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Oct 30, happiness data provides important information about preferences that .. expected value of the von
Neumann-Morgenstern utility index at a.

Each country is drawn as a line joining first and last available observations across all survey waves. It has
been already argued that desires cannot be measured directly, but only indirectly, by the outward phenomena
to which they give rise: and that in those cases with which economics is chiefly concerned the measure is
found in the price which a person is willing to pay for the fulfillment or satisfaction of his desire. If
respondents would have guessed the correct share, all observations would fall on the red degree line. As we
can see, there is a very clear pattern: richer countries tend to be happier than poorer countries observations are
lined up around an upward-sloping trend , and richer people within countries tend to be happier than poorer
people in the same countries arrows are consistently pointing northeast. One cannot conclude, however, that
the cup of tea is two thirds as good as the cup of juice, because this conclusion would depend not only on
magnitudes of utility differences, but also on the "zero" of utility. It seeks to identify the economic
determinants of well-being, mainly by asking people to fill out surveys. Each dot in the scatterplot below
represents one country. Indeed, this is the most common approach. To our knowledge there are no rigorous
studies exploring the causal mechanisms linking freedom and happiness. Johnston and Davey , 22 for
example, conducted an experiment in which they edited short TV news to display positive, neutral or negative
material, and then showed them to three different groups of people. In particular, researchers have noted that
there is a correlation between economic growth and reductions in happiness inequalityâ€”even when income
inequality is increasing at the same time. First published in ; substantive revision May  Collecting data on
happiness can serve a number of purposes, including helping governments to design better public policies. In
the visualization below, we provide evidence of the cross-country relationship. The evidence suggests that
people tend to adapt to changes. Another important point to notice is that the distribution of self-reported life
satisfaction in Latin America is high across the boardâ€”it is consistently to the right of other regions with
roughly comparable income levels, such as Central and Eastern Europe. Interestingly, this chart also shows
that while there are some countries where the perceived sense of freedom is high but average life satisfaction
is low e. For example, if the "zero" of utility was located at , then a cup of orange juice would be utils more
than zero, a cup of tea utils more than zero. In the US, the explanation is different, but can once again be
traced to the underlying data. Sometimes cardinal utility is used to aggregate utilities across persons, to create
a social welfare function. Here we show that the same tends to be true within countries: richer people within a
country tend to be happier than poorer people in the same country. As we can seeâ€”and as the authors show
more precisely through econometric techniquesâ€”those entering disability suffer a sudden drop in life
satisfaction, and recover only partially. The former tend to measure the experiential or emotional aspects of
well-being e. For example, as the chart below shows, culturally and historically similar Latin American
countries have a higher subjective well-being than other countries with comparable levels of economic
development. This supports the idea that while adaptation plays a role for common life events, the notion of
life satisfaction is indeed sensitive to tragic events. The main tools used include surveys and indices tracking
what different economies offer their residents. Utility function[ edit ] Consider a set of alternatives facing an
individual, and over which the individual has a preference ordering. Happiness can be difficult to categorize
because it is a subjective measure. In this chart, happiness inequality is measured by the
dispersionâ€”specifically the standard deviationâ€”of answers in the World Value Survey.


