita income[10]; this result 
suggests that the relationship between 
education and subjective wellbeing is 
non-linear. Moreover, even when a positive 
correlation between education and subjective 
wellbeing is found, this correlation tends to be 
reduced or to disappear when income and other 
occupational and social variables are controlled 
for[2], thus suggesting that the effects of 
education on individual wellbeing manifest in an 
indirect way through other variables such as 
health, labor participation, employment 
conditions, and particularly through income.

It is generally assumed, often implicitly, that 
income contributes to subjective wellbeing by 
allowing the individuals to satisfy their needs. 
However, higher levels of income do not 
necessarily translate into satisfaction since 
different types of consumption might contribute 
to individual wellbeing in different ways. Some 
theories emphasize the existence of a hierarchy 
related to the satisfaction of the individuals’ 
needs: starting from low levels of income, any 
income increase allows one to satisfy basic needs 
and increase individual satisfaction; however, 
when basic needs are satisfied, additional income 
increases do not guarantee per se the satisfaction 
of superior needs. In this line, Scitowsky[14] 
distinguished between comfort goods and 
stimulation goods. Comfort goods are subject to 
adaptation processes and are related to status or 
positional needs, and consequently their 
contribution to happiness is very fleeting. 
However, stimulation goods relate to the 
creativity of the individuals and have more lasting 
effects on wellbeing. Moreover, opposite to what 
happen with superfluous or luxury goods, 
stimulation or superior goods allow one to satisfy 
needs of self-realization. According to the 
self-determination theory[15], education can 
promote subjective wellbeing to the extent that it 
contributes to satisfying the psychological needs 
of relationship, autonomy, and competence, 
which could then be seen as intrinsic rewards to 
educational activities. However, the educational 
effort made by individuals could also respond to 
extrinsic rewards, mainly linked to income and 
returns coming from the labor market. In this 
sense, Scitovsky[16] emphasizes the cultural bias 
which appears in the individuals’ education in 
favor of production and skills demanded by the 
labor market at the expense of a liberal education 
oriented to the consumption of superior goods. 
The individuals dedicate greater time and effort 
to acquire specialized knowledge and skills 
oriented towards the production processes, 
without an education effort aimed to increase 
stimulus activities contributing to wellbeing. The 
expected rewards of education tend therefore to 

be extrinsic, showing the role that it plays to get a 
better job, higher wages, or to attain a higher 
status; education would then be seen as a 
positional good[17].
 
When extrinsic rewards are at play, aspiration 
mechanisms will appear. Subjective wellbeing 
depends on the difference between real 
opportunities and perceived opportunities which 
shape individuals’ aspirations: higher 
opportunities can lead to greater wellbeing but 
they can also increase individuals’ aspirations 
and be a source of dissatisfaction. Education is 
among the variables that can explain both real 
opportunities and individuals’ aspirations since it 
offers greater opportunities for employment and 
income while its consideration as a positional 
good contributes to explain the formation of 
aspirations. Following Ferrante[18], the work and 
consumption opportunities and the individuals’ 
aspirations are determined both by the 
individuals’ abilities or skills and by external 
variables or environmental opportunities (i.e. 
institutional system, economic and labor market 
conditions, etc.). The effect of education on 
subjective wellbeing will at first be ambiguous: if 
real opportunities increase with education to a 
greater extent than aspirations, the effect of 
education on subjective wellbeing would be 
positive; on the other hand, if aspirations grow 
faster than real opportunities, the effect of 
education on individuals’ wellbeing would be 
negative. Although Ferrante's study focuses on a 
single country and get by without variables 
related to environmental opportunities, these 
ideas allow one to understand the different 
effects that education has on subjective 
wellbeing in countries with different levels of 
development. Thus, in more developed 
countries, where environmental opportunities 
are in principle more favorable, the 
socio-economic aspirations of the individuals 
tend to grow with education to a greater extent 
than real opportunities, which may be limited, 
for example, by an overqualified supply in the 
labor market or by mismatches between the 
education system and the labor market; in this 

context, the empirical evidence suggests that 
over-qualification leads to lower perceived 
wellbeing[19]. On the other hand, in less 
developed countries, where environmental 
opportunities are more unfavorable (e.g. worse 
economic conditions and/or weaker 
institutions), education can in fact offer better 
real opportunities than those perceived by the 
individuals since the formation of aspirations 
tend to be weak, with a consequently positive 
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effect of education on subjective wellbeing.
Conclusions

The empirical evidence suggests that education 
positively affects subjective wellbeing, though in 
an indirect manner and with a non-linear 
relationship. Education seems to affect 
subjective wellbeing through variables such as 
health, labor participation, employment 
conditions, and mainly through income. 
Education can enlarge the variety of goods that 
the individuals can enjoy, encouraging the 
consumption of stimulation goods and activities 
which contribute to the satisfaction of superior 
needs. However, two factors can limit this 
positive effect of education. On the one hand, 
economic development may deteriorate the 
process of production and consumption of 
superior goods, raising their price relative to 
comfort goods, which are progressively cheaper 
as a result of technical progress and 
standardization. On the other hand, from a 
certain educational level the education processes 
are oriented towards the acquisition of 
specialized knowledge and skills demanded by 
the labor market; this would explain that general 
education shows positive effects on subjective 
wellbeing whereas more specialized education 
(e.g. higher education) appears to be linked to 
external rewards and hardly leads to the 
satisfaction of superior needs. Finally, education 
can be seen as a positional good which allows one 
to get a better job, higher income or greater 
status. Education offers greater opportunities to 
individuals, but at the same time it will increase 
their aspirations. In addition to the individual’s 
education, the socio-economic context will 
condition real and perceived opportunities (i.e. 
aspirations), what allows one to understand the 
different effect of education on subjective 
wellbeing in countries with different levels of 
development, with this effect being weaker in 
more developed countries where perceived 
opportunities and aspirations might grow faster 
than real opportunities.
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Introduction

In recent decades, the study of happiness or 
subjective wellbeing has gained interest in the 
economic literature, giving rise to the so-called 
"happiness economics". Most of this literature has 
focused on the relationship between income and 
subjective wellbeing, pointing to a significant 
positive effect of income on wellbeing. However, 
this relationship is not straightforward: on avera-
ge, individuals with higher levels of income seem 
to enjoy greater satisfaction, although the levels 
of wellbeing do not tend to increase as a society 
becomes richer. This result was early pointed by 
Easterlin[1] and several explanations have been 
proposed to solve this paradox, most of them 
focusing on the role of relative income, income 
adaptation or rising income aspirations. In gene-
ral, the empirical evidence shows the importance 
of relative income and social comparison[2,3] and 
several studies also suggest that individuals tend 
to adapt to their income, with greater adaption in 
terms of wellbeing when income increases[4]. In 
regard to aspirations, although they are difficult 

to measure, some studies suggest that aspirations 
tend to grow with income, so that the positive 
effects on subjective well-being coming from a 
higher income could be offset by an increase in 
individual's aspirations[5]. Finally, some "collate-
ral effects" of economic growth are sometimes 
emphasized, pointing to the negative effects that 
might come with higher levels of income, such as 
a worsening of social relations (relational goods), 
higher levels of stress, pollution or other environ-
mental effects[6]. 

When studying the empirical relationship 
between income and wellbeing, it is usual to 
introduce some control variables related to diffe-
rent individual and demographic characteristics 
and institutional and socio-cultural factors. 
Looking at the individual variables, there is a 
strong consensus on the positive effects of health 
on subjective wellbeing[7] or on the effects of age, 
with a U-shaped relationship showing that 
subjective wellbeing tends to be lower (once 
other variables are controlled for) in the middle 
age[8]. Evidence is also found supporting that 
married people, or people living with a partner, 
are more satisfied[9]. In contrast, a significant 
negative impact on individual wellbeing is found 
for being unemployed, this being so even when 
income effects are controlled for[10]. Furthermo-
re, other individual variables such as the educa-
tion level, the gender or having children show 
more ambiguous effects on wellbeing. Focusing 
on institutional and socio-cultural factors, 
subjective wellbeing also appears to differ across 
countries in ways that can be explained by diffe-
rences in freedoms, social capital and trust[11]; 
moreover, the empirical evidence also suggests 
that social capital at the aggregate level has a 
positive effect on individual wellbeing, thus 
pointing to an external or environmental effect 
of social capital.[12] 

Education and subjective wellbeing

The ambiguous effects of education on 
subjective wellbeing call for a closer look at this 
relationship. At first, education appears to be 

significant and positively correlated with 
individual wellbeing in less developed 
countries[13],whereas this relationship tends to 
be weaker or even negative in countries with 
higher levels of per capita income[10]; this result 
suggests that the relationship between 
education and subjective wellbeing is 
non-linear. Moreover, even when a positive 
correlation between education and subjective 
wellbeing is found, this correlation tends to be 
reduced or to disappear when income and other 
occupational and social variables are controlled 
for[2], thus suggesting that the effects of 
education on individual wellbeing manifest in an 
indirect way through other variables such as 
health, labor participation, employment 
conditions, and particularly through income.

It is generally assumed, often implicitly, that 
income contributes to subjective wellbeing by 
allowing the individuals to satisfy their needs. 
However, higher levels of income do not 
necessarily translate into satisfaction since 
different types of consumption might contribute 
to individual wellbeing in different ways. Some 
theories emphasize the existence of a hierarchy 
related to the satisfaction of the individuals’ 
needs: starting from low levels of income, any 
income increase allows one to satisfy basic needs 
and increase individual satisfaction; however, 
when basic needs are satisfied, additional income 
increases do not guarantee per se the satisfaction 
of superior needs. In this line, Scitowsky[14] 
distinguished between comfort goods and 
stimulation goods. Comfort goods are subject to 
adaptation processes and are related to status or 
positional needs, and consequently their 
contribution to happiness is very fleeting. 
However, stimulation goods relate to the 
creativity of the individuals and have more lasting 
effects on wellbeing. Moreover, opposite to what 
happen with superfluous or luxury goods, 
stimulation or superior goods allow one to satisfy 
needs of self-realization. According to the 
self-determination theory[15], education can 
promote subjective wellbeing to the extent that it 
contributes to satisfying the psychological needs 
of relationship, autonomy, and competence, 
which could then be seen as intrinsic rewards to 
educational activities. However, the educational 
effort made by individuals could also respond to 
extrinsic rewards, mainly linked to income and 
returns coming from the labor market. In this 
sense, Scitovsky[16] emphasizes the cultural bias 
which appears in the individuals’ education in 
favor of production and skills demanded by the 
labor market at the expense of a liberal education 
oriented to the consumption of superior goods. 
The individuals dedicate greater time and effort 
to acquire specialized knowledge and skills 
oriented towards the production processes, 
without an education effort aimed to increase 
stimulus activities contributing to wellbeing. The 
expected rewards of education tend therefore to 

be extrinsic, showing the role that it plays to get a 
better job, higher wages, or to attain a higher 
status; education would then be seen as a 
positional good[17].
 
When extrinsic rewards are at play, aspiration 
mechanisms will appear. Subjective wellbeing 
depends on the difference between real 
opportunities and perceived opportunities which 
shape individuals’ aspirations: higher 
opportunities can lead to greater wellbeing but 
they can also increase individuals’ aspirations 
and be a source of dissatisfaction. Education is 
among the variables that can explain both real 
opportunities and individuals’ aspirations since it 
offers greater opportunities for employment and 
income while its consideration as a positional 
good contributes to explain the formation of 
aspirations. Following Ferrante[18], the work and 
consumption opportunities and the individuals’ 
aspirations are determined both by the 
individuals’ abilities or skills and by external 
variables or environmental opportunities (i.e. 
institutional system, economic and labor market 
conditions, etc.). The effect of education on 
subjective wellbeing will at first be ambiguous: if 
real opportunities increase with education to a 
greater extent than aspirations, the effect of 
education on subjective wellbeing would be 
positive; on the other hand, if aspirations grow 
faster than real opportunities, the effect of 
education on individuals’ wellbeing would be 
negative. Although Ferrante's study focuses on a 
single country and get by without variables 
related to environmental opportunities, these 
ideas allow one to understand the different 
effects that education has on subjective 
wellbeing in countries with different levels of 
development. Thus, in more developed 
countries, where environmental opportunities 
are in principle more favorable, the 
socio-economic aspirations of the individuals 
tend to grow with education to a greater extent 
than real opportunities, which may be limited, 
for example, by an overqualified supply in the 
labor market or by mismatches between the 
education system and the labor market; in this 

context, the empirical evidence suggests that 
over-qualification leads to lower perceived 
wellbeing[19]. On the other hand, in less 
developed countries, where environmental 
opportunities are more unfavorable (e.g. worse 
economic conditions and/or weaker 
institutions), education can in fact offer better 
real opportunities than those perceived by the 
individuals since the formation of aspirations 
tend to be weak, with a consequently positive 

Education appears to 
be significant and 

positively correlated 
with individual 

wellbeing in less 
developed countries, 

whereas this 
relationship tends to be 

weaker or even 
negative in countries 
with higher levels of 

per capita income.
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effect of education on subjective wellbeing.
Conclusions

The empirical evidence suggests that education 
positively affects subjective wellbeing, though in 
an indirect manner and with a non-linear 
relationship. Education seems to affect 
subjective wellbeing through variables such as 
health, labor participation, employment 
conditions, and mainly through income. 
Education can enlarge the variety of goods that 
the individuals can enjoy, encouraging the 
consumption of stimulation goods and activities 
which contribute to the satisfaction of superior 
needs. However, two factors can limit this 
positive effect of education. On the one hand, 
economic development may deteriorate the 
process of production and consumption of 
superior goods, raising their price relative to 
comfort goods, which are progressively cheaper 
as a result of technical progress and 
standardization. On the other hand, from a 
certain educational level the education processes 
are oriented towards the acquisition of 
specialized knowledge and skills demanded by 
the labor market; this would explain that general 
education shows positive effects on subjective 
wellbeing whereas more specialized education 
(e.g. higher education) appears to be linked to 
external rewards and hardly leads to the 
satisfaction of superior needs. Finally, education 
can be seen as a positional good which allows one 
to get a better job, higher income or greater 
status. Education offers greater opportunities to 
individuals, but at the same time it will increase 
their aspirations. In addition to the individual’s 
education, the socio-economic context will 
condition real and perceived opportunities (i.e. 
aspirations), what allows one to understand the 
different effect of education on subjective 
wellbeing in countries with different levels of 
development, with this effect being weaker in 
more developed countries where perceived 
opportunities and aspirations might grow faster 
than real opportunities.
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Introduction

In recent decades, the study of happiness or 
subjective wellbeing has gained interest in the 
economic literature, giving rise to the so-called 
"happiness economics". Most of this literature has 
focused on the relationship between income and 
subjective wellbeing, pointing to a significant 
positive effect of income on wellbeing. However, 
this relationship is not straightforward: on avera-
ge, individuals with higher levels of income seem 
to enjoy greater satisfaction, although the levels 
of wellbeing do not tend to increase as a society 
becomes richer. This result was early pointed by 
Easterlin[1] and several explanations have been 
proposed to solve this paradox, most of them 
focusing on the role of relative income, income 
adaptation or rising income aspirations. In gene-
ral, the empirical evidence shows the importance 
of relative income and social comparison[2,3] and 
several studies also suggest that individuals tend 
to adapt to their income, with greater adaption in 
terms of wellbeing when income increases[4]. In 
regard to aspirations, although they are difficult 

to measure, some studies suggest that aspirations 
tend to grow with income, so that the positive 
effects on subjective well-being coming from a 
higher income could be offset by an increase in 
individual's aspirations[5]. Finally, some "collate-
ral effects" of economic growth are sometimes 
emphasized, pointing to the negative effects that 
might come with higher levels of income, such as 
a worsening of social relations (relational goods), 
higher levels of stress, pollution or other environ-
mental effects[6]. 

When studying the empirical relationship 
between income and wellbeing, it is usual to 
introduce some control variables related to diffe-
rent individual and demographic characteristics 
and institutional and socio-cultural factors. 
Looking at the individual variables, there is a 
strong consensus on the positive effects of health 
on subjective wellbeing[7] or on the effects of age, 
with a U-shaped relationship showing that 
subjective wellbeing tends to be lower (once 
other variables are controlled for) in the middle 
age[8]. Evidence is also found supporting that 
married people, or people living with a partner, 
are more satisfied[9]. In contrast, a significant 
negative impact on individual wellbeing is found 
for being unemployed, this being so even when 
income effects are controlled for[10]. Furthermo-
re, other individual variables such as the educa-
tion level, the gender or having children show 
more ambiguous effects on wellbeing. Focusing 
on institutional and socio-cultural factors, 
subjective wellbeing also appears to differ across 
countries in ways that can be explained by diffe-
rences in freedoms, social capital and trust[11]; 
moreover, the empirical evidence also suggests 
that social capital at the aggregate level has a 
positive effect on individual wellbeing, thus 
pointing to an external or environmental effect 
of social capital.[12] 

Education and subjective wellbeing

The ambiguous effects of education on 
subjective wellbeing call for a closer look at this 
relationship. At first, education appears to be 

significant and positively correlated with 
individual wellbeing in less developed 
countries[13],whereas this relationship tends to 
be weaker or even negative in countries with 
higher levels of per capita income[10]; this result 
suggests that the relationship between 
education and subjective wellbeing is 
non-linear. Moreover, even when a positive 
correlation between education and subjective 
wellbeing is found, this correlation tends to be 
reduced or to disappear when income and other 
occupational and social variables are controlled 
for[2], thus suggesting that the effects of 
education on individual wellbeing manifest in an 
indirect way through other variables such as 
health, labor participation, employment 
conditions, and particularly through income.

It is generally assumed, often implicitly, that 
income contributes to subjective wellbeing by 
allowing the individuals to satisfy their needs. 
However, higher levels of income do not 
necessarily translate into satisfaction since 
different types of consumption might contribute 
to individual wellbeing in different ways. Some 
theories emphasize the existence of a hierarchy 
related to the satisfaction of the individuals’ 
needs: starting from low levels of income, any 
income increase allows one to satisfy basic needs 
and increase individual satisfaction; however, 
when basic needs are satisfied, additional income 
increases do not guarantee per se the satisfaction 
of superior needs. In this line, Scitowsky[14] 
distinguished between comfort goods and 
stimulation goods. Comfort goods are subject to 
adaptation processes and are related to status or 
positional needs, and consequently their 
contribution to happiness is very fleeting. 
However, stimulation goods relate to the 
creativity of the individuals and have more lasting 
effects on wellbeing. Moreover, opposite to what 
happen with superfluous or luxury goods, 
stimulation or superior goods allow one to satisfy 
needs of self-realization. According to the 
self-determination theory[15], education can 
promote subjective wellbeing to the extent that it 
contributes to satisfying the psychological needs 
of relationship, autonomy, and competence, 
which could then be seen as intrinsic rewards to 
educational activities. However, the educational 
effort made by individuals could also respond to 
extrinsic rewards, mainly linked to income and 
returns coming from the labor market. In this 
sense, Scitovsky[16] emphasizes the cultural bias 
which appears in the individuals’ education in 
favor of production and skills demanded by the 
labor market at the expense of a liberal education 
oriented to the consumption of superior goods. 
The individuals dedicate greater time and effort 
to acquire specialized knowledge and skills 
oriented towards the production processes, 
without an education effort aimed to increase 
stimulus activities contributing to wellbeing. The 
expected rewards of education tend therefore to 

be extrinsic, showing the role that it plays to get a 
better job, higher wages, or to attain a higher 
status; education would then be seen as a 
positional good[17].
 
When extrinsic rewards are at play, aspiration 
mechanisms will appear. Subjective wellbeing 
depends on the difference between real 
opportunities and perceived opportunities which 
shape individuals’ aspirations: higher 
opportunities can lead to greater wellbeing but 
they can also increase individuals’ aspirations 
and be a source of dissatisfaction. Education is 
among the variables that can explain both real 
opportunities and individuals’ aspirations since it 
offers greater opportunities for employment and 
income while its consideration as a positional 
good contributes to explain the formation of 
aspirations. Following Ferrante[18], the work and 
consumption opportunities and the individuals’ 
aspirations are determined both by the 
individuals’ abilities or skills and by external 
variables or environmental opportunities (i.e. 
institutional system, economic and labor market 
conditions, etc.). The effect of education on 
subjective wellbeing will at first be ambiguous: if 
real opportunities increase with education to a 
greater extent than aspirations, the effect of 
education on subjective wellbeing would be 
positive; on the other hand, if aspirations grow 
faster than real opportunities, the effect of 
education on individuals’ wellbeing would be 
negative. Although Ferrante's study focuses on a 
single country and get by without variables 
related to environmental opportunities, these 
ideas allow one to understand the different 
effects that education has on subjective 
wellbeing in countries with different levels of 
development. Thus, in more developed 
countries, where environmental opportunities 
are in principle more favorable, the 
socio-economic aspirations of the individuals 
tend to grow with education to a greater extent 
than real opportunities, which may be limited, 
for example, by an overqualified supply in the 
labor market or by mismatches between the 
education system and the labor market; in this 

context, the empirical evidence suggests that 
over-qualification leads to lower perceived 
wellbeing[19]. On the other hand, in less 
developed countries, where environmental 
opportunities are more unfavorable (e.g. worse 
economic conditions and/or weaker 
institutions), education can in fact offer better 
real opportunities than those perceived by the 
individuals since the formation of aspirations 
tend to be weak, with a consequently positive 
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effect of education on subjective wellbeing.
Conclusions

The empirical evidence suggests that education 
positively affects subjective wellbeing, though in 
an indirect manner and with a non-linear 
relationship. Education seems to affect 
subjective wellbeing through variables such as 
health, labor participation, employment 
conditions, and mainly through income. 
Education can enlarge the variety of goods that 
the individuals can enjoy, encouraging the 
consumption of stimulation goods and activities 
which contribute to the satisfaction of superior 
needs. However, two factors can limit this 
positive effect of education. On the one hand, 
economic development may deteriorate the 
process of production and consumption of 
superior goods, raising their price relative to 
comfort goods, which are progressively cheaper 
as a result of technical progress and 
standardization. On the other hand, from a 
certain educational level the education processes 
are oriented towards the acquisition of 
specialized knowledge and skills demanded by 
the labor market; this would explain that general 
education shows positive effects on subjective 
wellbeing whereas more specialized education 
(e.g. higher education) appears to be linked to 
external rewards and hardly leads to the 
satisfaction of superior needs. Finally, education 
can be seen as a positional good which allows one 
to get a better job, higher income or greater 
status. Education offers greater opportunities to 
individuals, but at the same time it will increase 
their aspirations. In addition to the individual’s 
education, the socio-economic context will 
condition real and perceived opportunities (i.e. 
aspirations), what allows one to understand the 
different effect of education on subjective 
wellbeing in countries with different levels of 
development, with this effect being weaker in 
more developed countries where perceived 
opportunities and aspirations might grow faster 
than real opportunities.
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Introduction

In recent decades, the study of happiness or 
subjective wellbeing has gained interest in the 
economic literature, giving rise to the so-called 
"happiness economics". Most of this literature has 
focused on the relationship between income and 
subjective wellbeing, pointing to a significant 
positive effect of income on wellbeing. However, 
this relationship is not straightforward: on avera-
ge, individuals with higher levels of income seem 
to enjoy greater satisfaction, although the levels 
of wellbeing do not tend to increase as a society 
becomes richer. This result was early pointed by 
Easterlin[1] and several explanations have been 
proposed to solve this paradox, most of them 
focusing on the role of relative income, income 
adaptation or rising income aspirations. In gene-
ral, the empirical evidence shows the importance 
of relative income and social comparison[2,3] and 
several studies also suggest that individuals tend 
to adapt to their income, with greater adaption in 
terms of wellbeing when income increases[4]. In 
regard to aspirations, although they are difficult 

to measure, some studies suggest that aspirations 
tend to grow with income, so that the positive 
effects on subjective well-being coming from a 
higher income could be offset by an increase in 
individual's aspirations[5]. Finally, some "collate-
ral effects" of economic growth are sometimes 
emphasized, pointing to the negative effects that 
might come with higher levels of income, such as 
a worsening of social relations (relational goods), 
higher levels of stress, pollution or other environ-
mental effects[6]. 

When studying the empirical relationship 
between income and wellbeing, it is usual to 
introduce some control variables related to diffe-
rent individual and demographic characteristics 
and institutional and socio-cultural factors. 
Looking at the individual variables, there is a 
strong consensus on the positive effects of health 
on subjective wellbeing[7] or on the effects of age, 
with a U-shaped relationship showing that 
subjective wellbeing tends to be lower (once 
other variables are controlled for) in the middle 
age[8]. Evidence is also found supporting that 
married people, or people living with a partner, 
are more satisfied[9]. In contrast, a significant 
negative impact on individual wellbeing is found 
for being unemployed, this being so even when 
income effects are controlled for[10]. Furthermo-
re, other individual variables such as the educa-
tion level, the gender or having children show 
more ambiguous effects on wellbeing. Focusing 
on institutional and socio-cultural factors, 
subjective wellbeing also appears to differ across 
countries in ways that can be explained by diffe-
rences in freedoms, social capital and trust[11]; 
moreover, the empirical evidence also suggests 
that social capital at the aggregate level has a 
positive effect on individual wellbeing, thus 
pointing to an external or environmental effect 
of social capital.[12] 

Education and subjective wellbeing

The ambiguous effects of education on 
subjective wellbeing call for a closer look at this 
relationship. At first, education appears to be 

significant and positively correlated with 
individual wellbeing in less developed 
countries[13],whereas this relationship tends to 
be weaker or even negative in countries with 
higher levels of per capita income[10]; this result 
suggests that the relationship between 
education and subjective wellbeing is 
non-linear. Moreover, even when a positive 
correlation between education and subjective 
wellbeing is found, this correlation tends to be 
reduced or to disappear when income and other 
occupational and social variables are controlled 
for[2], thus suggesting that the effects of 
education on individual wellbeing manifest in an 
indirect way through other variables such as 
health, labor participation, employment 
conditions, and particularly through income.

It is generally assumed, often implicitly, that 
income contributes to subjective wellbeing by 
allowing the individuals to satisfy their needs. 
However, higher levels of income do not 
necessarily translate into satisfaction since 
different types of consumption might contribute 
to individual wellbeing in different ways. Some 
theories emphasize the existence of a hierarchy 
related to the satisfaction of the individuals’ 
needs: starting from low levels of income, any 
income increase allows one to satisfy basic needs 
and increase individual satisfaction; however, 
when basic needs are satisfied, additional income 
increases do not guarantee per se the satisfaction 
of superior needs. In this line, Scitowsky[14] 
distinguished between comfort goods and 
stimulation goods. Comfort goods are subject to 
adaptation processes and are related to status or 
positional needs, and consequently their 
contribution to happiness is very fleeting. 
However, stimulation goods relate to the 
creativity of the individuals and have more lasting 
effects on wellbeing. Moreover, opposite to what 
happen with superfluous or luxury goods, 
stimulation or superior goods allow one to satisfy 
needs of self-realization. According to the 
self-determination theory[15], education can 
promote subjective wellbeing to the extent that it 
contributes to satisfying the psychological needs 
of relationship, autonomy, and competence, 
which could then be seen as intrinsic rewards to 
educational activities. However, the educational 
effort made by individuals could also respond to 
extrinsic rewards, mainly linked to income and 
returns coming from the labor market. In this 
sense, Scitovsky[16] emphasizes the cultural bias 
which appears in the individuals’ education in 
favor of production and skills demanded by the 
labor market at the expense of a liberal education 
oriented to the consumption of superior goods. 
The individuals dedicate greater time and effort 
to acquire specialized knowledge and skills 
oriented towards the production processes, 
without an education effort aimed to increase 
stimulus activities contributing to wellbeing. The 
expected rewards of education tend therefore to 

be extrinsic, showing the role that it plays to get a 
better job, higher wages, or to attain a higher 
status; education would then be seen as a 
positional good[17].
 
When extrinsic rewards are at play, aspiration 
mechanisms will appear. Subjective wellbeing 
depends on the difference between real 
opportunities and perceived opportunities which 
shape individuals’ aspirations: higher 
opportunities can lead to greater wellbeing but 
they can also increase individuals’ aspirations 
and be a source of dissatisfaction. Education is 
among the variables that can explain both real 
opportunities and individuals’ aspirations since it 
offers greater opportunities for employment and 
income while its consideration as a positional 
good contributes to explain the formation of 
aspirations. Following Ferrante[18], the work and 
consumption opportunities and the individuals’ 
aspirations are determined both by the 
individuals’ abilities or skills and by external 
variables or environmental opportunities (i.e. 
institutional system, economic and labor market 
conditions, etc.). The effect of education on 
subjective wellbeing will at first be ambiguous: if 
real opportunities increase with education to a 
greater extent than aspirations, the effect of 
education on subjective wellbeing would be 
positive; on the other hand, if aspirations grow 
faster than real opportunities, the effect of 
education on individuals’ wellbeing would be 
negative. Although Ferrante's study focuses on a 
single country and get by without variables 
related to environmental opportunities, these 
ideas allow one to understand the different 
effects that education has on subjective 
wellbeing in countries with different levels of 
development. Thus, in more developed 
countries, where environmental opportunities 
are in principle more favorable, the 
socio-economic aspirations of the individuals 
tend to grow with education to a greater extent 
than real opportunities, which may be limited, 
for example, by an overqualified supply in the 
labor market or by mismatches between the 
education system and the labor market; in this 

context, the empirical evidence suggests that 
over-qualification leads to lower perceived 
wellbeing[19]. On the other hand, in less 
developed countries, where environmental 
opportunities are more unfavorable (e.g. worse 
economic conditions and/or weaker 
institutions), education can in fact offer better 
real opportunities than those perceived by the 
individuals since the formation of aspirations 
tend to be weak, with a consequently positive 

“
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The individuals 
dedicate greater time 
and effort to acquire 
specialized knowledge 
and skills oriented 
towards the 
production processes, 
without an education 
effort aimed to 
increase stimulus 
activities contributing 
to wellbeing.
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Conclusions

The empirical evidence suggests that education 
positively affects subjective wellbeing, though in 
an indirect manner and with a non-linear 
relationship. Education seems to affect 
subjective wellbeing through variables such as 
health, labor participation, employment 
conditions, and mainly through income. 
Education can enlarge the variety of goods that 
the individuals can enjoy, encouraging the 
consumption of stimulation goods and activities 
which contribute to the satisfaction of superior 
needs. However, two factors can limit this 
positive effect of education. On the one hand, 
economic development may deteriorate the 
process of production and consumption of 
superior goods, raising their price relative to 
comfort goods, which are progressively cheaper 
as a result of technical progress and 
standardization. On the other hand, from a 
certain educational level the education processes 
are oriented towards the acquisition of 
specialized knowledge and skills demanded by 
the labor market; this would explain that general 
education shows positive effects on subjective 
wellbeing whereas more specialized education 
(e.g. higher education) appears to be linked to 
external rewards and hardly leads to the 
satisfaction of superior needs. Finally, education 
can be seen as a positional good which allows one 
to get a better job, higher income or greater 
status. Education offers greater opportunities to 
individuals, but at the same time it will increase 
their aspirations. In addition to the individual’s 
education, the socio-economic context will 
condition real and perceived opportunities (i.e. 
aspirations), what allows one to understand the 
different effect of education on subjective 
wellbeing in countries with different levels of 
development, with this effect being weaker in 
more developed countries where perceived 
opportunities and aspirations might grow faster 
than real opportunities.
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Introduction

In recent decades, the study of happiness or 
subjective wellbeing has gained interest in the 
economic literature, giving rise to the so-called 
"happiness economics". Most of this literature has 
focused on the relationship between income and 
subjective wellbeing, pointing to a significant 
positive effect of income on wellbeing. However, 
this relationship is not straightforward: on avera-
ge, individuals with higher levels of income seem 
to enjoy greater satisfaction, although the levels 
of wellbeing do not tend to increase as a society 
becomes richer. This result was early pointed by 
Easterlin[1] and several explanations have been 
proposed to solve this paradox, most of them 
focusing on the role of relative income, income 
adaptation or rising income aspirations. In gene-
ral, the empirical evidence shows the importance 
of relative income and social comparison[2,3] and 
several studies also suggest that individuals tend 
to adapt to their income, with greater adaption in 
terms of wellbeing when income increases[4]. In 
regard to aspirations, although they are difficult 

to measure, some studies suggest that aspirations 
tend to grow with income, so that the positive 
effects on subjective well-being coming from a 
higher income could be offset by an increase in 
individual's aspirations[5]. Finally, some "collate-
ral effects" of economic growth are sometimes 
emphasized, pointing to the negative effects that 
might come with higher levels of income, such as 
a worsening of social relations (relational goods), 
higher levels of stress, pollution or other environ-
mental effects[6]. 

When studying the empirical relationship 
between income and wellbeing, it is usual to 
introduce some control variables related to diffe-
rent individual and demographic characteristics 
and institutional and socio-cultural factors. 
Looking at the individual variables, there is a 
strong consensus on the positive effects of health 
on subjective wellbeing[7] or on the effects of age, 
with a U-shaped relationship showing that 
subjective wellbeing tends to be lower (once 
other variables are controlled for) in the middle 
age[8]. Evidence is also found supporting that 
married people, or people living with a partner, 
are more satisfied[9]. In contrast, a significant 
negative impact on individual wellbeing is found 
for being unemployed, this being so even when 
income effects are controlled for[10]. Furthermo-
re, other individual variables such as the educa-
tion level, the gender or having children show 
more ambiguous effects on wellbeing. Focusing 
on institutional and socio-cultural factors, 
subjective wellbeing also appears to differ across 
countries in ways that can be explained by diffe-
rences in freedoms, social capital and trust[11]; 
moreover, the empirical evidence also suggests 
that social capital at the aggregate level has a 
positive effect on individual wellbeing, thus 
pointing to an external or environmental effect 
of social capital.[12] 

Education and subjective wellbeing

The ambiguous effects of education on 
subjective wellbeing call for a closer look at this 
relationship. At first, education appears to be 

significant and positively correlated with 
individual wellbeing in less developed 
countries[13],whereas this relationship tends to 
be weaker or even negative in countries with 
higher levels of per capita income[10]; this result 
suggests that the relationship between 
education and subjective wellbeing is 
non-linear. Moreover, even when a positive 
correlation between education and subjective 
wellbeing is found, this correlation tends to be 
reduced or to disappear when income and other 
occupational and social variables are controlled 
for[2], thus suggesting that the effects of 
education on individual wellbeing manifest in an 
indirect way through other variables such as 
health, labor participation, employment 
conditions, and particularly through income.

It is generally assumed, often implicitly, that 
income contributes to subjective wellbeing by 
allowing the individuals to satisfy their needs. 
However, higher levels of income do not 
necessarily translate into satisfaction since 
different types of consumption might contribute 
to individual wellbeing in different ways. Some 
theories emphasize the existence of a hierarchy 
related to the satisfaction of the individuals’ 
needs: starting from low levels of income, any 
income increase allows one to satisfy basic needs 
and increase individual satisfaction; however, 
when basic needs are satisfied, additional income 
increases do not guarantee per se the satisfaction 
of superior needs. In this line, Scitowsky[14] 
distinguished between comfort goods and 
stimulation goods. Comfort goods are subject to 
adaptation processes and are related to status or 
positional needs, and consequently their 
contribution to happiness is very fleeting. 
However, stimulation goods relate to the 
creativity of the individuals and have more lasting 
effects on wellbeing. Moreover, opposite to what 
happen with superfluous or luxury goods, 
stimulation or superior goods allow one to satisfy 
needs of self-realization. According to the 
self-determination theory[15], education can 
promote subjective wellbeing to the extent that it 
contributes to satisfying the psychological needs 
of relationship, autonomy, and competence, 
which could then be seen as intrinsic rewards to 
educational activities. However, the educational 
effort made by individuals could also respond to 
extrinsic rewards, mainly linked to income and 
returns coming from the labor market. In this 
sense, Scitovsky[16] emphasizes the cultural bias 
which appears in the individuals’ education in 
favor of production and skills demanded by the 
labor market at the expense of a liberal education 
oriented to the consumption of superior goods. 
The individuals dedicate greater time and effort 
to acquire specialized knowledge and skills 
oriented towards the production processes, 
without an education effort aimed to increase 
stimulus activities contributing to wellbeing. The 
expected rewards of education tend therefore to 

be extrinsic, showing the role that it plays to get a 
better job, higher wages, or to attain a higher 
status; education would then be seen as a 
positional good[17].
 
When extrinsic rewards are at play, aspiration 
mechanisms will appear. Subjective wellbeing 
depends on the difference between real 
opportunities and perceived opportunities which 
shape individuals’ aspirations: higher 
opportunities can lead to greater wellbeing but 
they can also increase individuals’ aspirations 
and be a source of dissatisfaction. Education is 
among the variables that can explain both real 
opportunities and individuals’ aspirations since it 
offers greater opportunities for employment and 
income while its consideration as a positional 
good contributes to explain the formation of 
aspirations. Following Ferrante[18], the work and 
consumption opportunities and the individuals’ 
aspirations are determined both by the 
individuals’ abilities or skills and by external 
variables or environmental opportunities (i.e. 
institutional system, economic and labor market 
conditions, etc.). The effect of education on 
subjective wellbeing will at first be ambiguous: if 
real opportunities increase with education to a 
greater extent than aspirations, the effect of 
education on subjective wellbeing would be 
positive; on the other hand, if aspirations grow 
faster than real opportunities, the effect of 
education on individuals’ wellbeing would be 
negative. Although Ferrante's study focuses on a 
single country and get by without variables 
related to environmental opportunities, these 
ideas allow one to understand the different 
effects that education has on subjective 
wellbeing in countries with different levels of 
development. Thus, in more developed 
countries, where environmental opportunities 
are in principle more favorable, the 
socio-economic aspirations of the individuals 
tend to grow with education to a greater extent 
than real opportunities, which may be limited, 
for example, by an overqualified supply in the 
labor market or by mismatches between the 
education system and the labor market; in this 

context, the empirical evidence suggests that 
over-qualification leads to lower perceived 
wellbeing[19]. On the other hand, in less 
developed countries, where environmental 
opportunities are more unfavorable (e.g. worse 
economic conditions and/or weaker 
institutions), education can in fact offer better 
real opportunities than those perceived by the 
individuals since the formation of aspirations 
tend to be weak, with a consequently positive 
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effect of education on subjective wellbeing.
Conclusions

The empirical evidence suggests that education 
positively affects subjective wellbeing, though in 
an indirect manner and with a non-linear 
relationship. Education seems to affect 
subjective wellbeing through variables such as 
health, labor participation, employment 
conditions, and mainly through income. 
Education can enlarge the variety of goods that 
the individuals can enjoy, encouraging the 
consumption of stimulation goods and activities 
which contribute to the satisfaction of superior 
needs. However, two factors can limit this 
positive effect of education. On the one hand, 
economic development may deteriorate the 
process of production and consumption of 
superior goods, raising their price relative to 
comfort goods, which are progressively cheaper 
as a result of technical progress and 
standardization. On the other hand, from a 
certain educational level the education processes 
are oriented towards the acquisition of 
specialized knowledge and skills demanded by 
the labor market; this would explain that general 
education shows positive effects on subjective 
wellbeing whereas more specialized education 
(e.g. higher education) appears to be linked to 
external rewards and hardly leads to the 
satisfaction of superior needs. Finally, education 
can be seen as a positional good which allows one 
to get a better job, higher income or greater 
status. Education offers greater opportunities to 
individuals, but at the same time it will increase 
their aspirations. In addition to the individual’s 
education, the socio-economic context will 
condition real and perceived opportunities (i.e. 
aspirations), what allows one to understand the 
different effect of education on subjective 
wellbeing in countries with different levels of 
development, with this effect being weaker in 
more developed countries where perceived 
opportunities and aspirations might grow faster 
than real opportunities.
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Happiness consequences of
international migration 
Page 83 - 88



People consider the location in which they lead 
their lives to be a fundamental determinant of 
their quality of life and believe they have a 
better chance of a good life in some locations 
than in others. For example, a myriad of Vene-
zuelans have taken major risks to live in Colom-
bia, some even via illegal methods. In turn, 
countless Colombians have moved to other 
countries, such as the United States, in search of 
a better life. Altogether, approximately 250 
million people (3.4% of the world’s population) 
are currently living in a country other than that 
in which they were born, and this number is 
expected to grow to more than 400 million by 
2050[1]. Migration is not only potentially bene-
ficial to immigrants; many countries also need 
immigrants, at least to some extent[2]. For 
instance, highly skilled immigrants bring 
specialized knowledge, while low-skilled immi-
grants may do jobs the native population of 
Western countries does not want to do. Human 
migration is thus one of the most promising 
tools for reaching greater happiness for a grea-
ter number of people across the globe. 
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Notwithstanding the popularity and potential 
advantages of migration, there are deep concerns 
about the consequences of migration, for both 
immigrants and host societies alike. In many host 
societies, polarization and xenophobia are on the 
rise, with Brexit, the election of Trump, and the 
further rise of populist parties in Europe as 
prominent examples. The literature on immigra-
tion also emphasizes many negative experiences 
from the immigrant perspective, including stories 
about unsuccessful assimilation[3], immigrant 
exploitation, and human trafficking[4]. Accordin-
gly, human migration is under great pressure, and 
humanity seems to be a long way from maximi-
zing the benefits of migration, for both immi-
grants and host societies. Given the omnipresen-
ce of migration and the concerns with migration, 
making more out of human migration is one of 
the biggest challenges we face in our globalizing 
world. To improve the benefits of migration, it is 
necessary to develop an understanding about 
whether and under what conditions migration is 
beneficial. To this end, this article summarizes 
the current body of knowledge on the happiness 
consequences of migration and its determinants. 
The article closes with policy recommendations. 

Happiness consequences for various stakeholders 

International migrants typically achieve substan-
tial happiness gains when migrating to a more 
developed country[5,6]. In contrast, negative 
happiness outcomes are generally observed for 
people moving to a less developed country[5,7]. 
However, there are many exceptions to these 
general patterns. For instance, non-positive (and 
even negative) happiness outcomes have been 
observed for various immigrant streams to more 
developed countries, such as for Tongans moving 
to New Zealand[8] and for certain groups of 
Eastern Europeans moving to Western Europe[9]. 
Hence, the majority of immigrants become 
happier through migration, but a significant 
proportion of immigrants do not, even though 
they voluntarily chose to migrate. These negative 
happiness outcomes raise the question why such 
immigrants moved in the first place.

The ‘New Economics of (Labour) Migration’ 
theory[10] posits that migration is a family 
decision, so perhaps such immigrants move to 
improve the happiness of family members left 
behind in the home country via remittances. 
However, two small-scale studies observe 
non-positive happiness outcomes among families 
remaining in Ecuador and Bolivia, as the negative 
consequences of family separation outweigh the 
economic welfare gains from remittances[11,12]. 
Alternatively, straight-line assimilation theory[13] 
suggests that migration is an investment that only 
pays off in the long run and/or for one’s (future) 
children. However, empirical research shows that 
immigrants do not become happier over time 
during their stay in the host country, and the 
second generation is not happier than their 
immigrant parents[14]. The above considerations

International migrants 
typically achieve 

substantial happiness 
gains when migrating 

to a more developed 
country. In contrast, 

negative happiness 
outcomes are generally 

observed for people 
moving to a less 

developed country.
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suggest that a great many voluntary immigrants 
had excessive expectations about the benefits of 
migration. This explanation for negative 
migration outcomes is plausible for two reasons. 
First, prospective immigrants typically face much 
uncertainty about the consequences of migration 
because they have never lived in or travelled to 
the intended destination country. Second, 
prospective immigrants typically receive overly 
positive information from immigrants in the 
destination country who are reluctant to reveal 
their disappointing outcomes to people in their 
home country[15]. The following quote (posted in 
the Ellis Island Museum) from an anonymous 
Italian immigrant in the early 1900s has become 
emblematic of the way misinformation can result 
in disillusionment: 

“I came to America because I heard the streets were 
paved with gold. When I got here, I found out three 
things: First, the streets weren’t paved with gold; 
second, they weren’t paved at all: and third, I was 
expected to pave them.” 

Despite concerns in many host societies about 
the negative impact of immigrants on society, 
initial evidence from various European countries 
suggests that immigration in general has a 
positive—though marginal—impact on the 
well-being of the native population. Based on the 
above considerations, it can be tentatively 
concluded that human migration contributes to 
greater happiness for most immigrants and most 
host societies. Yet, most researchers and policy 
makers concur that the world is a long way from 
reaching the full potential of international 
migration in improving human happiness. A 
major reason for this is low societal investments 
in immigrant well-being caused by the prevalent 
political and societal view that investing in 
immigrant well-being comes at the cost of 
natives, particularly because it may lead to larger 
immigrant inflows and less public money 
allocated to ‘natives’. However, happiness 
literature suggests that immigrant happiness is a 
potentially fruitful way to improve the benefits 
of immigration for the host society, because high 
happiness levels generally bring many social, 
economic, and health benefits, possibly ranging 
from greater productivity of immigrant workers 
to reduced social tensions and polarization in 
society. Accordingly, migration policies that 
contribute to immigrant happiness are likely to 
create a win-win situation for both immigrants 
and host societies.
 
Some important determinants of immigrant 
happiness

Economic gain is typically an important argument 
in the immigration decisions of voluntary immi-
grants, who are therefore often called “economic 
migrants”. However, immigrants’ happiness is only 
weakly related to their individual incomes and the 
broader macroeconomic environment. These 

“

“
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observations concur with broader notions in the 
happiness literature that suggest people tend to 
overestimate the role of economic factors in their 
own happiness. Economic migrants may thus be 
mistaken in believing that improving their finan-
cial situation via migration will be an effective 
path to a happier life.

Two other findings from Hendriks and 
Bartram[16] concerning the role of the host 
country’s macro environment for happiness are 
alarming as well. First, the strong association 
they identify between immigrants’ happiness 
and attitudes towards immigrants in host 
countries makes the growing polarization and 
social tension between immigrants and natives 
particularly worrisome. Second, the finding that 
current migration policies do not contribute to 
immigrant happiness reinforces the frequently 
expressed belief that current integration polices 
are ineffective.

Happiness does not only depend on one’s 
objective living conditions; a person’s happiness 
depends strongly on the extent to which a person’s 
reality (objective living conditions) differs from 
his or her aspirations (what one expects from life). 
This ‘relative’ component of happiness is not only 
vital in explaining the weak relationship between 
economic conditions and happiness but can also 
explain why immigrants do not become happier 
with increased length of stay in the host country 
despite their objectively improving life (e.g., the 
rebuilding of a career and social network in the 
host society). That is, immigrants’ happiness is 
impaired by their gradual development of less 
positive perceptions about the host country’s 
economic, political, and social conditions. 
Faltering enthusiasm about the host society 
follows from a shifting frame of reference 
(increasing aspirations), meaning that immigrants 
from less developed countries gradually evaluate 
the societal conditions in the host country through 
a more critical lens because they grow accustomed 
to these typically better conditions and compare 
those conditions less to the inferior conditions in 
their country of origin. These findings suggest that 

prospective immigrants who consider moving to a 
more developed country must consider that they 
will adapt to some extent to the better conditions 
in the host country and that their subjective gains 
(feelings of happiness) will lag behind their 
objective gains.
 
Another issue that immigrants must be aware of 
is that their preferences shift after migration. For 
instance, people who move to escape economic 
deprivation base their expectations about 
well-being outcomes—and hence their migration 
decision—mostly on the satisfaction of economic 
needs. After migration, however, their main 
concerns typically come to include social factors 
such as social exclusion, cultural/identity issues, 
and status, especially when they reach their 
economic goals. Consequently, economic 
migrants may not be happier after migration 
despite obtaining their economic goals in the 
host country, because, for instance, the social 
costs of migration (e.g., loneliness) increasingly 
hurt their happiness.

Some policy recommendations

• The generally positive happiness consequences 
of migration for both immigrants and host 
societies imply that more lenient national 
admission policies could potentially provide a 
major opportunity to improve happiness across 
the globe. 

• There is, nevertheless, a significant group of 
immigrants who do not become happier (or even 
become unhappier) through migration. 
Prospective immigrants could benefit from 
support in developing realistic expectations of 
migration to avoid such negative outcomes. For 
instance, policy makers could work closely 
together with immigrant communities to 
communicate information to immigrants about 
life in the host country.

• The observations that immigrants do not 
become happier with increased length of stay in 
the host country and that current integration
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policies do not contribute to immigrant 
happiness signal the inefficiency of current 
integration policies and emphasize the need for 
the development of a new integration framework 
containing the features of integration policy that 
are important for immigrant happiness. 

• Insights regarding the determinants of 
immigrant happiness help identify the most 
fruitful domains to target for policies designed to 
foster immigrant happiness. For instance, 
empirical evidence that hostility towards 
immigrants in the host country strongly impairs 
immigrants’ happiness emphasizes the need for 
policies aimed at improving attitudes towards 
immigrants and social cohesion between 
immigrants and natives. 
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Cerca del 64% de los caleños sienten que su ciudad no es segura. Buena parte de esta 
percepción puede estar explicada por la ocurrencia de actos delictivos efectivos en el 
municipio (13%). Sin embargo, las personas también atribuyen su percepción de inseguridad a 
otros factores como la ausencia de la fuerza pública (26%), la información en los medios de 
comunicación (14%) y la existencia de espacios públicos inseguros (12%).

En 2017, el Observatorio de Políticas Públicas – POLIS – de la Universidad Icesi realizó un 
estudio sobre el crimen urbano y sus implicaciones económicas en Cali, cuyo propósito fue 
capturar las distorsiones de los costos asumidos o dispuestos a asumir por los individuos 
como consecuencia de la inseguridad en la ciudad. 
Los hallazgos más importantes de la investigación son:

CRIMEN URBANO: ¿PERCEPCIÓN O REALIDAD?
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POLIS is a research center dedicated at understanding and improving the quality of life in 
the Colombian Pacific region. We conduct applied research in urban, social and educational 

issues to provide evidence to help policy makers to make better informed decisions.
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