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PREFACE TO THE
PAPERBACK EDITION

Since we wrote this book, the need for it has become steadily
more apparent. More and more policy makers now believe
that the aim of policy should be to improve the well-being
of the people. The Organisation for Economic Co-operation
and Development, which first published the internationally
comparable measures of GDP, advocates in its June 2016
meeting report, Strategic Orientations of the Secretary-General:
For 2016 and Beyond (https://www.oecd.org/mcm/documents
/strategic-orientations-of-the-secretary-general-2016.pdf), that
we should “put people’s well-being at the centre of govern-
ments’ efforts” And in October 2019, the OECD will hold a
major conference of governments interested in making sub-
jective well-being an operational target of their policies.

Meantime, New Zealand has already become the first
industrial country to make well-being its objective and to
launch a well-being budget. Other countries are moving in
that direction. In France and Sweden, budget measures are
now analyzed to show their effects on subjective well-being.
And in Britain, the new version of the Treasury’s manual
for policy evaluation has been rewritten to make “social
well-being” the objective of public policy and to encourage
the use of direct measures of well-being along with the tra-
ditional measures based on willingness-to-pay.

All of this is part of a new worldwide movement of opinion.
For some years, the United Nations has hosted the annual

ix



launch of the World Happiness Report. But there is also
now a Global Happiness Council, which produces each year
a Global Happiness and Wellbeing Policy Report to promote
the use of subjective well-being in policy making around
the world. In addition, the World Happiness Summit runs
not only a vibrant annual conference in Miami but also
a day-long meeting of governments (mainly from Africa)
called H20, promoting happiness as the goal of policy.

None of this can hope to succeed without a solid knowl-
edge base, nor without a workforce of analysts able to deploy
the knowledge. We like to think that this book provides an
initial body of knowledge and a suitable handbook for the
expanding army of analysts who will be needed to bring
about this happiness revolution.

Andrew E. Clark

Sarah Fleche

Richard Layard
Nattavudh Powdthavee
George Ward



“I can’t wait to grow up and be happy.”



Introduction: The
New Paradigm

All great truths begin as blasphemies.

—George Bernard Shaw

In April 2016, the German chancellor, Angela Merkel,
launched a big national consultation. It was called “What
Matters to Us?” Was she mad, or are we actually quite con-
fused about what matters most to us and what real human
progress would look like?

Money is a very visible indicator, and until recently many
people would have given it pride of place. But now, world-
wide, people are demanding a better concept of progress.
They are rejecting wealth and income as the overriding goals
for policy development—and for personal lifestyles. And
they are turning instead to the much broader idea from the
eighteenth-century Anglo-Saxon Enlightenment: that we
judge our progress by how much people are enjoying their
lives.

This noble and humane ideal has been a central strand
in modern Western civilization for over two hundred years.
And it has profound implications for how we should live
our own lives, and for how our policy makers should make
their choices. For individuals it provides the ethical princi-
ple that we should create as much happiness in the world
as we can, and as little misery.! And for policy makers it be-
comes the principle that they should create the conditions
for happy and fulfilling lives. In fact, as Thomas Jefferson
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once said, “The care of human life and happiness . . . is the
only legitimate object of good government??

We agree with him. But how to implement this objec-
tive? Until recently it was not easy. There was no agreed
way of measuring whether people were enjoying their lives,
and there was even less knowledge about what conditions
would help them to do so. But now all that is changing. The
last forty years have seen a burgeoning new science of “sub-
jective well-being?” On the one hand, this has shown that in
many countries, including the United States and West Ger-
many, people get no more enjoyment from life than forty
years ago or more.> On the other hand, the science tells us
a great deal about what can actually be done to increase
well-being.

The main purpose of this book is to set out that knowledge
as clearly as possible and to lay out in quantitative terms
what is known about the causes of well-being. This is crucial
for us as individuals—and also for policy makers.

Imagine a policy maker trying to allocate extra resources
between youth training or mental health. Or the chief exec-
utive of an NGO choosing the balance between care of the
elderly or support for young mothers. How can such choices
be made in a rational way? Clearly there has to be some way
of comparing the benefits of each alternative, using some
common measure of benefit. Only if this is done can the
policy maker attempt to generate the maximum total bene-
fit from the available resources.

Until recently the recommended measure of benefit was
the amount of money people would be willing to pay for
the outcome. This may make some sense for some types of ex-
penditure, but it could never make sense for much of public
expenditure—on health care, elderly care, child protection,
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law and order, parks and the environment, and welfare pay-
ments. Indeed one major reason why these activities are un-
dertaken by the state is that individual choice would not
always produce the most efficient or equitable outcomes.*
For health care many countries have for some years used
nonmonetary measures of benefit, like Britain’s Quality-
Adjusted Life Years (QALYs).* But everywhere the key issue
is: What is the best measure of the quality of life?

Measuring Happiness

In our view we should evaluate people’s happiness as they
themselves evaluate it. People are often asked, “Overall, how
satisfied are you with your life these days?” They answer
on a scale of 0-10, where 0 means “not at all satisfied” and
10 means “extremely satisfied” Or they are asked to make
a mark on a line running from 0 to 10—which gives very
similar results.® In many countries the question has been
asked in unofficial surveys for up to fifty years. But now it
is asked of large samples in regular official statistics in most
advanced countries.’”

When people answer this question, they are evaluating
their own overall well-being. That is why we like this ques-
tion. But well-being is often measured in other ways. One
approach is to try to catch people’s mood—their current
hedonic feelings of enjoyment or discomfort. This approach
is necessarily limited to a specific, and usually short, period of
time.® But it is extremely useful in illuminating the quality of
life as it is experienced moment by moment.’ A third approach
is to ask people how worthwhile they consider the things they
do in their life—the measure of so-called eudaimonia. These
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measures are interesting, but we prefer life-satisfaction as
our measure of well-being for a number of reasons.

First, it is comprehensive—it refers to the whole of a
person’s life these days. Second, it is clear to the reader—it
involves no process of aggregation by researchers. Third,
and most important, it is democratic—it allows individuals
to assess their lives on the basis of whatever they consider
important to themselves. It does not impose anybody else’s
views on what emotions or experiences are valuable. This
is particularly important if we want policy makers to use
these results. In a democracy politicians should not make
judgments about what is good for people—they should cre-
ate the conditions where people are satisfied with their lives.

Increasingly, policy makers feel comfortable about this
approach to their role. After all, enlightened policy makers
have for years been asking citizens how satisfied they are
with their public services. From there it is a smallish step
to ask how satisfied they are with their lives as a whole. In
fact, policy makers would be well advised to do this, since
our analysis of European elections over the last forty years
shows that the life-satisfaction of the population is the best
explanation of whether the government gets reelected. In
fact, as Table 0.1 shows, life-satisfaction predicts better than
any economic variable."

But how reliable is the measure? Do different people use
the scale in the same way when they answer the question?
To some extent they must do so because, as the book will
show, we can predict a person’s measured life-satisfaction
with some accuracy using a whole range of relevant fac-
tors.'! Equally, life-satisfaction is itself a good predictor of
many outcomes—not only voting for the existing govern-
ment, but also, for example, longevity."
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Table o.1. Factors explaining the existing government’s
vote share (partial correlation coefficients)

Life-satisfaction 0.64
Economic growth 0.36
Unemployment -0.06
Inflation 0.15

Can we also use life-satisfaction when we measure the
well-being of children? Clearly the quality of life they expe-
rience is intrinsically as important as that experienced by
adults (and it is even more important if we also include its
effect on the resulting adult). But children are less able than
adults to make judgments about their experience. That is
why younger children are not asked questions about life-
satisfaction. They are however asked batteries of questions
about their mood and feelings.”* Similar questions about
the child’s mood and feelings are asked of their parents and
teachers. So we aggregate these answers as our measure of
child well-being.

Thus, to summarize so far, we are interested, for all indi-
viduals, in their well-being over their lifespan. In adulthood
that is measured by life-satisfaction, and in childhood by
mood and feelings.

Causes of Happiness over the Life Course

Having measured happiness, the next key step is to explain
it—to understand why some people flourish, while others
languish. The main purpose of this book is to set out a com-
prehensive map of the causes of well-being—in a novel way.
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Putting it bluntly, most existing well-being research focuses
on only one cause at a time (often with some controls) and
shows that it influences well-being in a statistically signif-
icant way. Not only that, but well-being is generally mea-
sured in different ways in different studies.

Our approach is different. First, we use only one measure
of well-being, so that we can unambiguously compare the
effects of different factors. And, second, we estimate the ef-
fect of all these factors simultaneously, so that we can really
isolate the effect of changing each one of them on its own.
This is really crucial because most policies are targeted at
specific variables, like income or health. To know the effects
of changing any one of these, we will often want to assume
that the others remain constant.

So our analysis will show the relative importance of the
different factors within one single framework. This is im-
portant for us as individuals—and for policy makers. Once
policy makers have identified key areas of concern, they
should of course undertake controlled experiments of new
policies, and such experiments are discussed in Part III of
the book. But, before that, we need a model of how our
well-being is determined over the course of our lives. We
need to answer questions like:

e Which dimensions of childhood are the more
important—intellectual, behavioral, or emotional?

e Which aspects of life should be targeted, at what
ages?

Our model of life (excluding old age) is described some-
what crudely by Figure 0.1. An individual is born to par-
ents who have given characteristics—like income, parenting
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Family and Child Adult Adult life-
schooling outcomes outcomes satisfaction

Income Intellectual Income
Parenting Behavioral Qualifications Life-
Family break-up Employment satisfaction
Mother’s mental Emotional :

health Eamlly
Schooling rime

Physical health
Mental health

T

Figure 0.1. Determinants of adult life-satisfaction

skills,a harmonious home, and good mental health. And the
child is then educated in schools that do or do not promote
well-being. These influences (plus the genes) then determine
the way the child develops over three main dimensions—
intellectual, behavioral, and emotional. (The emotional di-
mension is also the way we measure child well-being.) We
call these dimensions of development “child outcomes”
Emotional development and behavior we measure at age
16, but we measure intellectual development by the highest
qualification ever obtained. The child then develops into
an adult, with many new dimensions of success—income,
employment, family formation, noncriminal behavior, and
health (both physical and mental). And these “adult out-
comes” then determine the person’s life-satisfaction.

This description of life corresponds to the central hor-
izontal arrows in the graph. However, all earlier stages of
life also continue to exert direct influences on later life, as
shown by the other arrows in the graph. Each stage of life is
determined by everything that preceded it.
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If we are interested in affecting life-satisfaction, we want
to know how we could affect it by intervening at different
stages of life.

e We could intervene in adulthood, in which case we
want to know how altering adult outcomes affects
life-satisfaction, holding constant everything that
went before;

e we could intervene on child outcomes, in which case
we want to know how altering them affects life-
satisfaction, holding constant family and schooling;

* we could intervene on family or schooling.

To answer these three questions we need to estimate the
three corresponding relationships:

(1) how life-satisfaction s affected by adult outcomes,
given the child outcomes and family/schooling;

(2) how life-satisfaction s affected by child outcomes,
given the family/schooling;

(3) how life-satisfaction s affected by family/schooling.

The other interesting relationships are those that ex-
plain adult outcomes and child outcomes (including child
well-being):

(4) how adult outcomes are affected by child outcomes
and family and schooling;

(5) how child outcomes are affected by family and
schooling.

Evidence on all these relationships is invaluable in sug-
gesting which areas we should consider for new policy de-
velopment aimed at improving adult or child well-being.
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But to evaluate a specific new policy we need to conduct
a proper controlled experiment. This experiment will nor-
mally tell us only the short-run effect, so the model is also
useful in enabling us to simulate the longer-term effects
that would be likely to follow any short-run effect.

This Book

So in this book our prime aim is to provide quantitative evi-
dence about relationships (1) to (5)—and much else besides.
The evidence we use is international and comes from many
countries, including especially Britain, the United States,
Germany, and Australia. Britain is especially rich in data
about how people develop over their lifetimes and provides
us with “birth cohort surveys” that have followed children
born in Britain in 1970 and 1991-92."* In addition many
countries have for decades conducted “household panel”
surveys, which follow people from around the age of 15, 0n
a year-by-year basis (Britain, Germany, and Australia)."> We
use all these surveys and other international data.'® There is
online material that includes details of all the surveys and
questionnaires used and also provides the complete tables
corresponding to every single table and figure in the book."”

In terms of structure, the first chapter sets the scene with
an overview of the whole life course, showing what matters
more and what matters less. The rest of the book is in three
distinct parts.

e Part I is about adulthood. We ask how much each
separate adult outcome matters for happiness. We
also ask “Do people adapt to it?” and we ask “Do
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people mainly compare this outcome with that of
other people?”—both crucial questions if we wish
to increase the amount of happiness in the world.
We also ask “How much do social norms matter,
and other people’s behavior?” And we ask “What
outcomes of childhood most influence the result-
ing adult?”

e Part II is about childhood itself. How do parents
affect their children’s happiness, behavior, and ac-
ademic performance? And what is the impact of
schools and teachers, compared with parents?

e Part III shows how all this information can be fed
into policy making, and why we need a totally new
way of making policy. The last chapter summarizes
our conclusions.

Cautions

Our aim is ambitious—it is to revolutionize how we think
about human priorities. Inevitably the findings at this stage
are approximate. But it is better to be roughly right about
what really matters than to be exactly right about what mat-
ters less. Our findings should therefore be judged not by
comparison with a state of perfect knowledge but with the
prevailing ignorance.

This said, the whole book is subject to certain cautions.
First, the aim is of course to show how much something
affects happiness—to measure a causal relationship. And
causal relationships are most easily established by con-
trolled experiments where the “something” is varied and

10
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the result observed. But we have few such experiments in
all social science and even fewer on happiness. So in this
book we rely on naturalistic evidence, subjected to multiple
regression analysis. But we still use the language of causality.
We say that something “affects” happiness by some specific
amount. This makes for easier reading, but the reported re-
sult is neither more nor less valid than the equation from
which it comes.

Second, all the “effects” are averaged across people, even
though they are certainly different for different people
(for some people larger and for others smaller). Moreover
most of the equations are broad-brush linear equations
without interactions—they are early overall maps of a new
and largely unmapped territory. In particular, we say little
about male-female differences, partly because most of the
equations are remarkably similar for men and women. But,
for those who wish to explore this issue, we provide in the
Online Materials the full tables for Chapter 1 separately for
men and women.

Third, there are many important issues for which life-
course surveys are not very helpful. These include the en-
vironment and housing, and also differences across ethnic
groups where the sample sizes are generally too small. We
do not address any of these issues. And fourth, this book is
about developed countries only.

Where we use the word happiness, we always mean life-
satisfaction (for adults) or emotional health (for children).
Most of the effects we show are quite small, but this does
not mean they are unimportant. If we could raise the life-
satisfaction of humanity by 1 point (out of 10) in the next
twenty-five years that would be a massive rate of progress.

11
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Conclusion

Is any of this remotely useful? Can we really persuade policy
makers to focus on the life-satisfaction of the people?

The answer is surely Yes. Already the OECD urges govern-
ments to have as their goal the well-being of their people,and
some governments use well-being as a criterion for policy
making.'® But most policy making worldwide still proceeds
by a series of ad hoc arguments, with no attempt made to
make one argument commensurate with another. At one
time Margaret Thatcher attempted to establish wealth cre-
ation as an overreaching criterion in Britain. But this did
not work because no one believed that the main objective
of health care, or child protection, or elderly care, or law
and order, or parks was to increase wealth. People had some
wider, fluffier concept of what things mattered, but no way
to compare them.

Today well-being research ofters real evidence to fill that
vacuum. It is early days yet, and the numbers in this book
are offered to stimulate further refinement rather than as
final answers. But no one can doubt that they offer a signifi-
cantly different perspective from traditional beliefs.

Can they actually be used to evaluate policies? Again the
answer is Yes. When existing methods of cost-benefit analy-
sis were first proposed sixty years ago, they seemed impos-
sibly ambitious. But, within the limits to which they apply,
they have been constantly refined. As a general approach
they are now unquestioned. The same will happen to policy
appraisal based on well-being. It will eventually become to-
tally accepted as the standard way to evaluate social policies,
and much else besides. And hopefully experimentation will

12
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become the standard prelude to policy change. The conse-
quences will be massive.

As Angela Merkel said “What matters to people must
be the guideline for our policies?” That requires evidence
from well-being research, and policy makers brave enough
to apply it. If that happens, we can surely build much hap-
pier societies.

13
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1 Happiness over the Life Course:
What Matters Most?

All human life is here.

—News of the World

The central aim of this book is to supply a perspective on
what makes people happy—to make it possible to compare
the importance of any one factor with any other. So, before
we look at each factor in detail, let us try to see the wood for
the trees—to discover what matters more and what matters
less.

In this chapter we shall estimate the five sets of relation-
ships discussed in the Introduction, using only two of our
surveys. We shall first estimate relationships (1) to (4), using
the British Cohort Study data (BCS) on children born in 1970.
Then we shall estimate relationship (5), using data on the Brit-
ish cohort born mainly in the county of Avon in 1991-92.!
These are of course results for Britain, but, as we shall see in
later chapters, they are typical of what is found across the ad-
vanced world.

The analysis in this chapter is purely cross-sectional, but
we discuss panel estimation at length later on. (In panel es-
timation all effects are smaller, but the ranking of factors is
generally similar.) Further explanation and discussion ap-
pears in later chapters. At this point the key lesson is the
power of these studies to shed a completely new perspective
on human life.

15



Chapter 1
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Distribution of life-satisfaction (0—10) at ages 34 and 42 (British Cohort Study)

Interpreting the Results

Throughout the analysis we start from the huge variation
in well-being in the population. This is large even within
one country, and wider still across the whole human race.?
The graph above is based on the British Cohort Study and,
like the figures that follow, uses observations on the sam-
ple at both ages 34 and 42.3 The standard deviation of life-
satisfaction in the sample is 1.9 (on the scale of 0-10).

So what explains this variation? The method of explana-
tion is called multiple regression. This provides estimates of
an equation such as

Life-satisfaction = (& , x Income) + (=, x Education) +etc. (1)

16



Happiness over the Life Course

where income is measured in dollars and education in years.
From this type of equation we can predict that one extra
dollar of income will increase life-satisfaction by o« points
(measured as usual on the scale of 0-10). And likewise one
extra year of education will produce an extra o« points of
life-satisfaction. And so on.

This is essential knowledge if we are to compare the effects
of alternative policies to raise well-being—by, for example,
raising earnings, expanding education, reducing unemploy-
ment, improving health, and so on. In each case we need to
know how many points of additional life-satisfaction result
from each type of improvement.

A quite different issue is how far do inequalities in in-
come, education, employment, health, and so on explain
the huge variation in happiness shown in the diagram. In
this case we have to take into account not only the effect
of having extra income, which is measured by « , but also
the extent to which income varies in the population. The
most natural measure of such variation is the standard devi-
ation (SD).* So one natural measure of the variation in life-
satisfaction produced by income inequality (other things
equal) is o SD (Income). And that amount of variation rel-
ative to the overall variation of life-satisfaction is what we

shall call 8, where

B = o, SD (Income)
' 8D (Life—satisfaction)

And so on for each other factor.

These B-coefficients are partial correlation coefficients.
They show the correlation of, for example, income and
life-satisfaction, holding all else constant. They are also

17
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the coefficients in an alternative version of equation (1) in
which all the variables are “standardized”—that is they are
divided by their standard deviations.’ The standardized re-
gression equation is Now

Life-satisfaction = (B, x Income) + (B, x Education) + etc., (2)

where all the variables are italicized to show that they are
standardized.

As we have said, these p-coefficients are useful because
they tell us how important the different factors are in ex-
plaining the overall variation in life-satisfaction. In fact, if
the variation in life-satisfaction is measured by its “variance;
we can split up the explained variance exactly into the sum
of the squared B-coefficients plus some other terms.®

In some parts of the book we shall show a-coeflicients
and in others p-coefficients, as appropriate.” When we show
B-coefticients, we shall always indicate this in the table head-
ing. If we have not shown it, this means that the regression
is based on natural units (i.e., it shows a-coefficients). All of
this is explained more fully in online Annex 1.

Every coefficient estimate is only approximate, but the
true value is 95% likely to lie within two standard errors
(s.e’s) of the coefficient estimate. So the standard errors are
shown in brackets after most of the coefficients. When any
coefficient estimate has over 90% probability of being differ-
ent from zero, the coefficient is printed in bold.* Whenever
we report an estimated equation, the results of the equation
appear as a single vertical column of numbers.

18



Happiness over the Life Course

Improving Adult Happiness

So what can we say about what determines the life-
satisfaction of an adult?? We begin with relationship (1),
which includes the “proximate” determinants, as well as the
more “distant” ones. In Figure 1.1 we focus only on the co-
efficients on the “adult outcomes.” in order to see what can
be done to improve life-satisfaction once someone is al-
ready an adult. (We turn later to what can be done when
people are children.)

The dependent variable is life-satisfaction. We begin with
economic influences. As Figure 1.1 shows, the logarithm
of equivalized household income has some effect on life-
satisfaction—similar in Britain to that found in most other
countries. But it explains under 1% of the overall variance
of life-satisfaction in the population, while all the factors
we can identify together explain around 15% of the vari-
ance. The direct influence of educational qualifications is
smaller still, though they do of course have further indirect
influence, for example, through their effect on income. As
important as income or education is whether or not you are
unemployed.

We turn next to behavior. Being partnered makes a big
difference. Equally, criminal behavior (measured by crim-
inal arrests since 16) clearly leads to social exclusion and
lower life-satisfaction.

Finally comes health, which involves mental as well as
physical health. Mental illness is a specific diagnosable
condition. It is one of many factors that can produce low
life-satisfaction. They are not the same thing. For exam-
ple women have on average more well-being than men
but more mental illness. The most convincing measure of

19
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Income
Qualifications ]

Not unemployed ]

Non-criminality

Partnered ]

Physical health

Emotional health (lagged) ]

B (se)

0.07 (0.01)
0.02(0.01)
0.08 (0.01)
0.06 (0.02)
0.17 (0.01)
0.06 (0.01)

0.18(0.01)

T T T T T T T T T 1
0.00 0.02 0.04 0.06 0.08 0.10 0.12 0.14 0.16 0.18 0.20

R2=0.147

Figure 1.1. How adult life-satisfaction at 34 and 42 is affected by adult outcomes
at these ages (British Cohort Study)

mental illness is one based on an actual diagnosis (and this
is the measure that we mainly use in Chapter 6). However in
the British Cohort Study we have to rely on 24 self-reported
answers to questions. This is a weakness, and we therefore
lag this measure (using the answers the individual gave to
these 24 questions at ages 34 and 26) to remove the simul-
taneous effect of temporary mood on reports of mental
health and life-satisfaction. Even so, the estimated effects
of mental health are large and similar to the estimates in
Chapter 6. Moreover they are, both here and later, larger
than the explanatory power of physical health, as mea-
sured by the number of health conditions the person is
experiencing.

So how can policy makers influence these proximate de-
terminants of well-being? Clearly policies directed at adults
are important—policies on poverty, adult education, em-
ployment, crime, family support, and health. But another
vital, and complementary, approach is to intervene earlier,
in childhood, in order to improve the later outcomes. This

20



Happiness over the Life Course

brings us to the more “distant” causes of human happiness
—in childhood.

Which aspects of childhood should receive the most
attention? There are broadly three main aspects of child
development—intellectual (or cognitive), behavioral, and
emotional. Intellectual development is about knowledge
and task-oriented skills. Behavioral development is primar-
ily about behavior to others. And emotional development
is about how the child feels. Which of these is the most im-
portant as a predictor of subsequent life-satisfaction?

In Figure 1.2, we estimate relationship (2) showing how
adult life-satisfaction is explained by life up to age 16, or
in the case of intellectual performance the highest qualifi-
cation obtained (including where relevant a university de-
gree).'” Behavioral development is measured by 17 questions
answered by the mother, and emotional development by 22
questions answered by the child and 8 by the mother." In
the table we show the coeflicients on the three dimensions
of child development. As can be seen, the strongest child-
hood predictor of a satisfying adult life is emotional health
in childhood. Less powerful predictors are intellectual de-
velopment and behavior. These findings have obvious rele-
vance to educational policy."

Finally, we can look further back using relationship (3)—
to the effect of a person’s family working its way through ev-
erything that followed (see Figure 1.3). For parents we look at
economic status, labor-market activity, parenting style, fam-
ily stability, and the mother’s mental health. Parents’ educa-
tion is measured by their terminal age of full-time educa-
tion, and equivalized family income is averaged throughout
childhood. Father’s unemployment is averaged through-
out childhood, and so is mother’s work. Parenting style is

21
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B (se)

Qualifications 1] 0.07 (0.01)
Behaviorat16 [ ] 0.03 (0.02)
Emotional health at 16 ] 0.10 (0.01)
0.00 0.05 010 015 R=0035

Figure 1.2. How adult life-satisfaction is affected by child outcomes (British
Cohort Study)

measured by parents’ involvement with the child, and fam-
ily stability by whether the parents were still together when
the child was 16. Mother’s mental health is based on 24
questions and is averaged throughout childhood.

As Figure 1.3 shows, most of these factors have similar
predictive power, but two findings stand out. Whether the
mother works or not has no significant effect one way or
other on whether the child becomes a happy adult. This
important finding is discussed at length in a later chapter.
On the other hand the mental health of the mother turns
out to be crucial.

B (se)

Family income 1 0.02 (0.01)

Parents’ education 1 0.02 (0.01)
Father’s unemployment 1 -0.03 (0.01)
Mother’s work ] -0.01(0.01)

Parental involvement | 0.04 (0.01)
Family break-up | -0.03(0.01)
Mother’s mental health | 0.06 (0.01)
' ' ' ' ' R2=0.020

-0.04 -0.02 0.00 0.02 0.04 0.06

Figure 1.3. How adult life-satisfaction is affected by family background (British
Cohort Study)
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The Causes of Adult Outcomes

Equations (1) to (3) give us a good idea of the effect of in-
tervening at different stages in a person’s life. But it is also
important to understand what is going on inside the black
box. How, for example, are all the different adult outcomes
determined? Even if you do not think happiness is a valu-
able outcome, you may want to know how to affect adult
income, education, employment, crime, family life, and
health. Figure 1.4 shows how these adult outcomes are
affected by the outcomes of childhood: it represents equa-
tion (4).

There is a very clear pattern. Intellectual development is
the most powerful predictor of income, qualifications, and
employment. Behavioral development is the best predictor
of prosocial living and attachment to a partner. And emo-
tional development is much the best predictor of mental
and physical health. This is important because mental health
is the strongest proximate influence on life-satisfaction, and
therefore the aspect of childhood that best predicts adult
mental health (i.e., childhood emotional health) is also a
good predictor of adult life-satisfaction.

The Causes of Child Outcomes

Finally we can examine what determines the child out
comes themselves (equation 5). This is crucial. Childhood
is not a dress rehearsal. It is life itself—to be lived to the full.
So what produces a happy, emotionally healthy child?

In Figures 1.5 (a) and (b) we look at how each of the
child outcomes at 16 depends on the experience of family
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Figure 1.4. How adult outcomes are affected by child outcomes at 16 (British Cohort Study)

and school. The analysis is based on the more detailed infor-
mation provided by the Avon Study, which includes more
data on family finances, parenting behavior, family conflict,

and, crucially, schooling. All these variables are included in
three separate multiple regressions for intellectual perfor-
mance at 16, behavior at 16, and emotional health at 16.
Intellectual performance relates to the point score at GCSE,
behavior comes from the relevant parts of the Strengths and
Difficulties Questionnaire (SDQ), and emotional health
from the Short Mood and Feelings Questionnaire (SMFQ).
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All the determining variables are averaged over the child’s
life up to 16. The results of each regression are presented in
Figures 1.5 (a) and (b).

In Figure 1.5 (a) we report the impact of the family vari-
ables on each of the three child outcomes. Strikingly, the
determinants of intellectual performance are very different
from the determinants of behavior and emotional health
(which are much more similar).

We can begin with economic variables like family income
and the family’s financial problems. These are very import-
ant for intellectual performance, and much less so for be-
havior or emotional health. The same is true of the effects
of parents’ education."

We then come to the vexed question of how children are
affected if their mothers work. Our results confirm the find-
ings of other studies that, if their mothers work (except in
their first year after the child is born), children on average
do better in school, but their behavior suffers somewhat.
There appears to be no significant effect on their emotional
well-being.'

Another key issue is how the parents relate to the child.
Standard propositions are that parents should be (i) “in-
volved” in the child’s cognitive development and (ii) “au-
thoritative;” that is, warm but reasonably strict. In the Avon
study we have good data on involvement (reading to the
child, teaching the child, going on outings, singing to the
child). This is good for all three outcomes. Unfortunately
we do not have good data on authoritative parenting, but
we can identify overauthoritarian and aggressive parenting
(shouting and hitting). This is correlated with bad behavior
and poor emotional health (though there may also be ele-
ments of reverse causation at work here).
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Figure 1.5 (a). How the child’s outcomes at 16 are affected by family background

(Britain, ALSPAC)
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The next issue is how the parents relate to each other. There
is clear evidence that parental conflict produces badly be-
haved and unhappy children. So what about family break-up,
which the British Cohort Study identified as important? The
answer is that the measured effect of family break-up is largely
a proxy for family conflict, which is highly correlated with
it. But, where there is already conflict, does family break-up
make things even worse for the children? As we show in
Chapter 13, it depends how bad the conflict is. If the conflict
is terrible, break-up helps; if the conflict is mild, break-up
adds to the damage.

Finally how are children affected by the psychological
make-up of the parents, and especially their mother? The
mother’s mental health matters relatively little for children’s
academic performance, but it matters greatly for their be-
havior and their emotional health. Their father’s mental
health generally matters less.

So parents matter. But what about schools? Many people
think schools only affect academic performance and be-
havior, but probably not the emotional health of the child,
since this depends so heavily on the family. This view is
totally wrong. In the Avon study we know which primary
school and which secondary school each child went to. So
we can see in Figure 1.5 (b) what difference these schools
made." The effect of schools is huge, holding constant the
child’s family background. Even at the age of 16 the pri-
mary school still had an enduring influence—and for be-
havior and emotional health it had as great an influence as
the secondary school.

It might be interesting to compare the importance of
schools with that of parents. But we cannot do this because,
while each school has many children in the sample, making
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Figure 1.5 (b). How child outcomes at 16 are affected by family and schooling

(Britain, ALSPAC)

it possible to identify its average effect on all those children,
each parent had only one child in the sample. However we
can summarize the overall effect of those family characteris-
tics that we can identify. As the graphs show, the size of this
effect is similar to that of the secondary school—meaning
that the true effect of parents must be larger. One should
add of course that this includes the effect of the genes they
share with their children.
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So much for the determinants of outcomes at age 16. But
childhood is an ongoing experience. It is therefore interest-
ing to look also at the determinants of outcomes earlier in
childhood—at 5 and at 11. These are shown in the online
Full Tables 10.1-10.3. The determinants are very similar to
those we have seen at age 16.

In fact we can, remarkably, trace the long-term influence of
the primary school teacher each pupil had both when they
were aged 8 and 11. First, we can measure for each teacher the
value-added that their pupils derived from the teacher—in that
year of teaching—by looking at the teacher’s average impact
on their emotional health, behavior, and math scores at the
time. Interestingly the teacher had more effect on their emo-
tional health than on their mathematical knowledge (in terms
of explained variance). And then we can show that the teach-
er’s value-added at ages 8 and 11 was still influencing the pu-
pils at age 20—Dboth in terms of their entry to higher education
and their employment record. But more on this in Chapter 14.

Conclusions

From the present whistle-stop tour, some key conclusions
are already clear.

* Income explains only a relatively small part of the
variation in the happiness of the population.

e Human relationships are much more important,
especially close personal partnering.

e Mental health is the most important single factor
explaining the variation in the happiness of the pop-
ulation.
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e If we go back to childhood and ask what is the best
predictor of an enjoyable adult life, the best predic-
tor is the child’s emotional health, which, with the
child’s behavior, is significantly more important
than all the qualifications the person ever obtains.

* And finally children are of course affected by their
parents (especially their mother’s mental health).
But schools and individual teachers also have an
enduring impact.
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PART ONE

What Makes a Happy Adult?



“Thanks, but I still want a dollar.”



2 Income

Wealth is like seawater. The more we drink, the thirstier

we become.

—Schopenhauer

Does more money buy more happiness? It does, but less than
many people might think. There are two extreme views,
both equally fallacious. On the one hand there are careless
studies claiming that money makes no difference. This is
certainly wrong, if we are talking about life-satisfaction as
the outcome. On the other hand, there are millions of indi-
viduals who think that more money would totally change
their well-being. For most people, this too is a delusion.

The effect of income on happiness is in fact one of the
best-measured effects in all happiness research. In this chap-
ter we present the evidence. This is the first of five chapters,
all of which follow a fairly standard format. Each chapter
takes the effects of one factor (here income) and begins
with evidence from the British Cohort Study, mostly cross-
sectional. It then goes on to time-series data on individuals
drawn from three panel studies for Britain, Germany, and
Australia, as well as cross-section data on the United States.
For every factor we also examine the key role of social com-
parisons and adaptation, before tracing how the factor itself
is determined by earlier childhood experiences.

There is one other important general point. From now
on we measure life-satisfaction not in terms of its standard
deviation (as in Chapter 1) but in its natural units, running
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from 0 to 10. This reflects a major purpose of this book—to
encourage people to think of well-being as a concrete en-
tity, with units that every policy maker can recognize and
can therefore try to maximize. We are confident that, with
sufficient exposure, this will become standard practice in
policy making. In the seventeenth century there was no clear
concept of temperature, but today we all know what 75°F
is like and how it differs from 32°F. Indeed most car own-
ers know the difference between temperature levels that are
quite close to each other. The same will become true of life-
satisfaction.

So what causes it? We begin with income, not because
it is the most important determinant of well-being, but
because so many people have for so long thought it was.
Indeed some economists have taken “full income” as equiv-
alent to well-being.!

Of course it would be so if everyone were the same
and everything that mattered to their well-being could be
bought with money. Neither is true. We are born different.
And, as we shall see, many key things that matter for us just
happen to us—we do not choose them. They are, in the lan-
guage of economists, “external effects” These include how
other people behave, how they influence our tastes, and the
myriad of nonchoice factors affecting our mental and phys-
ical health. And, even in many areas where choice operates,
there are problems of “asymmetric information” and imper-
fect foresight, where the happiness resulting from a choice
is different from what the person expected. In all these areas
we can learn what causes happiness only by studying it
directly.

So happiness is not the same as income. But income does
affect happiness. By how much?
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Life-Satisfaction

Our first empirical analysis uses data from the British Co-
hort Study (BCS), which covers people born in one partic-
ular week of April 1970.> Adult well-being in the BCS is
measured by the following /ife-satisfaction question:

Here is a scale from 0-10. On it “0” means that you
are completely dissatisfied and “10” means that you are
completely satisfied. Please tick the box with the num-
ber above it which shows how dissatisfied or satisfied
you are about the way your life has turned out so far.*

Information on life-satisfaction is currently available for
the BCS sweeps that were carried out when the respon-
dents were aged 26, 30, 34, and 42. For the reasons that
were explained in Chapter 1,° we concentrate our analysis
here on the data for when the respondents were 34 and 42.
The standard deviation of life-satisfaction in this group is
1.9. So anything that alters life-satisfaction by 1 point is hav-
ing a large effect (shifting someone up 21 percentile points,
starting from the mean). Even an increase of 0.1 point in
life-satisfaction from the mean raises someone by 2 percen-
tile points.

Income and Life-Satisfaction
So how much extra life-satisfaction can extra zncome bring?
The closest relationship is between life-satisfaction (mea-

sured in natural units) and the logarithm of income.® This
means that the gain in happiness from an extra dollar of
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income varies greatly with income. In fact the gain in hap-
piness is inversely proportional to income. So when a poor
person gets a dollar from someone who is ten times richer
than him or her, the poor person gains ten times more hap-
piness than the rich person loses. This so-called Diminish-
ing Marginal Utility of Income was an article of faith in
nineteenth-century economics and was a central argument
for the redistribution of income. It is now substantiated
by hard evidence, both across individuals (see below) and
across countries (see Chapter 8).

But how big is the effect? How much of the variation
in happiness is due to income inequality? For this purpose
income is measured in the BCS as household disposable in-
come per adult-equivalent’ in the household.® The distribu-
tion of this income in the BCS is the familiar bell shape—
not perfectly “normal” but fairly symmetrical, as Figure 2.1
shows. The standard deviation of log income is 0.74.” (We
use the word log somewhat loosely throughout, to mean
natural logarithm, i.e., log to the base e.)

There is a clear relationship between income and hap-
piness. This can be seen in Figure 2.2, which distributes
the whole adult population according to income and life-
satisfaction. As it shows, of the richest third of the popula-
tion, only 16% have life-satisfaction of 6 or less, while for
the poorest third this figure is 29%. However, the overall
correlation between log income and life-satisfaction is only
0.05—the variance of log income “explains” only 0.25% of
the variance of life-satisfaction.

To evaluate the effect of a policy change it is clearest if
we measure how extra income affects life-satisfaction when
this is measured in absolute units (0-10). If we regress life-
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satisfaction (thus measured) on log income and nothing else
beyond age and gender, we are estimating the relationship

Life-satisfaction = o, log Income + constant

holding constant only gender and age. The coefhicient a,
estimated this way is 0.30—a similar figure, as we shall see,
to figures found around the world." If this were the whole
story, it would mean that a doubling of income would in-
crease life-satisfaction by 0.21 points (since when income
doubles log income rises by 0.7).

But this is a maximum estimate, since other things were
not held equal in the equation. To do this, we need to esti-
mate the multivariate relationship.

Life-satisfaction = o, log Income + o, Qualifications + etc.

including the whole battery of adult outcomes, child out-
comes, and family variables. The results are shown in the
first column of Table 2.1, which reproduces Figure 1.1
from the last chapter—but with all the variables appear-
ing where possible in their natural units as labeled in the
table. The coeflicient on log income now falls from 0.30
to 0.20, reflecting the correlation between income and
other determinants of life-satisfaction like mental health
or family background. Clearly some of these other vari-
ables (like parental education) are simply correlated with
income and they should be included in the equation: they
are “confounders” But some other variables (like mental
health) may be affected by income and therefore can “me-
diate” the effect of income on life-satisfaction. To the extent
this is true their effect should not be removed, and those
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mediating variables should not be included in the equa-
tion. It would be nice if we could say how far the other
factors are “mediating” an effect of income or are simply
correlated with it (i.e., confounders). If we assume they are
all confounders we can infer that if we double someone’s
income (cet. par.) we could raise their life-satisfaction by
about 0.14 points."" Equally if we raised their income by
10% we would raise their life-satisfaction by 0.02 points—
not a huge amount for a substantial cost."

These are fairly standard results of cross-sectional anal-
ysis. But cross-sectional analysis is always at the mercy of
omitted personal variables. Those omitted variables that do
not change over time can be controlled for by including a
personal fixed effect, provided we can obtain two or more
observations on the same individual. The BCS provides
such observations at ages 34 and 42, and Table 2.1 reports in
the next column the results of a fixed effects analysis using
these data. As expected, the estimated effects are reduced,
and the impact of log income falls from 0.20 to 0.13.

However, much better panel data can be found in the
household surveys carried out repeatedly on the same house-
holds in Britain, Germany, and Australia—the British
Household Panel Survey (BHPS),” the German Socio-
Economic Panel (SOEP), and the Household, Income and
Labour Dynamics in Australia (HILDA) survey." These are
not birth cohorts, so we cannot include childhood charac-
teristics as we can in the BCS. Nor do these panels include
data on criminality. But the other variables are defined to be
as close as possible to those in the BCS. In addition we in-
clude US data from the Behavioral Risk Factor Surveillance
System (BREFSS). This is not a panel survey but a large an-
nual survey of different samples of people each year. In this
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Table 2.1. How life-satisfaction (0-10) is affected by adult outcomes

(British Cohort Study)
Units Cross-section Panel
Income In 0.20 (.03) 0.13 (.04)
Qualifications SD (index) 0.04 (.02)
Not 1,0 0.89 (.13) 0.35 (.15)

unemployed

Noncriminality Minus no. of 0.05 (.01)
arrests

Partnered 1,0 0.69 (.03) 0.40 (.05)

Physical health No. of condi- 0.12 (.01) 0.03 (.02)
tions

Emotional health  SD (index) 0.35 (.01)

(lagged)

Emotional health  SD (index) 0.11 (.02)

Observations 17,812 17,812

Individual fixed No Yes

effects

R? 0.147

Within R? 0.018

and the next two chapters we confine the analysis to people
of working age (aged under 65 but above 25).

The results are in Table 2.2. The first column shows the
results of pooled cross-sectional analyses including every
observation on every sample member, with time and re-
gional dummies added in to the equation. As can be seen,
these cross-sectional results are similar to those we have al-
ready seen in the British Cohort Study. But the fixed-effects
estimates for both Britain and Australia are really small."s
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Table 2.2. How life-satisfaction (0-10) is affected by log income

(household panel data)
Cross-section Panel
Britain 0.16 (.01) 0.04 (.01)
Germany 0.26 (.01) 0.08 (.01)
Australia 0.16 (.01) 0.06 (.01)
USA 0.31 (.01) NA

There are always problems of measurement error and tim-
ing here, and the truth probably lies somewhere between
the cross-sectional and the fixed-effects results.

The cross-sectional results in the table are fairly typical of
those found in other countries. Such analyses have by now
been carried out in most countries in the world and are
tabulated in online Annex 2. They always show a positive
impact of log income on life-satisfaction (0-10), and the
simple coefficient (with no cet. par.) is generally around 0.3.
Holding other things constant, the coefficient is nearer 0.2.

The Easterlin Paradox

It would seem to follow that, if average real income in a
country rises substantially, as it has in most countries since
the second World War, life-satisfaction would also rise sub-
stantially. Yet in many countries, including the United States,
this has not happened. Figure 2.3 gives the evidence for the
United States and the three countries whose panel data we
have been looking at. In all of them income per head has
risen substantially, while average life-satisfaction has not.'®
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This is the paradox first identified by Richard Easterlin as
long ago as the 1970s."” The paradox contrasts two stylized
facts:

e Within a country at a point in time, richer people
are on average happier.

e Within a country over time, as everyone has be-
come richer, people have not become happier.

The first of these stylized facts is certainly true, as we have
seen. The second is true of some countries, but not all. On
average world happiness has indeed risen, and at the same
time the world has become richer. But has happiness in-
creased more in those countries where economic growth
has been higher? The answer here is a matter of dispute.'® If
we look only at countries with long series of data on hap-
piness, there is no relationship between economic growth
and increases in happiness, whether the countries are all
rich or all poor, or mixed. Indeed in China, which has ex-
perienced the fastest growth of any major country, happi-
ness is the same now as in 1990.” However the analysis is
different if we include countries with shorter time-series—
but in shorter time series it becomes difficult to disentangle
the cyclical effects of boom and bust on happiness (which
certainly exist) from the effects of the long-term rate of eco-
nomic growth.

In any case none of us lives in an average country; and in
the many countries to which the Easterlin paradox applies
it is important to understand why this has been the case.
There could of course be many adverse factors that have off-
set the undoubted benefits an individual obtains from in-
creased income.? But there are two general factors intrinsic
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to income that may be at work, and both of these were men-
tioned in Easterlin’s original article. He hypothesized that
there were two possible adverse factors at work.

e Soctal comparisons. If others become richer, this re-
duces the enjoyment I get from a given income.
And if in the extreme case people care only about
their relative income, then economic growth can
bring no overall increase in happiness.

* Adaptation. The enjoyment I get from a given in-
come is lower the higher my previous income—
owing to habituation. If there is “full adaptation,’
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a person’s happiness is the same whatever their in-
come, once they have experienced it long enough.
However there cannot be full adaptation to income
because, if there were, richer people would not be
happier than poorer people, nor richer countries
happier than poorer countries (cet. par.).

Both social comparisons and adaptation are major po-
tential factors limiting the benefits from higher income.
The same may be true of the benefits of education, employ-
ment, partnering, or health if they too are subject to social
comparisons or adaptation. So in each of this sequence of
chapters we investigate the scale of social comparisons and of
adaptation.” This is important because, if we want to improve
human happiness, we should focus especially on those areas
where there is less social comparison and less adaptation.

Social Comparisons and Adaptation

In Russia there is a story of a peasant whose neighbor has
a fine cow. God asks the peasant how he can help him, and
the peasant replies, “Kill the cow” In academia, in 2008 a
website was established through which it was possible for
all University of California employees to discover their col-
leagues’ salaries. Hardly anyone knew about it until, as an
experiment, the prize-winning economist David Card and
colleagues informed a random selection of University of
California employees that the site existed.”> Shortly after-
ward, they surveyed these employees and a control group.
Employees with less than the average pay for their occupa-
tion and department were substantially less satisfied with
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their job if they knew the site existed (and thus their col-
leagues’ salaries) than if they did not.

There is now a major literature on social comparisons,
and it would require a whole book to do it justice.”> But as
the survey by Clark, Frijters, and Shields (2008) shows, com-
parisons with other people’s incomes play a big role in most
people’s life-satisfaction. We can do no more than illustrate
this from the surveys we are using in this book.

Table 2.3 is a more general version of our standard pooled
cross-section equation, where we include comparison effects
for income, education, unemployment, and family forma-
tion. For log income comparisons we use the average income
in the same sex, age group, region, and year in question.? The
negative effects of comparator income show up clearly (even
with regional and year dummies included). The size of the
effects is remarkable. In Britain, Germany, and Australia the
negative effect of comparator income is roughly as large as
(or even larger than) the positive effect of your own income.
This means that all you care about is your income relative
to that of your comparators. If this is true, economic growth
cannot increase average happiness since the average of rela-
tive income is by definition constant. In such a case only re-
duced inequality of income can increase average happiness.”

In the United States absolute income also matters, but,
if someone’s income increases, the total social benefit is
substantially less than the private benefit to that individual.
For example, taking the US estimates, when one individual
raises his or her income 10% he or she gains 0.031 points.
But the other N comparators find that their average com-
parator income has risen by 10%/N. So their total loss of
life-satisfaction is N times 0.17 times 10%/N. The net social
gain is 0.031-0.017, which is roughly half the private gain.
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Table 2.3. How life-satisfaction (0-10) is affected by own income and
comparator income (household panel data) (pooled cross-section)

Britain Germany Australia USA

Log own 0.16 (.01) 026 (.01)  0.16(.01)  0.31(.01)

income

Log comparator ~ -0.23 (.07) -0.25(.04) -0.17(.06) -0.19(.03)
income

At this point, one might of course ask: Does everyone care
equally strongly about how much other people have? Or do
these comparisons become more important when you are
well off, while poorer people worry more about their abso-
lute income? There is some evidence of this in Britain, where
the estimated coefficient on log comparator income is 0.05
points more negative at the upper quartile of income than at
the lower quartile.”® The same is true in Germany. But the
implications are the same as those we have already noted.

Another issue is whether people compare themselves not
to the average of a comparator group but for example to
some particular part of the income distribution, like for ex-
ample top incomes. In this case we should have to include
some measure of inequality (like top incomes relative to
mean incomes) in the happiness equation. However, at-
tempts to disentangle the effects of inequality on individual
happiness have not been particularly successful, and a dis-
cussion of this issue is left to Chapter 8.

What of adaptation? This can only be studied by exploit-
ing the time-series aspect of the panel data. So we add to
a standard individual fixed-effects regression a variable for
comparator income plus another equal to the average of
own log income over the previous three years (see Table 2.4).
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Table 2.4. How life-satisfaction (0-10) is affected by own income,
comparator income, and own previous income

(household panel data) (fixed effects)

Britain Germany Australia
Log own income 0.06 (.01) 0.19 (.01) 0.06 (.01)
Log comparator -0.09 (.06) -0.12 (.04) 0.01 (.04)
income
Log previous 3 -0.02 (.02) -0.08 (.01) -0.01 (.01)

years’ income

As expected, all the coefficient sizes are reduced, but social
comparisons dominate adaptation in both Britain and Ger-
many (while in Australia both become very small).

What Determines Someone’s Income?

Finally, how are family incomes determined? What aspects
of your earlier life predict your standard of living? To inves-
tigate this, we return to the BCS and estimate an equation
in which the log of equivalized income is regressed on all
three child outcomes as well as family background. Bear
in mind that this is not an individual earnings equation:
equivalized household income also reflects the income of
their partner and the size of their family. And it explains the
resulting income by everything we know about a person’s
childhood and background. The main influences are shown
in Table 2.5.%

As expected, the dominant influence is the child’s intel-
lectual performance. This is measured simply by whether
the person had or did not have an O-level equivalent (grades
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Table 2.5. How log income is affected by childhood outcomes and
family background (British Cohort Study)

Unstandardized

Units P-coefficients coefficients
Intellectual 1,0 0.15 (.01) 0.30 (.02)
performance (16)
Behavior (16) SD (index) 0.02 (.01) 0.01 (.01)
Emotional health SD (index) 0.03 (.01) 0.02 (.01)
(16)
Family income Ln 0.09 (.01) 0.12 (.02)
Parents’education ~ Age 0.11 (.01) 0.04 (.00)
Father’s Fraction of -0.02 (.01) -0.08 (.04)
unemployment waves
Mother’s Fraction of 0.01 (.01) 0.01 (.02)
employment waves
Parental SD (index) 0.01 (.01) 0.01 (.01)
involvement
Family break-up 1,0 —-0.00 (.01) -0.00 (.02)
Mother’s mental SD (index) 0.01 (.01) 0.01 (.01)
health
Number of Number -0.01 (.01) -0.01 (.01)
siblings
Postmarital 1,0 -0.00 (.01) -0.00 (.02)
conception
Female 1,0 -0.45 (.01) -0.62 (.01)
Ethnicity: white 1,0 -0.02 (.01) -0.12 (.05)
Low birth Weight 1,0 -0.02 (.01) -0.07 (.03)
Observations 12,378 12,378
R2 0.260 0.260
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A*-C) at age 16. Yet this one characteristic predicts that you
receive an extra 30% on your income.” By contrast behavior
and emotional health in childhood are weak predictors of
adult income. The next best predictors are parents’income and
father’s unemployment. If we omit the childhood outcomes,
the effects of the family variables increase, but only slightly.

Conclusions

We have covered much ground. But three conclusions stand
out. First, life-satisfaction (0-10) depends linearly on the
logarithm of income. This means that an extra dollar is 10
times more valuable (in terms of life-satisfaction) to a poor
person than to someone who is 10 times richer.’® Before hap-
piness research, economists merely speculated about the “de-
clining marginal utility of income” Now we can measure it.

Second, income is very salient, and so it becomes a major
preoccupation. But most studies suggest that by doubling
their income people can gain no more than 0.2 additional
points of life-satisfaction.

Moreover, at the level of society, if everyone doubles their
income, the effect is very much less because so much of the
positive effect of income on happiness is an effect of income
relative to others. And for society as a whole the average of
relative income cannot change.

This last finding has huge policy relevance. It affects the
importance of all policies whose aim is to increase eco-
nomic growth.’ One such is educational policy, since edu-
cation is the most important determinant of an individual’s
income. But does education also affect happiness directly, as
well as via income? Let us see.
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3 Education

We must educate our masters.

—Robert Lowe, Chancellor of the Exchequer (1868-73)

Education is the route to a career, and that is a major rea-
son for its importance. It benefits society, and society pays
the educated individual for those benefits. In the 1950s
under 10% of Britons went into higher education; now it is
nearly a half. A similar educational explosion has happened
worldwide (see Figure 3.1). So is education mainly a route
to higher productivity and better pay; or is it also a good in
itself?!

Education certainly raises income, as we saw in the last
chapter. And this effect has been remarkably sustained de-
spite the huge increase in the number of highly educated
people. Clearly the demand for educated workers has in-
creased at least as much as the supply, at least in the United
States and the UK.? And it is this wage premium that, in
part at least, draws people into higher education.

But education also provides more than just extra income
to the person who is educated. It provides an interesting
and potentially enjoyable experience for students; it edu-
cates people as citizens and voters; it generates higher tax
payments; it reduces crime (see Chapter 7). And it provides
for the individuals concerned a personal resource, interest-
ing work, and additional capacity for enjoyment through-
out their life.® In this chapter we investigate only this last
set of (“direct”) benefits, using our standard framework of
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Figure 3.1. Highest educational attainment of the adult population in advanced
countries (%)

analysis. So what is the direct impact of extra education per
se on how much we enjoy our lives?

The measure of education we use in the BCS is qualifica-
tions. The BCS tell us the highest qualifications that a person
has achieved. There are altogether five levels of qualifica-
tions,* but we need to create a single continuous variable.
So we weight each qualification by the weight it attracts in
a wage equation.’ This is the index of qualifications that
we use for the BCS. We always present it in standardized
form. In the household panel studies we measure education
more simply by years of full-time education and confine the
analyses to people under 65. For purposes of translation one
standard deviation of qualifications is approximately equal
to 2.5 years of schooling.
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Table 3.1. How life-satisfaction (0-10) is affected by qualifications
(British Cohort Study)

Effect of 1 SD of qualifications

Holding nothing else constant 0.19 (.02)
Holding everything constant 0.04 (.02)

How Education Affects Life-Satisfaction

In the British Cohort Study,education is well correlated with
life-satisfaction, provided no other variables are included.
As Table 3.1 shows, one standard deviation more of educa-
tion is associated with 0.19 extra points of life-satisfaction.

However, this overestimates the direct impact of educa-
tion per se on life-satisfaction, for two reasons. First, some
of those 0.19 points are an indirect effect of education via
other things (like income) that education affects and that
then affect life-satisfaction. These are “mediating” variables
and reflect a genuine effect of education but one that is in-
direct. Second, there are other variables, like father’s unem-
ployment, that are correlated with education and also affect
life-satisfaction. These are “confounding” variables.

To obtain the direct effect of education on life-satisfaction
we have to hold all these other variables constant. When this
is done, the effect of one standard deviation of education falls
drastically to 0.04 points of happiness. This may seem small,
but one must remember that it lasts over a very long period.

On top of this there is the indirect effect via things like
income. How big is this indirect effect of education on hap-
piness? To answer this requires a “decomposition analysis”
This is a very useful technique that we also use extensively
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in Part IT of the book. The idea is very simple and explained
more fully in online Annex 3b. Suppose that the full esti-
mated equation is

Life-satisfaction = a, Education + a, Income + etc.
but we also estimate the simple relationship
Life-satisfaction = b, Education

Then b, will be larger than a, and the difference will equal
a, times the “effect” of education on income, plus all the
other similar terms for all the other variables. Some of
these variables will be “mediating” variables, and some will
be “confounders” (where for example the “effect” of ed-
ucation on father’s unemployment is clearly not a causal
relationship).

The variables that have a good claim to be mediating
variables are those listed in Table 3.2. Some of the relation-
ship between education and these variables is not causal,
but we cannot separate out the part that is confounding.
Treating the whole as a mediating effect we find the total
effect of education on happiness as shown in Table 3.2. This
total is less than the simple estimate of 0.19, and the resid-
ual is due to the role of confounding variables, like father’s
unemployment.

Thus, to conclude our BCS analysis, education in itself
has a small positive direct effect on life-satisfaction, but a
bigger overall effect due to its effect via income and other
mediating variables.”

Like the BCS, the household panel surveys also find that
happiness is moderately affected by education per se. The
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Table 3.2. How life-satisfaction (0-10) is affected by qualifications

(British Cohort Study)
Effect of 1 SD of
qualification
Direct effect 0.04
Mediated effect via income 0.03
not unemployed 0.00
partnered 0.00
noncriminality 0.01
physical health 0.00
mental health 0.02
Total 0.10

British, German, and US estimates are similar; the Austra-
lian estimate is actually negative (see Table 3.3).

Taken together with the mediated effects, a total effect av-
eraging say 0.07 points of life-satisfaction throughout life is
a worthwhile contribution for one extra year of education.®
However, there is one major problem: social comparisons.
In Table 3.4 we investigate how people’s life-satisfaction is
affected by the years of education of others in the same age
group, gender, and region.

Looking at the first column for each country, the effect of
other peoples’education is consistently negative.” In Britain

Table 3.3. How life-satisfaction (0-10) is affected by years of education
(household panel data) (pooled cross-section)

Britain Germany — Australia USA

Years of education  0.03 (.00) 0.05 (.00) -0.01(.00) 0.03 (.00)
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Table 3.4. How life-satisfaction (0-10) is affected by years of education
(household panel data) (pooled cross-section)

Education Britain Germany Australia USA
Own 0.03 -0.16 0.05 0.07 -0.01 -0.13 0.03 -0.02
(.00) (.07) (.00) (.05) (.00) (.05) (.00) (.01)
Others’ -0.09 -0.27 -0.05 -0.02 -0.03 -0.14 -0.01 -0.06
(.02) (.07 (.01)  (.06) (.01) (.05) (.01)  (.02)
Own x 0.01 -0.00 0.01 0.01
others’ (.01) (.00) (.00) (.00)

it is larger than the total of positive effects. In the other
countries it is also substantial.

So what is happening here? Are people just going to
higher education because their friends go and it would
therefore hurt not to go? We investigate this hypothesis in
the second column for each country. We do indeed find
some evidence that the more other people are going to fur-
ther education, the more you gain in happiness by going
yourself.

To sum up, extra education brings considerable benefits
(direct and mediated) to the individual. But these are sub-
stantially offset by the negative effect of one person’s edu-
cation on others in the peer group. However that is not the
end of the story: there are other external effects.

Most important may be the development of a better in-
formed and more rational set of citizens and voters. Sec-
ond, there are the tax externalities. More education leads to
higher incomes and therefore higher taxes, which can be
used to provide better public services or higher disposable
income to other families. If the latter, this could add at most
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0.01 points to the social return from one year of education
for one person.' Finally, education reduces crime. We inves-
tigate the issue of crime in Chapter 7. From those estimates
we can infer that one extra year of education for one per-
son may reduce crime enough to generate 0.14 extra point-
years of life-satisfaction for the population.!” When spread
over say sixty years of life, this makes little difference to the
overall assessment. As educators we had hoped the case for
general educational expansion was stronger than appears to
be the case."

Causes of Educational Success

Finally we turn to the causes of educational success. These
have been much studied; but it is still useful to fit them into
our overall framework, using the British Cohort Study."

Our aim is to explain a person’s highest educational qual-
ification (measured as usual in standardized form). The re-
sults are in Table 3.5. As explanatory factors, we include all
three measures of child development at 16. Here intellec-
tual performance is measured by a simple variable reflect-
ing whether or not the person had any O-level equivalent
(grades A*-C). Not surprisingly people with this achieve-
ment at 16 reach a final level of educational qualification
nearly one standard deviation higher than other people
do. Unlike emotional health, behavior is also a significant
predictor.

Family background also matters. If your family is three
times richer, your qualifications are on average 0.2 stan-
dard deviations higher. If your father is continuously un-
employed, they are 0.3 standard deviations lower. No other
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Table 3.5. How highest qualification (standardized) is affected by
childhood outcomes and family background (British Cohort Study)

RH variables
Units P-coefficients unstandardized

Intellectual 1,0 0.33 (.01) 0.94 (.03)
performance
(16)
Behavior (16) SD (index) 0.06 (.01) 0.06 (.01)
Emotional SD (index) 0.01 (.01) 0.01 (.01)
health (16)
Family income Ln 0.10 (.01) 0.21 (.03)
Parents’ Age 0.19 (.02) 0.10 (.01)
education
Father’s Fraction of -0.05 (.01) -0.29 (.06)
unemployment waves
Mother’s Fraction of -0.03 (.01) -0.08 (.04)
employment waves
Parental SD (index) 0.04 (.01) 0.04 (.01)
involvement
Family break-up 1,0 -0.02 (.01) -0.05 (.03)
Mother’s mental SD (index) 0.03 (.01) 0.03 (.01)
health
Number of Number -0.03 (.01) -0.03 (.01)
siblings
Postmarital 1,0 0.02 (.01) 0.08 (.04)
conception
Female 1,0 0.02 (.01) 0.04 (.02)
Ethnicity: white 1,0 -0.05 (.01) -0.33 (.09)
Low birth 1,0 -0.02 (.01) -0.07 (.05)
weight
Observations 8,943 8,943
R? 0.232 0.232
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variables have a particularly large effect, except for mother’s
mental health and being white, which in that cohort was
an educational disadvantage." If we leave out the effect of
childhood outcomes, the effects of the family variables rise
on qualifications, but only slightly."

Conclusion

Education raises the income of individuals and of nations.'¢
But does it do more than this? Extra education per se raises
the happiness of the educated person somewhat, over their
whole lifetime. But it lowers the happiness of the rest of the
population. There are, however, effects in reducing crime,
which we investigate in Chapter 7. And there are hopefully
positive effects on our national civic life, which we are un-
able to investigate with data only on individuals in one
country. Moreover, as we show in Chapter 14, the quality of
education matters even more than its quantity.

So where are we so far? We have examined two of the
most common indicators of progress in most people’s
minds—higher income and more education. And we have
found that they contribute less to life-satisfaction than most
people suppose. Can it be that, relative to these rather eco-
nomic variables, we have underestimated the role of human
relationships—at work, in the family, and in the commu-
nity? This is what we turn to in the following chapters.
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ve stopped carrying a briefease. I don’t like to flaunt my employment.”



4 Work and Unemployment

The insupportable Labour of doing nothing.

—S8ir Richard Steele

Full-time workers spend at least a quarter of their waking
life at work.! But sad to say, on average, they enjoy that time
less than anything else they do. The worst time of all is
when they are with their boss.?

Even so, people hate it even more if they are unemployed.
This is not just because they lose money from being out of
work. They lose something even more precious—a sense of
contributing, of belonging, and of being wanted.

In this chapter we explore all these issues, focusing again
on people under 65. We first look at unemployment—how
much it hurts, whether you can adapt to it, what legacy it
leaves, the role of local unemployment rates, and what de-
termines who becomes unemployed. Only then do we turn
to the quality of work.

Unemployment

The pain caused by the experience of unemployment is
one of the best-documented findings in all happiness re-
search.> Most unemployed people are struggling and less
happy than when they were in work. For the same reason
they become happier when they get back to work.* We can
document this most clearly from the panel studies, but first
we can use the British Cohort Study to look at how satisfied
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Table 4.1. How life-satisfaction (0-10) is affected by labor-force status

(British Cohort Study)

Compared with

Sfull-time workers Cross-section Cross-section Panel
Unemployed -1.55 (.13) -1.06 (.15) -0.30 (.15)
Part-time workers —0.01 (.05) 0.05 (.05) 0.09 (.07)
Selfemployed 0.19 (.05) 0.25 (.09) 0.34 (.08)
Out of labor force -0.08 (.06) -0.09 (.10) 0.26 (.09)
Controls Age, gender All All + fixed

effect

people are with all the different possible positions in the
labor force.

In Table 4.1 we compare the life-satisfaction in each
group with that of people with full-time jobs, holding con-
stant only age and gender. The unemployed are less happy
by a staggering 1.5 points, see column (1). By contrast self-
employed people are happier by nearly 0.2 points.” How-
ever the effect of unemployment falls to around 1 point
when, in column (2), all the other standard factors (includ-
ing income) are introduced. So unemployment hurts for
many reasons beyond the loss of income.

Similar results are obtained in the panel datasets for
Britain and Germany (see Table 4.2).° When all the data
for each country are pooled and subjected to cross-section
analysis, unemployment reduces life-satisfaction by 0.7 of a
point in Britain, 1 whole point in Germany and rather less
in Australia and the United States.

However all cross-section estimates are subject to bias
from omitted personal variables. We can remove this bias by
introducing a fixed personal effect for each individual. The
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Table 4.2. How life-satisfaction (0-10) is affected by labor force status—
compared with full-time workers (household panel data)

Britain Germany Australia USA
Pooled cross-section
Unemployed -0.70 (.04) -0.99 (.03) -0.31(.03) -0.45(.02)
Part-time 0.03 (.02) -0.03 (.02) 0.08 (.02) NA
workers
Self—employed 0.06 (.03) —0.08 (.03) 0.01 (.03) 0.08 (.01)
Out of labor -0.29 (.02) -0.10 (.02) -0.04 (0.2) -0.23 (.01)
force
Panel
Unemployed -0.46 (.04) -0.71 (.03) -0.18 (.02)
Part-time -0.01(.02) -0.11(.02)  0.01(.01) NA
workers
Selfemployed ~ -0.04 (.03)  -0.04 (.04) 0.03 (.02)
Out of labor -0.14 (.03) -0.14 (.02) -0.04 (.02)
force

estimates now tells us what happens on average every time
the individual changes his or her labor-force status. We now
estimate that, compared with full-time employment, unem-
ployment in Britain reduces life-satisfaction by 0.3-0.4 points
(see Tables 4.1 and 4.2). The German estimate is higher at 0.7,
while the Australian one is lower at around 0.2.

Adaptation and Scarring

If unemployment hurts, do you get used to it after a while

so that it becomes less painful? The answer is No. That is the
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finding of previous literature,” and here we investigate it for
men using the household panel data.®

We study those individuals in the sample who had at least
one spell of unemployment, and we observe their well-being
in the years before their first spell began and the subsequent
years (up till their next spell of unemployment).” For the
whole sample we now estimate a standard regression that
measures the level of life-satisfaction in these years, using a
fixed effect to remove any selection biases.!” The equation
tells us how happy on average the sample were in the years
before unemployment set in, and then how happy those
people were who were still unemployed one year later, two
years later, three years later, and four or more years later. The
results are plotted in Figure 4.1.

As can be seen, in Britain and Germany the onset of un-
employment reduces life-satisfaction by nearly 1 point, and
life-satisfaction remains at least this low so long as the per-
son remains unemployed. In none of the three countries is
there any adaptation to unemployment.

What happens once a person is reemployed? Does the
experience of unemployment still linger, reducing the per-
son’s life-satisfaction? This is the issue of scarring. We in-
vestigate this by including in our regressions a variable
reflecting the amount of time a person was unemployed
previously. For the BCS we have a complete record at age
30 for the proportion of time the individual has been un-
employed since joining the labor force. When we introduce
this into our standard equation, it attracts a coefficient of
-1.47 (s.e. = .18). This means that each previous year of un-
employment is reducing current life-satisfaction by about
0.1 points (1.47/14)—one-tenth of the pain it causes at the
time.
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Britain Germany Australia

Effect on life-satisfaction (0-10)

-2.04

-2.5

T T T T T T T T T | T T T
4 2 0 2 4+ -4 2 0 2 4+ -4 -2 0 2

Years before and after becoming unemployed

Figure 4.1. Adaptation to unemployment. (household panel data) (men).
Note: The value of o corresponds to more than four years before becoming unemployed.

Very similar estimates are found in the household panel
data. In Table 4.3 we add to each pooled cross-section
equation a variable representing the proportion of the last
five years for which the person was unemployed.' The es-
timated coefficients are all about 0.6, meaning again that

Table 4.3. How life-satisfaction (0-10) is affected by current and previ-
ous unemployment (household panel data) (pooled cross-section)

Units Britain Germany Australia
Current 1,0 -0.74 (.07) -0.82 (.03) -0.37 (.04)
unemployment
Previous 0-1 -0.44 (.13) -0.73 (.05) -0.53 (.10)
unemployment
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each previous year of unemployment is reducing cur-
rent life-satisfaction by about 0.1 point. Thus unemploy-
ment causes pain not only at the time but also to a lesser
extent over the years that follow, even after the person is
back in work."

Local Unemployment

When jobs are scarce, this makes some people unemployed;
but it also creates fear and uncertainty for many more
people, even if they currently have work. In consequence,
when unemployment rises in a region, this reduces the life-
satisfaction of the employed population in the region. Table
4.4 shows this effect in the first row of the table.” It im-
plies that in Britain a 10% local unemployment rate reduces
the life-satisfaction of the employed population by 0.14
points—and rather more in Germany and less in Australia.

At the same time, for those who are unemployed, a high
unemployment rate reduces their sense of shame at being
unemployed, and it also expands the social group with
whom they can interact." Does this help? We investigate
this issue in the second row of the table, and the answer is
Yes, it helps but not by much. For example, in Britain, using
the bottom two rows of the table we find the following. If
the local unemployment rate is 10%, unemployed people
suffer in total a loss of 0.69 points (i.e., 0.73-0.038), while
when the unemployment rate is zero they suffer by 0.73
points. This is not much comfort, and even though the esti-
mated interaction effect is bigger in Germany and Australia,
we conclude that social comparisons are not a big issue for
the effects of unemployment.
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Table 4.4. How life-satisfaction (0-10) is affected by your own unemployment and
by the regional unemployment rate (household panel data) (pooled cross-section)

Units Britain Germany Australia USA

Own unem- 1,0 -0.73 (.09) -0.93(.07) -0.48(.11) -0.49 (.06)
ployment

Regional 0-1 -1.38 (.56) -1.58(.36) -0.37(.42) -1.44(.47)
unemploy-
ment rate

Regional (0-1)x(1,0) 0.38(1.36) -0.67 (.75) 2.85(1.74) 0.93 (1.18)
unemploy-

ment rate x

own unem-

ployment

Note: Regional unemployment rate is for same age group and gender.

But the spillovers on the rest of the population are severe.
So if we look at the total well-being cost when a person
becomes unemployed, it is 0.7 points for the unemployed
person and another 2.0 points in aggregate among the rest
of the population.’

From this analysis, unemployment emerges as an unal-
loyed bad. It reduces well-being and is not mitigated by ha-
bituation or by social comparisons.

Causes of Individual Unemployment

But what determines which individuals become unem-
ployed?'® The main issue is to explain who has a history
of unemployment, not who is unemployed at a particular
moment. To explain lifetime well-being, we need to ex-
plain lifetime unemployment—or at any rate the amount
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of unemployment over a longish spell of years. As we have
seen, the BCS give us data on a person’s complete unem-
ployment history up to the age of 30. So in Table 4.5 the
dependent variable is the percentage of that time the per-
son spent unemployed—in other words their average un-
employment rate. For ease of exposition, we measure it this
time as a percentage (rather than a proportion).

In Table 4.5, column (1) we give the f-coefficients. As this
shows, the biggest single determinant of your unemploy-
ment rate is your father’s unemployment rate. (The effect is
measured here with childhood outcomes held constant, but
this has little effect on the impact of the family variables.)
So, turning to column (2), if your father’s unemployment
rate averaged 10%, your own unemployment rate will av-
erage 0.6% points higher than if your father was never un-
employed. The rate of intergenerational transmission (mea-
sured by the B-coefficient of 0.09) is thus only modest."”

Quiality of Work

But do people enjoy their work? Only recently has social
science shown how little most people do in fact enjoy
their work, compared with many other activities. This has
been discovered through time-use studies pioneered by,
among others, the Nobel Prize-winning psychologist Dan-
iel Kahneman. Table 4.6 shows the results of his team’s first
time-use study,'® of around nine hundred women in Texas.
They were asked to divide the previous working day into epi-
sodes, like a film: typically they identified about fourteen
episodes. They then reported what they were doing in each
episode and who they were doing it with. They were also
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Table 4.5. How an individual’s percentage of time unemployed up to
age 30 is affected by childhood factors (British Cohort Study)

All variables
Units p-coefficients unstandardized

Intellectual 1,0 -0.04 (.01) -1.40 (.41)
performance (16)
Behavior (16) SD (index) -0.06 (.02) -0.71 (.20)
Emotional health SD (index) -0.04 (.01) -0.47 (.17)
(16)
Family income Ln -0.03 (.01) -0.81 (.34)
Parents’ education ~ Age 0.02 (.01) 0.15 (.08)
Father’s Fraction of 0.09 (.02) 6.39 (1.26)
unemployment waves
Mother’s Fraction of -0.05 (.01) -1.94 (0.42)
employment waves
Parental SD (index) -0.04 (.01) -0.43 (0.17)
involvement
Family break-up 1,0 0.01 (.01) 0.54 (.45)
Mother’s mental SD (index) -0.03 (.01) -0.31 (.17)
health
Number of Number 0.04 (.01) 0.39 (.15)
siblings
Postmarital 1,0 0.02 (.01) 0.71 (.46)
conception
Female 1,0 -0.07 (.01) -1.69 (.26)
Ethnicity: white 1,0 -0.01 (.01) -0.70 (1.24)
Low birth weight 1,0 -0.00 (.01) -0.24 (.60)
Observations 9,811 9,811
R2 0.046 0.046
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Table 4.6. Happiness in different activities (sample of Texan women)

Activity Average happiness Average hours a day
Sex 4.7 0.2
Socializing 4.0 2.3
Relaxing 3.9 2.2
Praying/worshipping/ 3.8 0.4
meditating

Eating 3.8 2.2
Exercising 3.8 0.2
Watching TV 3.6 22
Shopping 3.2 0.4
Preparing food 3.2 1.1
Talking on the phone 3.1 2.5
Taking care of my 3.0 1.1
children

Computer/e-mail/ 3.0 1.9
Internet

Housework 3.0 1.1
Working 2.7 6.9
Commuting 2.6 1.6

asked how they felt in each episode, along twelve dimen-
sions that can be combined into a single index of good or

bad feeling.

The table shows what they liked most (sex), and what
they liked much less. Bottom, bar one, comes work. This is
of course an average over all the hours of work.

This finding has since been confirmed in many studies
of more representative samples including those in the US
government’s official American Time Use Survey.” Work
always comes very near to the bottom of the list.
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Table 4.7. Happiness while interacting with different people
(sample of Texan women)

Interacting with Average happiness Average hours a day
Friends 3.7 2.6
Relatives 3.4 1.0
Spouse/partner 33 2.7
My children 3.3 2.3
Clients/customers 2.8 4.5
Coworkers 2.8 5.7
Alone 2.7 34
Boss 2.4 2.4

Equally distressing is how people experience their boss.
As Table 4.7 shows, the worst time in the day for the Texan
women was when they were with their boss. This too has
been found elsewhere for more representative samples.?
Apparently most bosses fail to inspire their subordinates or
make them feel appreciated. This raises real questions about
modern methods of management.

Not surprisingly people prefer shorter hours to longer
hours. Figure 4.2 shows the effect on life-satisfaction of
different hours of work in our four household panel coun-
tries. It would appear that, in all these countries, shorter is
better other things equal. The difference in life-satisfaction
between those working over 50 hours a week and those
working 11-20 hours averages nearly 0.2 points of life-
satisfaction, everything else (including household income)
held constant.

So how can work be made more enjoyable? Clearly any
business has to make money. Its sole aim cannot be to make
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Figure 4.2. How life-satisfaction (0-10) is affected by weekly hours of work—
compared with o—10 hours (household panel data) (pooled cross-section)

its workers happy, or even its customers. But there is in-
creasing evidence that making workers happy and engaged
does help a firm to make money. For example, one study
focused on the 100 US companies that (based on employee
surveys) were judged to be the “100 Best Places to Work” in
1985. The share prices of those companies were followed
for the next twenty-five years and compared with the share
prices of all other US listed companies. After twenty-five
years, money invested in the 100 Best Places to Work was
worth 50% more than the same amount of money invested
in other companies.”!
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So what does make somewhere a good place to work?
This is a whole subject in itself. Roughly speaking, a good
workplace needs to offer:

* good work organization, including

clear goals for the work

adequate autonomy in doing it
support and appreciation for doing it
adequate skill and time to do it
sufficient variety of work

safety at work

* good work/life balance, including

reasonable hours of work
flexibility for family objectives

* good pay, promotion prospects, and job security

There have been countless studies of job satisfaction that
lie behind this.” But the acid test is whether the workplace
makes people contented with their life as a whole. Here
there have been few studies of the effect of the workplace on
overall life-satisfaction.

To study this, a good source is the European Social Sur-
vey (2004 and 2010), which asked detailed questions about
the different dimensions of workplace experience. Table
4.8 studies employed people and shows the regression of
life-satisfaction (0-10) on a set of questions that cover most
of the standard characteristics of good practice that were
listed earlier. Interestingly all the characteristics show up
with fairly similar sizes of effect, and the effects are big.?’
Questions relating to worklife balance are particularly
strong predictors of life-satisfaction across these European
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Table 4.8. How life-satisfaction (0-10) is affected by various dimen-
sions of workplace quality (European Social Survey)

Life-satisfaction

Wages (log) 0.19 (0.06)
Work hours per week -0.14 (0.19)
Supervisor 0.10 (0.04)
Job is secure 0.23 (0.03)
Good opportunities for promotion 0.25 (0.06)
Job has high autonomy 0.23 (0.02)
High variety in work 0.25 (0.03)
Coworkers are supportive 0.27 (0.03)
High time pressure -0.11 (0.03)
Job interferes with family life -0.49 (0.04)
Worry about work at home -0.32 (0.04)
Job is dangerous -0.37 (0.06)
Country and wave dummies Yes
2-digit industry dummies Yes
2-digit occupation dummies Yes
Observations 21,590
R? 0.273

countries. So this table offers plenty of suggestions for em-
ployers who wish to improve the atmosphere at the work-
place.

Using the coefficients in Table 4.8 we can calculate a
quality-ofwork index for each member of the sample. We
can then compute how one standard deviation in the qual-
ity of work alters life-satisfaction. It raises life-satisfaction by
0.4 points—a substantial effect.

74



Work and Unemployment

Conclusion

If it is important to make work more enjoyable, it is even
more important to make sure that those who want it have
it. Unemployment is one of the most bruising of all expe-
riences. It cannot be adapted to, and it leaves psychological
scars. Public policy should aim not only to stabilize unem-
ployment but to make it permanently lower. That is the
most important objective for economic policy. But it is time
to move beyond economics and into people’s private lives.
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5 Building a Family

Marriage is a great institution, but I'm not ready for an

institution yet.

—Mae West

Most people want a partner, and most want at some time
to have children. Are they right, in terms of what will bring
them satisfaction and fulfillment? These are important is-
sues for any form of public policy that aims to support peo-
ple in achieving a good life.

Life-course data provide important evidence on all this.
They show decisively the importance of close personal rela-
tionships to a satisfying life. When it comes to children, the
answer is more nuanced.

Partnering, Separation, and Bereavement

Our surveys provide the following breakdown of people ac-
cording to their family status:

Married

Living as married

Separated (i.e., married but not living with spouse)
Divorced (but not remarried)

Widowed

Single
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Figure 5.1. Family status by age in Britain (UKHLS, 2010-15)
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In earlier times few people “lived as married™ they just
got married. But in the last fifty years cohabitation has be-
come more and more common, and in Britain a third of
children are now born to an unmarried couple who live
together.! So, from a functional point of view, the first two
groups are so similar that we merge them into a single
group that we call “partnered”

Similarly, there is no massive difference between being
separated and legally divorced, and we combine these two
under the generic heading “separated” Separation can occur
at any age. But widowhood becomes increasingly common
with age, and in this chapter we therefore include adults of
all ages. The division of the British population between the
different categories is as shown in Figure 5.1.

How much difference does it make whether you are
single (our omitted category), partnered, separated, or wid-
owed? We can look at this first using the data from the BCS
(see Table 5.1).
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Table 5.1. How life-satisfaction (0-10) is affected by family status

(British Cohort Study)
Compared with single Cross-section Panel
Partnered 0.77 (.04) 0.34 (.06)
Separated -0.11 (.06) -0.16 (.10)
Widowed -0.44 (.33) -0.97 (.46)

Other things equal, partnered people are (in cross-section)
happier than single people by a huge 0.8 points. Widow-
hood is of course tragic, especially in your 30s and 40s, and
the tragedy becomes even more evident when we move to
the panel data analysis in the second column. By contrast the
coefficient on being partnered is reduced in panel data (so
that part of the cross-section correlation reflects inherently
happier people being more likely to be with a partner).

Table 5.2. How life-satisfaction (0-10) is affected by family status—
compared with single (household panel data)

Britain Germany Australia USA

Pooled cross-section

Partnered 0.59 (.03) 0.29 (.03) 0.47 (.03) 0.49 (.01)
Separated -0.15 (.04) 0.03 (.03) -0.16 (.05) -0.04 (.01)
Widowed 0.11 (.08) 0.06 (.07) 0.18 (.10) 0.07 (.01)

Panel

Partnered 0.28 (.05) 0.14 (.03) 0.30 (.03)

Separated  -0.12(.07)  0.01 (.04)  —-0.21(.04) NA
Widowed -0.02 (.12) -0.32 (.14) -0.15 (.13)
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However, we find more comprehensive evidence on fam-
ily and children from the household panel data, which cover
people of all ages. The results are shown in Table 5.2. The cross-
sectional effect of partnering here averages around 0.5 points
and the panel estimate around 0.2. Separation emerges as very
negative—in cross-section about 0.6 points worse than being
partnered, and in panel analysis about half that. The effect of
losing your partner through death is about 0.4 points.

Adaptation

But do you adapt to the end of a relationship—or indeed
to the beginning of one? Figures 5.2-5.4 present our key

Britain German Australia
Men 4

Women

Effect on life-satisfaction (0-10)

-0.5

T
2 4+ -4 -2 0 2 4+

|
EN
I
N
o
N
N
F
|
EN
|
N
o
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Figure 5.2. Adaptation to partnership (household panel data)
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results. They are estimated in the same way as was described
in the case of unemployment in Chapter 4.

The results are striking. On average people who enter a
partnership go on enjoying it year after year—see Figure 5.2.
In Britain and Australia, there is virtually no habituation ei-
ther for men or women, though in Germany there appears
to be some. In every country there is of course a courtship
effect: people are becoming more cheerful as partnership
comes in sight.

At first glimpse these results are at odds with most ear-
lier published work on the effects of marriage.> But they
are not, because here we are focusing on the more relevant
variable, which is partnership, including cohabitation. If co-
habitation begins first and marriage follows later, all that
the earlier research has shown is that the additional mar-
riage premium soon fades. The benefit of the relationship
continues.

If relationships bring long-lasting benefits, separation
brings pain. Figure 5.3 covers all who were originally part-
nered but then became separated. It shows the effect of the
first separation up to the point when the person becomes
repartnered. As the figure shows, the pain is worse to start
with, but in no country is there a full return to the original
position.**

There is also some adaptation to losing a partner through
death, which earlier research has also shown. As Figure 5.4
shows bereavement is extremely painful, and though sub-
stantial recovery generally follows, it is rarely complete.*¢7

But can the social setting help? It surely feels worse to
be on your own when everyone else like you is partnered.
We find some evidence of this, though it varies between
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countries. In both Britain and Australia people without
partners suffer if more other people are partnered, but the
effect is smallish.?

Having Children

If partnerships bring joy, what about children? This is com-
plicated to investigate, because people can to a large extent
choose whether or not to have children. To a degree people
who want children more get more children, just as people
who like classical music are more likely to listen to it. So if
we compare people with and without children we may be
just comparing people with different tastes, without discov-
ering what difference the children made to those who had
them.” To find that out, we have to follow the same people
over time. So we shall focus mainly on that.

In these surveys the only evidence we have is on whether
people have children who are still living with them.'® So we
can say nothing about the benefits or otherwise of children
who are grown up or of grandchildren. As for having chil-
dren in the home, we find in our equations that the most
effective variable is whether there are any children, not how
many there are. So in Figure 5.5 we show for the British
household panel, the proportion of people who have any
child living at home. After 45 this plunges, and we therefore
confine our analysis to people aged 30-45, or in the BCS as
usual to people aged 34 and 42.

So what does the evidence show—are children a bless-
ing? In the BCS cohort, the effect of having any child is to
raise life-satisfaction by 0.25-0.30 points (in cross-section
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Figure 5.5. Percentage of people with children at home in Britain (BHPS,
2010-15)

and panel respectively). The larger household panel samples
give similarly large figures for Germany, but much smaller
ones for Britain and Australia."

The effect is also somewhat fleeting, as appears when
we look carefully into the pattern of adaptation. Figure 5.6
studies those panel members who ever had a child, over the
years before and years after they had their first child. In all
three countries there is excitement as the child approaches,
joy when the child arrives, and complete adaptation within
two years. This is of course an average finding, but it applies
to both fathers and to mothers.

This finding—that young children have only small aver-
age effects on life-satisfaction—is in line with the findings
of previous research.'? A sensible conclusion is that having
young children brings some satisfaction but on average
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Figure 5.6. Adaptation to parenthood (household panel data)

not a lot (with huge upsides being matched by significant
downsides).

Causes of Partnering and Parenting

If being partnered is so desirable while it lasts, what deter-
mines who gets partnered? Partnership is not easy to pre-
dict, but Table 5.3 provides some interesting insights. Not
surprisingly, people whose parents broke up are 4% points
less likely to be partnered (in the BCS). And all the dif
ferent dimensions of child development make equal (but
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small) contributions to explaining whether you become
partnered.

Conclusions

As we have seen, human relationships at the most intimate
level make a huge difference to a person’s happiness. How-
ever, family history, in so far as we can measure it, contrib-
utes little toward explaining who becomes and remains part-
nered. This suggests that later interventions to help people’s
social skills may have as much a role to play as childhood
interventions. One obvious issue here is mental health.
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6 Health of Mind and Body

Of all the things that I have lost, I miss my mind

the most.

—Mark Twain

“What do you most desire in life?” Many people say physical
and mental health. Physical pain is one of the worst of all
human experiences—bodily torture being an extreme case.
And mental pain is as bad as most physical pain, and very
similar—it is experienced in the same brain areas as the af-
fective components of physical pain.' Indeed mental illness
is the most common cause of suicide.?

So both mental illness and physical illness are major
causes of human wretchedness. But many existing studies
of life-satisfaction ignore mental illness. Implicitly they as-
sume that misery and mental illness are the same thing. As
we argued in Chapter 1, this is quite wrong. Many things
can cause low life-satisfaction, some of them directly and
others indirectly by causing mental illness. But there are
also sources of mental illness that are uncorrelated with
any of the obvious external causes like poverty, unemploy-
ment, separation, or bereavement. We overlook a key part
of human experience if we overlook mental illness of that
type.’> Multiple regression enables us to study the effects of
that type of mental illness, by holding constant the obvious
external causes.
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Causes of Misery

Since only a minority of us are sick at any one time, the dis-
tribution of health is not symmetrical—it is highly skewed.
For this reason, we begin this chapter by looking at the causes
of misery, rather than of life-satisfaction over its full range.

We define those in misery (“les misérables”) as all those
over 25 who are at the lowest levels of life-satisfaction. For
example, in the British BHPS it is those with life-satisfaction
of below 4 who amount to 10% of the overall population
of people over 25.* And the first question is, What changes
would do most to reduce the number of people in misery in our
soctety?

Many people would say “End poverty and unemploy-
ment” This would be very desirable, but, as we shall see, it
would be even more desirable to eliminate ill health, both
physical and mental.

To explore this issue we use data for the United States
(BRESS),* Australia (HILDA), and Britain (BCS and BHPS).
The first three of these have reasonably objective definitions
of mental illness:

The United States and  Has ever been diagnosed for

Australia depression or an anxiety
disorder.*
Britain (BCS) Has seen a doctor in the last

year for emotional problems.

The BHPS uses the GHQ-12, which consists of a set of 12
self-reported diagnostic symptoms. There is a clear danger
that transitory mood factors will influence both the GHQ
replies and the person’s reported life-satisfaction. For the
GHQ we therefore always enter the previous year’s value.
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Physical illness is measured in Britain and the United
States by the number of physical illnesses or conditions
(like diabetes, angina, stroke, asthma, arthritis, etc.).” In Aus-
tralia it is measured by the physical components of the SF36
questionnaire, entered with a lag.

To answer our original question we can turn all the con-
tinuous variables into discrete variables. So in Table 6.1 we
examine the effect of eliminating

* Poverty (defined as the lowest 20% of incomes)

e Unemployment

e Physical illness (defined as the lowest 20% of physi-
cal health), and

e Mental illness (defined as in the text above, or in
the BHPS as the lowest 20% on the GHQ-12).

None of these variables is the same as low life-satisfaction,
but all of them contribute to it. Let us see by how much.
The approach in Table 6.1 is simple.® In the first column
we ask by how much a person’s probability of misery is in-
creased if they have each characteristic like poverty or de-
pression, other things equal. The numbers are regression co-
efficients estimated by OLS with all variables shown being
dummy variables (1, 0). In the second column, we record
what proportion of the total population have the characteris-
tic in question. In the third column we multiply the effect of
the characteristic by its prevalence, which provides the answer
to our original question: How much misery would be eliminated
if we eliminated the characteristic in question (ceteris paribus)?
The results are remarkable. In the United States, a person
with diagnosed mental illness is 0.10 points of probability
more likely than otherwise to be in misery. Of the total pop-
ulation, 22% have diagnosed mental illness. So if there were
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Table 6.1. How would the percentage in misery fall if each problem could
be eliminated on its own?

Total in
Prevalence o x Prevalence  misery
a-coefficient x (%) = (% points) (% points)
USA (BRFSS)
Poverty (bottom 0.052  x 20 = 1.04
20%)
Unemployed 0.074 x 40 = 0.29 5.6
Physical condition 0.025  x 20 = 0.50
(bottom 20%)
Depression or 0.102  x 22 = 2.24
anxiety, diagnosed
Australia (HILDA)
Poverty (bottom 0.042  x 20 = 0.84
20%)
Unemployed 0094 x 25 = 0.23 7.0
Physical illness 0.093 x 20 = 1.86
lagged (bottom
20%)
Depression or 0.092  x 21 = 1.93
anxiety, diagnosed
Britain (BCS)
Poverty (bottom 0.011 x 20 = 0.22
20%)
Unemployed 0.056 x 3.0 = 0.17 8.0
Physical condition 0019 x 20 = 0.38
(bottom 20%)
Has seen a doctor 0.152  x 14 = 2.13

for emotional
health problems in
last year
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Total in
Prevalence o x Prevalence  misery
a-coefficient (%) = (% points) (% points)
Britain (BHPS)
Poverty (bottom 0.025 X 20 = 0.50
20%)
Unemployed 0138 x 3.0 = 0.41 9.9
Physical condition 0.056 x 20 = 1.12
(bottom 20%)
Emotional health 0.200 X 20 = 4.00
symptoms lagged

(bottom 20%)

no mental illness, all else constant, the percentage of the
population in misery would be reduced by 2.2% points—a
third of the total in misery (which is 5.6%). Eliminating
most physical illness would have a smaller effect. Eliminat-
ing unemployment, or raising all incomes above the 20th
percentile, would also have much smaller effects than elim-
inating mental illness.

In Australia and Britain the overwhelming importance
of reducing mental illness is equally evident. However a dif-
ferent way to analyze misery is more akin to how we have
analyzed most issues in this book. The question now is not
how do we eliminate misery, but how do we explain its vari-
ance?'’® In other words we calculate f-coefficients. We also
allow income and physical illness to be continuous vari-
ables, and we do the same for mental illness in the BHPS.
The results are in Table 6.2. In all countries, except Australia,
mental illness emerges as the most important explanatory
factor."
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Table 6.2. How misery is affected by adult outcomes
(cross-section) (B-coefficients)

Britain Britain
USA Australia BCS BHPS
Income (log) -0.12 (.00) -0.09 (.02 -0.05 (.01) -0.07 (.01)
Unemployed 0.06 (.00) 0.06 (.01 0.03 (.02) 0.07 (.00)
Physical illness 0.05 (.00) 0.16 (.02 0.05 (.01) 0.09 (.01)
Mental illness 0.19 (.00) 0.14 (.01 0.09 (.01) 0.26 (.00)*

Health and Life-Satisfaction

Does the picture change if, instead of focusing on misery, we
analyze everything in terms of its impact on the full range
of life-satisfaction, measured 0-10? What role does health
play in determining this? Table 6.3 gives the answer. It uses
the same definitions of the right-hand variables as in Table
6.2, and the results are essentially the same as when the de-
pendent variable was binary (“miserable” or otherwise).'> As
before, we are looking at the effect of each factor holding all
other factors constant. In all the countries differences in men-
tal health explain more of the variance of human experience
than differences in income or employment status. Mental
illness also explains more of the variation in the quality of
human life than does the variation in physical health.

Some people may instinctively feel that income and un-

employment must be more important. Don’t they, after all,
cause a lot of mental illness? To see the effects of poverty and
unemployment including their effects via mental illness, we

can simply omit mental illness from the equation. The effects
of income and unemployment barely increase, because their

correlation with mental illness is actually not that high."
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Table 6.3. How life-satisfaction is affected by adult outcomes
(cross-section) (B-coefficients)

USA Australia Britain BCS  Britain BHPS
Income (log) 0.16 (.00) 0.09 (.01) 0.08 (.01) 0.09 (.01)
Unemployed -0.05 (.00) -0.04 (.01) -0.03 (.01) —-0.06 (.00)
Physical illness -0.05 (.00) -0.17 (.01)* -0.06 (.01) -0.11 (.01)
Mental illness -0.21 (.00) -0.18 (.01) -0.11 (.01) -0.32 (.00)*

The relationships discussed so far are all cross-sectional.
They thus include the effect of ongoing differences between
people as well as of year-by-year variations in human experi-
ence. This gives a broad picture of the full variety of human
experience. But, as accounts of the causal effect of specific fac-
tors, these estimates are vulnerable to the omission of import-
ant unmeasured differences between people. A panel analy-
sis, using a fixed effect for each individual, is less vulnerable
to this difficulty. As online Table A6.3 shows, the coefficients
measured with individual fixed effects are closer to zero than
those in the cross-section, but a part of this may be a failure to
allow for longer-term influences on life-satisfaction.'*

Mental versus Physical Health: The QALY Issue

As is well known, health-care spending in every country is
heavily weighted toward physical health. While Britain spends
more on mental health than most countries, it still amounts
to only 13% of total health-care spending.”” This partly re-
flects of course the greater costs of much physical health care
and its importance in preserving life. But it partly reflects an
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underestimate by health-care planners of the suffering caused
by mental illness—an underestimate reflected in the British
measurement of QALYs (Quality-Adjusted Life Years).

In the QALY system, the impact of a given illness in re-
ducing the quality of life is measured using the replies of
patients to a questionnaire known as the EQSD. Patients
with each illness give a score of 1, 2, or 3 to each of five
questions (on Mobility, Self-care, Usual Activities, Physical
Pain, and Mental Pain). To get an overall aggregate score for
each illness a weight has to be attached to each of the scores.
For this purpose members of the public are shown 45 cards
on each of which an illness is described in terms of the five
EQSD dimensions. For each illness members of the public are
then asked, “Suppose you had this illness for ten years. How
many years of healthy life would you consider as of equiva-
lent value to you?” The replies to this question provide 45N
valuations, where there are N respondents. These valuations
can then be regressed on the different EQSD dimensions.'¢
These “Time Trade-Oft” valuations measure the proportional
Quality of Life Lost (measured by equivalent changes in life
expectancy) that results from each EQSD dimension.

As can be seen, these QALY values reflect how people
who have mostly never experienced these illnesses imagine
they would feel if they did so. A better alternative is to mea-
sure directly how people actually feel when they actually do
experience the illness.

The result would be very different. Figure 6.1 contrasts the
outcomes from these two different approaches. The existing
QALY weights are shown by the shaded bars of Figure 6.1. This
scale has been normalized so that the bars can be compared
with those from a regression of life-satisfaction on the same
variables."” This latter regression is shown in the black bars in
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[[] QALYs
[l Life-satisfaction
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Mobility

Level 2: Some problems walking about

Level 3: Confined to bed

Self-care

Level 2: Some problems in washing or dressing

Level 3: Unable to wash or dress

Usual activities

Level 2: Some problems in performing

Level 3: Unable to perform usual activities

Physical pain

Level 2: Moderate pain or discomfort

Level 3: Extreme pain or discomfort

Mental pain

Level 2: Moderately anxious or depressed

Level 3: Extremely anxious or depressed

[
-04

T T T 1 1
-0.3 -0.2 -0.1 0.0 0.1

Figure 6.1. How life-satisfaction (o—1) is affected by the EQ5D, compared with weights used in

QALYs

the figure—the magnitudes here are not (-statistics but the ab-
solute impact of each variable on life-satisfaction (0-1). As can
be seen from the lower part of the figure, the public hugely
underestimate by how much mental pain (compared with
physical pain) would reduce their satisfaction with life."®
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External Effects of Il Health

However, when thinking about the importance of illness,
we also have to look at its impact on others in the society
as well as the person directly suffering. One of these “ex-
ternal effects” is the economic impact of mental illness on
the incomes of other people, since ill people are often re-
ceiving working-age disability benefits or sick pay, paid for
by other people. As is well known, at least 40% of people
on disability benefits have problems of mental rather than
physical health, and the same is true of absenteeism." This
reflects the fact that mental health problems are as com-
mon among people of working age as among retired peo-
ple, whereas serious physical illnesses are largely illnesses of
retirement. This striking difference is illustrated in Figure
6.2—a standard World Health Organisation (WHO) analy-
sis in which the severity of different conditions is based on
weights determined by committees of experts. Data from

Due to
physical illness

Percent

Due to
mental illness

0 T T T T T
0-14 15-29 30-44 45-59 60+

Figure 6.2. Rates of morbidity in each age group
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24.0 4 - 25
23.8
23.6 - 2.0
23.4 Emotional
232 health problems

’ (left-hand side) - 15
23.0 o
22.8

- 1.0
22.6
22.4 Physical
222 - health problems - 0.5
220 - (right-hand side)
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25 30 35 40 45 50 55 60 65 70 75

Figure 6.3. Ill health: by age (Britain, BHPS)

the BHPS in Figure 6.3 reveal a similar pattern (though the
scales of physical and mental health here are not commen-
surable). The huge negative external effects of mental illness

are much less recognized than they should be.
In Table 6.4 we investigate another key question: How

Table 6.4. How life-satisfaction (0-10) is affected by emotional and
physical health of self and others (household panel data)
(pooled cross-section)

Units  Britain (BHPS) Australia Germany
Mental illness
Own SD -0.77 (.01)* -0.21(.02)  -0.42 (.01)*
Partner’s SD ~0.13 (.01)* -0.04 (.01)  -0.11 (.01)*
Physical illness
Own SD -0.22 (.01) -0.25 (.02)*  -0.25 (.01)*
Partner’s SD  -0.02(.01) -0.08 (.02)"  -0.16 (.01)*
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does the illness of a partner affect the other partner? As the
table shows, you feel worse when your partner is ill, for
whatever reason.?

Adaptation to Disability

But do people adapt to being disabled by illness (either
physical or mental)? In Britain and Germany we know
whether a person is on a disability benefit;*' in Australia we
know if they have a health condition that limits their ability
to work. Unfortunately the data do not distinguish between
mental and physical disability. As Figure 6.4 suggests, there
is little significant adaptation to disability, but this may be

Britain Germany Australia

T T T T T T T
4 2 0 2 4 -4 -2 0 2 4+ -4 -2 0 2

Years before and after becoming disabled

Figure 6.4. Adaptation to disability
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mainly true of mental illness. It is widely believed that men-
tal illness is harder to adapt to than physical illness (other
than chronic pain) because of the way in which it fills the
mind.*

Determinants of Ill Health

We turn now to the determinants of ill health, focusing on
the middle-aged people in the BCS (see Table 6.5). Inter-
estingly the key determinants are very similar for physical
and mental illness. Emotional health in childhood reduces
adult illness, physical as well as mental, and so (though less
so) does good conduct in childhood. Only intellectual per-
formance has no effect on the number of physical health
problems one experiences. (It does reduce the reporting of
symptoms of mental illness.)

Turning to the measured influence of parents, neither
their education nor their income affect the physical health
of their adult offspring. But their mother’s mental health
has a real effect on both their physical and mental health.
Father’s unemployment is also a strongly adverse factor.
Clearly parents have a large effect through the genes they
transmit to their offspring,” but we are not able to measure
this in these surveys.

More broadly, there is a two-way interaction between
happiness and health throughout life. Healthy people
are happier, and happy people live longer. This has been
known for many years and was made famous through the
Nuns Study, which showed that among nuns (who tend to
have similar lifestyles) those who were positive in spirit at
around age 18 lived much longer than those who were more
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Table 6.5. How physical and mental health are affected by childhood
outcomes and family (British Cohort Study) (B-coefficients)

Has not seen a doctor

for emotional health
Physical Emotional problems in the

health health last year
Intellectual -0.02 (.01) 0.05 (.02) 0.03 (.02)
performance (16)
Behavioral skills 0.01 (.01) 0.04 (.02) 0.02 (.02)
(16)
Emotional health 0.05 (.01) 0.22 (.02) 0.13 (.02)
(16)
Family income -0.00 (.01) 0.02 (.02) -0.01 (.03)
Parents’education  —-0.02 (.01) 0.04 (.02) 0.02 (.02)
Father’s -0.02 (.01) -0.07 (.02) -0.09 (.03)
unemployment
Mother’s 0.01 (.01) 0.01 (.02) 0.02 (.02)
employment
Parental 0.00 (.01) 0.02 (.02) 0.06 (.03)
involvement
Family break-up -0.00 (.01) -0.01(.02) -0.03 (.02)
Mother’s mental 0.03 (.01) 0.12 (.02) 0.06 (.02)
health

negative.”* More recently, the data from the English Longi-
tudinal Study of Aging provide another striking example.
Focusing on people’s happiness (measured by a few simple
questions), they interviewed a sample of British people aged
over 50 and then followed them for the next nine years, re-
cording whether they had died. Those who were least happy
to begin with were the most likely to die. The differences
were very striking. Even after controlling for age and any
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illnesses they already had, people in the least happy quarter
were three times more likely to die in the next eight years
than people in the happiest quarter.”

The effect of happiness on physical health is particularly
important in later life, but the two-way interaction of phys-
ical health and happiness is an important story through-
out life. However our analysis focuses mainly on the effect
of health on happiness, because happiness is our central
outcome.

Conclusion

To conclude, both physical and mental health are hugely
important for an enjoyable life. Illnesses of either type can
be devastating. But mental illness explains more of the mis-
ery in our society than physical illness does, and more than
either poverty or unemployment. It also explains more of
the variation in life-satisfaction. Moreover, mental illness in
one generation is frequently transmitted to the next.
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7 Crime

Stephen J. Machin

If poverty is the mother of crime, lack of intelligence is

its father.

—Jean de la Bruyére (1688)

Crime is a problem, both for the criminal and for the com-
munity.! For the criminal it can lead to social exclusion and
a life that fails to satisfy. For the community it reduces the
quality of life.

These are the effects of crime. But in this chapter we re-
verse our usual order and look first at its causes—why in
our society some people commit crimes while others don’t.

Who Commits Crime?

By the age of 10 we can already predict to some extent who
will commit crime later in life.? It is those who have behav-
ioral problems in early life, and to a lesser extent those who
underperform academically. As we shall show, the pattern is
almost identical in Britain and the United States.

Britain

For Britain the evidence comes from the British Cohort
Study. From it we can find for each individual whether they
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had ever been convicted of an offence by the age of 30.> We
can then estimate what factors affect the probability of hav-
ing a criminal conviction. The factors we examine are all
three dimensions of childhood development, as well as eth-
nicity, mother’s age and education, and whether the father
was still present when the child was 10.4

Child development is measured at age 10 as follows. In-
tellectual performance is measured by scores on math and
reading; behavioral development by 10 questions answered
by the mother; and emotional development by 9 questions
answered by the mother. As usual, all the child development
variables are measured in standardized form. But in this
chapter they are measured in the reverse direction, so that
we can see more easily whether bad child development has
a positive effect on crime.

The results are in the first column of Table 7.1. They are
large effects, given that only 12.5% of the total sample have
been convicted. The largest effect is that of behavioral prob-
lems at age 10. Someone who is one SD worse-behaved is
3.4 percentage points more likely to become convicted. This
means that his or her chance of a conviction has increased
by a factor of 27%. Note that this is the effect of behavior
measured as early as age 10, and in fact prediction at age 16
is no more accurate than prediction at age 10.°

Poor intellectual performance also makes a conviction
more likely. By contrast, children who are unhappy are less
likely to become criminals—perhaps they lack the desire or
energy needed for crime.
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Table 7.1. How the probability of conviction is predicted

by childhood problems
UK (BCS) USA (NLSY)
Units (Prob. by age 30) (Prob. by age 24-25)

Intellectual ~ SD (index) 0.012 (.004) 0.030 (.011)
problems
(age 10)
Behavioral SD (index) 0.034 (.004) 0.062 (.013)
problems
(age 10)
Emotional SD (index) -0.023 (.004) -0.024 (.013)
problems
(age 10)
The United States

Things are remarkably similar in the United States, except
that there is more crime in the United States. By the age of
24/25, 21.9 % of young people have a criminal conviction.
But the pattern of who gets convicted is extraordinarily sim-
ilar to that in Britain.

Our evidence on the United States comes from the Na-
tional Longitudinal Survey of Youth’s Child and Young
Adult cohort (CNLSY), which provides data on a sample of
people born between 1975 and 1988.¢ For each individual
we know whether they were convicted of a crime by the age
of 24/25, and we also have their childhood outcomes at age
10/11. In addition we know the same detail on the person’s
mother as in Britain.

So we can again estimate how childhood outcomes aftect
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the probability of conviction, other things equal. The esti-
mated coeflicients are in the second column of Table 7.1
and (allowing for the greater levels of crime in the US) are
broadly similar to those found in Britain. When childhood
behavior is worse by one standard deviation, this raises the
probability of conviction by 6 percentage points. That is an
increase of 28% over the average conviction rate—almost
exactly the same as in Britain.

Does Education Reduce Crime?

If early childhood problems tend to produce more crime, can
extra years of education offset this? Indeed, is one important
by-product of education a reduction in crime? Our BCS data
provide a first approach to this issue. In Table 7.2 we regress the
number of convictions by age 30 on qualifications obtained, as
well as on childhood outcomes at age 10 and family variables.

Table 7.2. How the number of convictions by age 30 is affected by
qualifications, childhood outcomes at 10, and family background

(British Cohort Study)
Units
Qualifications SD (index) -0.06 (.01)
Intellectual performance (age 10) SD (index) -0.01 (.01)
Good behavior (age 10) SD (index) -0.13 (.02)
Emotional health (age 10) SD (index) 0.07 (.01)
Family characteristics SD (index) -0.17 (.03)
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Table 7.3. How the probability of educational failure is predicted by
childhood problems at age 10

UK (BCS) USA (CNLSY)
(Prob. of low (Prob. of high
Units qualifications) school dropout)
Intellectual SD (index) 0.15 (.01) 0.06 (.01)
problems (age 10)
Behavioral SD (index) 0.04 (.01) 0.03 (.01)
problems (age 10)
Emotional SD (index) -0.02 (.01) -0.01 (.01)

problems (age 10)

Note: The overall rate of education failure (as measured) is 26% in the UK
and 10% in the United States.

This shows that one extra standard deviation of qualifications
(equivalent to say 2.5 years of schooling) reduces the number
of convictions by 0.06 (or by about 23% of the mean).

This is a useful, though small, addition to the other ben-
efits of education identified in Chapter 3. Online Annex 7
discusses even higher estimates of the effect of education in
reducing crime—obtained by exploiting differences in the
educational experience of different cohorts.”

Educational performance in turn can be explained by
early child development. We have already explored this in
Chapter 3, but here we focus on educational failure and
bring in parallel evidence from the United States. For Brit-
ain we identify educational underperformance as equiva-
lent to having no qualifications. As Table 7.3 shows in col-
umn (1), bad behavior at 10 makes it more likely that you
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will end up with poor or no qualifications. Similarly in the
United States, data in the CNLSY show whether or not the
person was a high school dropout. Again bad behavior at 10
predicts a greater chance of dropping out.

The Effects of Crime

Of course our ultimate reason for studying crime is because
of its effects on human well-being. These include effects on
the individual criminal and effects on everybody else. Let us
consider them in turn.

Effects on the Criminal

We have already discussed the effect on the criminal in
Chapter 1, and shown that a one standard deviation differ-
ence in the number of times arrested by age 34 is associated
with a 0.06 standard deviation difference in life-satisfaction
at age 34—or 0.12 points of life-satisfaction on the scale 0-
10.> We do not suggest that this is a directly causal state-
ment. It shows essentially how people who get involved in
crime become more isolated or worse treated, and thus be-
come more miserable.

Effects on Others

Crime also affects other people. This brings in a new per-
spective on well-being, for much well-being research fo-
cuses solely on how each individual is affected by his or her
own experience, and not at all on how each person affects
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Others’ behavior
as adults

I

Own behavior | C Own life-

Family —> Child outcomes —> as adult N1  satisfaction

Others’ life-
satisfaction

Figure 7.1. How individual experience affects self and others

the experience of others. This is a major shortcoming of
much of the empirical literature on well-being, because in
the end the well-being of the population depends hugely
on how people behave toward each other in their day-
to-day behavior—and not just on what they do for others
in providing them with income, education, jobs, or health
care.

Are other people kind and considerate? Are they en-
couraging, supportive, and loving? Or are they, in contrast,
rough, bullying, oppressive—and in the extreme case crimi-
nal in the way they behave? Do we feel that in general other
people are on our side or against us?

These things matter to every human being. So we can
vary our original diagram of well-being over the life course
to show another key set of influences. This is illustrated in
Figure 7.1. The person concerned is hugely influenced by
how others behave (channel A). By the same token, things
that improve an individual’s adult behavior derive much
of their overall social value from the benefits they confer
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on others (rather than on the individual concerned), that is,
through channel B (rather than channel C).

To put numerical values on this influence is not easy, and
at this stage we can do no more than give an illustrative
example—hopefully, this will become a major area of re-
search. We take our example from an important study of
the effect of the local crime rate on local life-satisfaction.’
This was based on the British Household Panel Survey and
included a measure of the quarterly crime rate in the in-
dividual’s local Police Force Area. It found that individual
mental health (0-10) fell by 0.14 points for each unit in-
crease in the log of the local crime rate. This in turn implies
that each crime reduces the life-satisfaction (0-10) of the
population by roughly 1 point-year, when the effects are cu-
mulated over the whole local population.'

Comparing the Two Effects

It would be interesting to compare this external effect of 1
point-year (channel B) with the own effect on the individual
concerned (channel C). On channel C, our data show that
each arrest between 16 and 34 reduces the criminal’s life-
satisfaction (0-10) at 34 by 0.05 points."" Thus, supposing
the effects of an arrest last 20 years, each arrest reduces the
criminal’s cumulated life-satisfaction by roughly 1 point-
year. Since crimes exceed arrests in the ratio 3.6:1,each crime
reduces the criminal’s life-satisfaction by 0.3 point-years.'?
These 0.3 point-years are considerably less than the effect
each crime has on the rest of the population, which was
approximately 1 point-year. This serves to illustrate why the
measured impacts of a policy need to include not only the
well-being of those directly affected but also that of others

112



Crime

who were not directly affected. The next phase in well-being
research needs to pay much more attention to the external
effects of people’s behavior.

This leads us directly to the issue of social norms. How
far do these affect the well-being of a society?
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Please leave your values at the front desk.

—Paris hotel

Social norms and institutions are public goods that affect all
individuals living in a society. So we can study their effects
only by comparing life-satisfaction across societies, rather
than across individuals. The simplest thing is to compare
different nations."

Countries differ in many ways apart from income and
health. Perhaps the most important of these are in their

e cthical norms of behavior (including trustworthi-
ness, generosity, and so on)

* networks of social support (“bonding capital”)?

* openness and tolerance (“bridging capital”)

e personal freedom

e the quality of government (including corruption)

e equality,and

* levels of religiosity.

How do all these features affect the life-satisfaction of cit-
izens in these countries? We can obtain real insight on this
from the Gallup World Poll, which covers nearly all coun-
tries in the world. It measures satisfaction with your current
life by the so-called Cantril ladder.? The scale is 0-10, where
0 is the worst possible life you can imagine for yourself and

115



Chapter 8

10 is the best possible life. Countries differ hugely on this
scale, showing that there is no set point of happiness dic-
tated by human nature as such. The most satisfied countries
are generally those in Scandinavia, as well as the Nether-
lands and Switzerland. All these have scores above 7. The
least happy countries include Syria, Afghanistan, and 17 Af-
rican states, all scoring below 4.

From this huge spread we can learn a lot about the im-
pact of social norms and institutions on human happiness.
Let us begin with a bird’s-eye view before looking at each
factor in turn. Figure 8.1 and Table 8.1 report a cross-
sectional regression across 126 countries in which the av-
erage life-satisfaction in each country is the dependent
variable. The explanatory factors are as follows (with their
definitions).*

Trust Proportion who say Yes to “In gen-
eral do you think that most people
can be trusted (or alternatively that
you can’t be too careful in dealing
with people)?”

Generosity Proportion who say Yes to “Have
you donated money to a charity in
the present month?”

Social Support  Proportion who say Yes to “If you
were in trouble, do you have rela-
tives or friends you can count on to
help you whenever you need them?”

Freedom Proportion who say Yes to "Are you
satisfied or dissatisfied with your
freedom to choose what you do
with your life?”
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B Ge)
Trust[ ] 0.11 (0.05)
Generosity ] 0.07 (0.05)
Social support | 0.20 (0.06)
Freedom ] 0.18 (0.06)
Income ] 0.38 (0.10)
Health ] 0.24 (0.08)
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Figure 8.1. How national life-satisfaction is predicted by different national
variables

Income Log GDP per head.
Health Healthy life expectancy.

We shall look at each of these variables one by one. But
first let us look at how they all perform together. Altogether
they explain 76% of the variation in life-satisfaction across
countries® (see Figure 8.1 and Table 8.1). The levels of trust,
social support, and freedom are all extremely important.

Table 8.1. How national life-satisfaction (0-10) is predicted
by different national variables

Units Coefficient (s.e.)
Trust Proportion 1.08 (0.45)
Generosity Proportion 0.54 (0.41)
Social support Proportion 2.03 (0.61)
Freedom Proportion 1.41 (0.49)
Income Log GDP per head 0.33 (0.75)
Health Years 0.03 (0.01)
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Trust

For a society to be happy most of its citizens must behave in
a trustworthy fashion. It is impossible to measure whether
they do so directly. But, indirectly, we can ask the popula-
tion if they think that other citizens can be trusted. The
standard question that has been asked in many surveys over
many years in many countries is “In general, do you think
that most people can be trusted, or, alternatively that you
can’t be too careful in dealing with people?”

The proportion of people saying Yes to this question var-
ies astonishingly across countries—from 649% in Norway to
5% in Brazil.* One might ask, Do answers to these questions
correspond to real differences between countries? Their
validity is confirmed by the “lost wallet” experiment, first
conducted by the Reader’s Digest Europe in 1996. This exper-
iment involved dropping 10 cash-bearing wallets (including
name and address) in each of 20 cities in 14 western Euro-
pean countries, and in each of a dozen US cities. Research-
ers later used these data to validate the question on trust.’
It turned out that, indeed, the actual frequency of return of
wallets was highly correlated with national average social
trust, as measured in international surveys. In fact in Oslo
all 10 wallets were returned, as they were in Copenhagen.
But, encouragingly, in the whole experiment two thirds of
all the wallets were returned.

The effect of trust revealed in Table 8.1 is truly striking.
A move from zero trust to universal trust raises citizen’s
life-satisfaction by over 1 point (out of 11)—greater than
the effect of finding a job.® Trust is important for economic
growth—as countless studies have shown.” But here we are
concerned with its direct impact on life-satisfaction, through
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how people interact with each other. Not surprisingly, levels
of trust also have demonstrable effects on suicide, and also,
more surprisingly, traffic accidents."

Levels of trust have fallen substantially over time in
some countries (like the United States and the UK) and
risen in others (such as Denmark and Italy). This may help
to explain the fact that life-satisfaction has not risen in the
United States and UK, while it has risen in a number of con-
tinental European countries. Indeed, for the United States
it has been well argued that the main offsets to the private
benefits of economic growth include not only comparator
incomes but also a decline in the quality of human relation-
ships, as measured by increased solitude, communication
difficulties, fear, family infidelity, reduced social engage-
ment, and increased distrust.!!

In many societies there are of course institutionalized
systems of bad behavior. The most common of these is cor-
ruption. In this case an official or a business manager does
not do what the rulebook says (and what represents the
purpose of his or her organization) but rather gives favors
in return for a backhander. This hugely undermines trust
and is often experienced as a form of personal oppression. If
we omit trust in Figure 8.1 and introduce perceived corrup-
tion, it has a highly significant effect.'? The effects of crime
are similar and were discussed in the previous chapter.

Generosity
However, good behavior consists of “do’s” as well as “don’ts”

It is crucially important what positive things we do for each
other. We have limited evidence on this at the national level,
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but a proxy measure is the scale of charitable giving. As Fig-
ure 8.1 suggests, this too matters.

Do Good, Feel Good

Thus people are happier in societies where people behave
well. But why exactly is this? One obvious reason is that we
are happier if others treat us well (the arrow marked A in
Figure 7.1). But are we also happier if we treat others well
(the arrow marked B in Figure 7.1)? Does unselfish behavior
bring its own reward?

Sometimes of course it hurts. But in general doing good
is internally rewarding to the doer.” Here are some experi-
mental examples, beginning with a natural experiment.

When East Germany was united with West Germany,
many opportunities for volunteering in East Germany dis-
appeared. At the same time those who had previously vol-
unteered were found to have much larger falls in happiness
than those who had not been volunteering. This suggests
strongly that volunteering had been a cause of happiness
for those who did it."* Lab experiments are also convinc-
ing. In an experiment on giving, one group were given
some money to spend on themselves, and another group
were given equal amounts of money to spend on others. At
the end of the day the second group reported themselves
to be the happier.”” These effects on happiness can also be
observed in the brain’s reward centers—when people give
money they experience a positive reward.’® Moreover al-
truism can be trained. After two weeks’ compassion train-
ing, the treatment group gave more money than the con-
trol group in a laboratory game, and at that time they also
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showed more neural activity in the reward centers of the
brain."”

Social Capital

Different from ethical norms are the social structures that
give people a sense of belonging, and of having others
they can rely on for support. Time use studies show that,
apart from sex, what people most enjoy is socializing with
friends'*—there is little worse than being friendless.

Figure 8.1 illustrates the huge importance of this di-
mension of life—of having people to rely on. Many great
books have been written on such “social capital”” and the
importance of participation in civil society organizations. It
may be enough here to make the key distinction between
“bonding capital” and “bridging capital” Bonding capital
is what unites like-minded people having similar cultures,
experience, and interests, so that they know what to expect
from each other. This is reflected, partly at least, in the so-
cial support variable in Table 8.1, which suggests that when
everyone has someone to rely on (compared with no one),
life-satisfaction rises by 2 whole points.

But in any multicultural or multiclass society there is
something else that is also critical. That is bridging capi-
tal. In most societies, people who belong to minorities, in-
cluding ethnic minorities and migrants, are on average less
happy than the rest of the community.”® One reason why
migrants are unhappy is of course that they are separated
from many of their family and friends—they lack bonding
capital. But too often they are also second-class citizens in
the place they have moved to—they lack bridges.

121



Chapter 8

It is crucial that minorities are treated as equals, so that
they have the same sense of belonging as other citizens.
Racial tolerance has improved in many countries in recent
years, leading to increased happiness in minority groups.”!
But the current upsurge of migration is creating new
stresses, for migrants and for natives. It is key for the happi-
ness of all that the circle of sympathy is extended as widely
as possible.

Personal Freedom

Closely related to tolerance is the issue of freedom—the
willingness of society to let people lead their lives as they
wish, provided they do no harm to others.?® We are not
talking here about the organization of government (the
next topic) nor about economics, but about the freedom
of individuals in their daily lives to choose their own way
of life. This includes, for example, the freedom to marry
who you want to, to choose where to live, and to speak your
mind.** More freedom is always better, other things equal.
But in practice more freedom may sometimes mean less
social cohesion. There is therefore a balance to be struck.
But Figure 8.1 shows clearly the importance of freedom in
peoples’ lives. This helps to explain why so many of the least
happy societies documented in the early 1990s were those
in the former Soviet bloc (see Figure 8.2). It is not easy to
be sure how much of this stemmed from the pains of tran-
sition. But we have pretransition data for Hungary and for
one district in Russia (the Tambov district) that show that
happiness was much lower in both places than in other re-
gions with equal levels of GDP per head.”
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Figure 8.2. Subjective well-being by level of economic development and historical heritage of
given societies, ca. 1990

Opponents of the well-being approach to public pol-
icy often argue that it would lead to an excessively nanny
state where people had lost control over their own lives.
Nothing could be further from the truth. For the evidence
is overwhelming: people are not happy when they are not
free.
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Quality of Government

We turn now to the positive role of government. Is it effective in
providing services, in regulating economic and social life, and
in guaranteeing the rule of law (including the control of cor-
ruption)? We can call this the “quality” aspect of government.
The complementary issue is the degree of “democracy”—
voting rights, media freedom, and political stability.

Much research has shown that for the personal well-
being of the population it is the quality of government
that is the more important.*® It is that which impinges on
peoples’ daily lives. Across countries, democracy is of course
correlated with the quality of government. But there are
some states that are high on quality but low on democracy.
So our analysis here concentrates on quality.

The simplest question is Do you have confidence in your
national government If the measure of trust is dropped and
replaced by the proportion saying they have confidence in the
government, the coefficient on that proportion is 0.51 (s.e. =
0.17).”” A more detailed measure is the World Bank’s Worldwide
Government Indicator of the quality of delivery of government
services: when this is added, it also has a significant effect.?®

Equality

Revolutionaries everywhere have demanded liberty, equal-
ity, and fraternity. We have so far discussed fraternity (first)
and then liberty. But what of equality?

If we are discussing equality of income, there is one
straightforward argument (already referred to in Chapter
2). Extra income is less important, the more income you
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already have. This is an old conjecture (which used to be
called the declining marginal utility of income). But well-
being science has shown it to be true.”” The best relation-
ship between life-satisfaction (0-10) and income is of the
form: Life-satisfaction = a Log Income. This means that
an extra dollar is x times more valuable (in terms of life-
satisfaction) for a poorer person than for a rich person who
is x times richer. Thus for a given average income, a more
equal society should on average be happier.

But there could also be other reasons why this should
be the case. For equality directly influences the quality of
interpersonal relations in a society. Wilkinson and Pickett
have shown that more equal societies tend to have more
trust, better health, and so on—at all levels of society.*® This
implies some kind of atmospheric effect.

But empirical work on the effects of inequality on life-
satisfaction has yielded very mixed results. Many studies
have failed to find any effect.’' The most positive results are
in an interesting time-series study using both the US Gen-
eral Social Survey and Eurobarometer.*

The conclusion should probably be this: an ethos of mu-
tual respect and care is crucial for a happy society. Such an
ethos will be highly correlated with trust, low corruption,
good social support, effective government—and greater
equality of income. The priority is therefore to improve the
whole ethos of a society and not simply to equalize income.

Religion

This brings us to the issue of religion, which can play at least
three major roles: to instill values, to offer comfort, and to
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provide valuable social interaction. We began this chapter
with the importance of ethical values, be they religious or
secular in origin. But what of the specific effects of religion?

The Gallup World Poll provides important evidence.®
Some 68% of adults in the world say that “religion is im-
portant in their daily lives” Religious belief and practice is
more common in countries where life is harder (lower in-
come, life expectancy, education, and personal safety). After
controlling crudely for those factors, there is no difference
in life-satisfaction between more and less religious coun-
tries. Nor, within countries where life is less hard, are reli-
gious people systematically more satisfied with life than less
religious people.

The position is somewhat different if we focus exclu-
sively on the United States, using the Gallup Daily Poll.**
Here, after allowing for other factors, more religious US
states are on average more satisfied with life. And so are
more religious people. In comparisons between individuals
there is always the problem that people who are naturally
happier in given circumstances may be more willing to be-
lieve that there is a benevolent deity. However meta-analysis
concludes that greater religiosity is mildly associated with
fewer depressive symptoms,* and 75% of studies find at
least some positive effect of religion on well-being.’® This
effect is particularly prevalent in high-loss situations, such
as bereavement, and weaker in low-loss situations, such as
marital problems. Thus religion can reduce the well-being
consequences of stressful events, via its stress-buffering role.””

A recent large study of individuals in the European Social
Survey also found small but statistically significant effects
on life-satisfaction of “ever attending religious services” and
“ever praying”*® And interestingly the religiosity of others
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in the region was also found to have positive benefits both
on those who are religious and on those who are not.

This said, the policy implications are not clear. If people
cannot believe in an active deity or an afterlife, it is no good
recommending that they should. For such people a form of
ethics based on satisfying human need may be a more pow-
erful and satisfying source of purpose in life.?

Income

Finally we should comment on the large effect of income on
happiness when measured by the cross-section of countries.
This is greater than the effect within countries, especially
when the impact of comparator income is allowed for.** It
also differs from the weak cross-country relation between
economic growth and happiness growth discussed in Chap-
ter 2. One partial explanation could be that all countries are
comparing their incomes with a world standard that has
risen over time. Only time will tell how far this is true.*

Conclusion

In this short chapter we have covered very briefly many of
the most important influences on human happiness—those
that are common to many members of societies and not
just one at a time (as in most of this book). People are not
happy where there is distrust, social dislocation, oppression,
inequality, and poor government. And ethical movements
have an important role to play in every society, in every age.*
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9 Happiness at Older Ages

Andrew Steptoe and Camille Lassale

Old age hath yet his honour and his toil.

—Alfred Tennyson, Ulysses

As people move from middle into older ages, their cir-
cumstances and experiences change in many ways.! Most
people retire; their children leave home and establish in-
dependent lives; physical and cognitive capacities decline;
and the experience of the death and loss of loved ones be-
comes more common. These changes influence financial
resources, social relationships, independence, and auton-
omy. At the same time, people who no longer feel bound
by the constraints of middle age may find fresh opportuni-
ties as they age, together with relief from many important
sources of stress. All these processes mean that the determi-
nants of satisfaction with life may change with ageing, or at
least that the relative importance of the various sources of
life-satisfaction may shift as we grow older.

Life-Satisfaction at Older Ages

One might think that life-satisfaction would decline pro-
gressively as people move from middle to older ages, but this
is not the case. Several studies from different countries show
that life-satisfaction increases from the early 50s onward,
reaching a peak when people are in their early 70s.%* Figure
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Figure 9.1. Average life-satisfaction (0-10): by age (ELSA)

9.1 outlines this pattern with data from the English Lon-
gitudinal Study of Ageing (ELSA). Participants responded
to the question “I am satisfied with my life)” with ratings
that could range from 1 = strongly disagree to 7 = strongly
agree. For comparability purpose with the other chapters,
we transposed the responses into a scale of 0-10 and present
only these transformed results. It can be seen that mean rat-
ings rose from relatively low levels at age 50-54, reaching a
peak around 70-74 years. On average, life-satisfaction levels
are slightly higher for men than for women, although this
pattern varies with age. Similar results have emerged from
the national survey of life-satisfaction conducted by the Of
fice for National Statistics, in which ratings are highest on
average at 70-74 years.* Various explanations for this pat-
tern have been put forward, including the possibility that
older people increasingly focus on a restricted set of positive
experiences and social contacts, whereas in middle age peo-
ple focus on work and other less appealing aspects of life.’
This highlights the question of what drives life-satisfaction
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at older ages. There are, of course, very large variations be-
tween people, so understanding what factors appear to be
associated with greater satisfaction will give us insight into
how to tackle issues of low satisfaction.

Sources of Life-Satisfaction at Older Ages

The English Longitudinal Study of Ageing provides a good
sample with which to explore the relative importance of dif-
ferent factors in determining life-satisfaction at older ages.
The study involves men and women aged 50 and over living
in England, recruited to be representative of the population
in this age range.® There are two particular advantages in
analyzing ELSA. First, it is a multidisciplinary study, so it
includes detailed measures in many different domains rel-
evant to life-satisfaction, including economic resources,
physical and mental health, functional capacity, and social
relationships. Second, the longitudinal design with repeated
measures over time means that we can look back over sev-
eral years to see the extent to which changes in experience
over earlier years are associated with life-satisfaction later on.

We showed life-satisfaction at different ages in Figure 9.1.
These ratings were obtained from 5,413 individuals (55%
women) in wave 6 of ELSA, with data collected in 2012.
The average age of respondents was 68 years, ranging from
54 to over 90. Beginning with cross-sectional analyses, our
strategy is to construct a regression model, including dif
ferent sets of potential correlates of life-satisfaction in an
overall model. We use a Generalized Linear Model (GLM)
approach to allow for categorical as well as continuous ex-
planatory variables. Details of the variables included in these
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analyses can be found in online Annex 9, and description of
the sample characteristics is provided in online Table A9.1.
Our model includes age and sex, since it can be seen from
Figure 9.1 that there are differences across ages and that
men tend to rate their life-satisfaction slightly higher than
women do. We also include ethnicity, dividing our sample
into white European versus nonwhite groups, education,
income, and employment status.” Educational attainment,
economic resources, and being in paid employment have
all been shown in previous chapters and in other work to
relate to life-satisfaction, so we investigate the impact of ad-
ditional factors having taken these into account.® In Figure
9.2, we include four sets of factors simultaneously in our
analysis and present standardized regression coefficients.
Social relationships and engagement constitute the first set
of factors (Figure 9.2, first panel). We include a range of vari-
ables such as whether the individual is married, loneliness,
the size of their social networks, the social support that they
receive from these networks, their involvement in organiza-
tions such as social clubs, and their cultural engagement. By
cultural engagement, we mean the extent to which respon-
dents go to concerts or the theater, visit museums and gal-
leries, and so on. Respondents who are married compared
with never married or divorced have higher life-satisfaction,
as do those who are less lonely, and receive more social sup-
port. Additionally, respondents who are more engaged with
life in terms of participation in organizations and in cultural
activities enjoy greater life-satisfaction. Loneliness shows
the strongest inverse relationship with life-satisfaction.
When it is removed from the model, widowhood becomes
significantly associated with lower life-satisfaction.
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The second set of factors we evaluate relates to physical
health. This is assessed in terms of the presence of doctor-
diagnosed serious illness (e.g., cancer, arthritis, and coronary
heart disease), together with the presence of long-term limit-
ing illness, as a broader marker of health. Figure 9.2 (second
panel) summarizes the standardized regression coefficients
(B) for each variable. Positive coefficients indicate that the
variable is associated with greater life-satisfaction, and nega-
tive scores with lower satisfaction. As we can see, the general
question about health was related to life-satisfaction, while
the individual illnesses were not. This may be due in part
because they are relatively rare, and because a large part of
the health status is explained by limiting long-standing ill-
ness. For people living with a partner (N = 3,535), we also in-
vestigated the effect of the partner’s self-rated health, which
showed a strong negative relationship with life-satisfaction
(B [s.e.] = —0.06 [0.02]) without altering the effects of other
factors in the model.

Our next set of factors concerns people’s functional ca-
pacity. As we age, our senses deteriorate, and we may have
greater difficulty hearing and seeing. Our sleep may get
worse, and our mobility reduced, and we may develop diffi-
culties in carrying out normal activities of daily living such
as being able to bathe or shower, or controlling urination.
These factors could impair our satisfaction with life. As seen
in Figure 9.2 (third panel), they have a sizable impact on
life-satisfaction, with independent associations between
low life-satisfaction and poorer eyesight, poorer sleep qual-
ity, urinary incontinence, and more impairment in mobility.

Finally, mental well-being is assessed in terms of depres-
sive symptoms and diagnosed depressive illness, together
with people’s broader sense of control over their lives, and
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cognitive capacity. The latter is assessed by aggregating re-
sponses on a series of cognitive tests of memory, verbal flu-
ency, attention, and processing speed. All these measures
were taken in 2010 in order to avoid direct contamination
of the life-satisfaction ratings obtained in 2012. It turns
out that mental well-being is a powerful correlate of life-
satisfaction at older ages (Figure 9.2, bottom panel), with
a large negative association between depressive symptoms
and life-satisfaction, and greater satisfaction among individ-
uals who have a stronger sense of control over their lives.

Overall, the four sets of factors combined explain a sub-
stantial part (33%) of the variability in life-satisfaction in
this sample of English older adults. The largest associations
are for mental well-being and social relationships and en-
gagement. What these findings indicate is that targeting ef-
forts at improving mental well-being and increasing social
connectedness and social support may provide the best re-
turns in relation to gains in life-satisfaction. We also provide
an indication of the absolute size of effects by presenting
the unstandardized coefficients on a 0-10 point scale in
Table 9.1. It can be seen, for instance, that an increase of 1
unit on the loneliness scale is associated with a decrease of
0.49 points on the life-satisfaction 0-10 scale.

Age Differences

These results were obtained from all participants in the study
right across the age spectrum. But it is possible that some
of these factors become more important as people move
from late middle age to older ages. We therefore repeated
the analyses after dividing the sample into those aged 54-64
years (N = 2,028), and 65 years and older (N = 3,385), and
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Table 9.1. What affects life-satisfaction (0-10) aged over 50 (ELSA)
(cross-section) (unstandardized coefficients)

Unstandardized

Unit coefficients (s.e.)
Age years 0.003 (.002)
Female 1,0 0.01 (.02)
Ethnicity (nonwhite vs. 1,0 0.11 (.07)
white)
Education: medium 1,0 -0.03 (.03)
vs. low
Education: high vs. low 1,0 -0.09 (.03)
Income (decile) decile 0.02 (.004)
Employment: Retired 1,0 0.07 (.03)
vs. employed
Employment: Unem- 1,0 -0.05 (.04)
ployed vs. employed
Marital status: never 1,0 -0.2 (.04)
married vs. married
Marital status: divorced 1,0 -0.13 (.03)
vs. married
Marital status: widowed 1,0 -0.01 (.03)
vs. married
Cultural engagement frequency 0-5 0.02 (.01)
Organizational # membership (0-8) 0.03 (.01)
involvement
Social network # people 0.006 (.003)
Short-form UCLA index (3 items) -0.49 (.02)
loneliness scale
Positive support 1-4 0.27 (.02)
Chronic lung disease 1,0 -0.02 (.05)
Cancer 1,0 -0.07 (.04)
Arthritis 1,0 -0.01 (.02)
Diabetes 1,0 -0.03 (.08)
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Unstandardized
Unit coefficients (s.e.)
Stroke 1,0 -0.07 (.11)
CHD 1,0 -0.08 (.09)
Limiting long-standing 1,0 -0.08 (.03)
illness
ADL difficulties number of difficul- -0.04 (.02)
ties (0-6)
Hearing rating scale 0-4 -0.003 (.01)
Eyesight rating scale 0-4 0.04 (.01)
Sleep quality rating scale 0-3 0.08 (.01)
Impaired mobility # of impairments -0.02 (.01)
Urinary incontinence 1,0 -0.04 (.03)
Chronic pain 1,0 0.004 (.02)
Sense of control W5 index (1-6) 0.01 (.01)
Cognitive function index -0.005 (.002)
score W35
Depressive symptom index (0-8) -0.06 (.01)
CES-D WS
N 5,413
Adjusted R* 0.33

these results are summarized in Table 9.2. Overall, the vari-
ation in life-satisfaction explained by these factors is greater

in the younger than older subsamples (37% versus 30%). The
factors in the base model (age, sex, ethnicity, education, in-
come, and employment) have a larger impact among younger

participants, which can partly be explained by the greater
importance of employment for people of working age. The
relative influence of other factors is comparable in the two
age groups, with social relationships and engagement and
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Table 9.2. What affects life-satisfaction (0-10) over 50: by age range
(ELSA) (unstandardized coefficients)
54-64 65+
Age 0.01 (.01) 0.002 (.002)
Female 0.04 (.04) -0.02 (.03)
Ethnicity (nonwhite vs. white) 0.18 (.09) 0.01 (.1)
Education: medium vs. low 0.01 (.04) -0.05 (.03)
Education: high vs. low -0.03 (.05) -0.13 (.04)
Income (decile) 0.02 (.01) 0.01 (.01)
Employment: retired vs. 0.11 (.04) 0.03 (.05)
employed
Employment: unemployed/ -0.1 (.06) 0.01 (.07)
homemaker vs. employed
Marital status: never married vs. -0.26 (.06) -0.1 (.06)
married
Marital status: divorced vs. -0.19 (.05) -0.07 (.05)
married
Marital status: widowed vs. -0.29 (.09) 0.04 (.04)
married
Cultural engagement 0.02 (.02) 0.01 (.01)
Organizational involvement 0.02 (.01) 0.03 (.01)
Social network 0.01 (.005) 0.003 (.003)
Short-form UCLA loneliness scale -0.54 (.04) -0.45 (.03)
Positive support 0.25 (.04) 0.28 (.03)
Chronic lung disease -0.18 (.1) 0.04 (.05)
Cancer -0.19 (.08) —0.03 (.05)
Arthritis 0.00 (.04) -0.01 (.03)
Diabetes 0.06 (.15) -0.07 (.1)
Stroke 0.26 (.31) -0.12 (.12)
CHD -0.05 (.22) -0.08 (.1)
Limiting long-standing illness -0.05 (.05) -0.09 (.03)
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54-64 65+
ADL difficulties -0.01 (.03) -0.05 (.02)
Hearing -0.001 (.016) -0.01 (.01)
Eyesight 0.03 (.02) 0.04 (.01)
Sleep quality 0.07 (.02) 0.08 (.02)
Impaired mobility -0.02 (.01) -0.02 (.01)
Urinary incontinence -0.04 (.05) -0.04 (.03)
Chronic pain 0.02 (.04) 0(.03)
Sense of control W5 0.03 (.01) 0 (.01)
Cognitive function score W5 -0.007 (.003) -0.004 (.002)
Depressive symptom CES-D W5 -0.04 (.01) -0.07 (.01)
N 2,028 3,385
Adjusted R? 0.37 0.30

mental well-being being most important. Physical health
and functional capacity play a somewhat larger role among
the older than younger participants, as problems in these do-
mains such as limiting long-standing illness or diminished
eyesight or mobility become more salient.

Gender Differences

Finally, we divided the sample into men and women to
investigate potential gender differences (Table 9.3). Inter-
estingly, while retirement has a positive association with
life-satisfaction in men, this is not true of women. Instead,
older age, higher income, and lower education are related
to higher life-satisfaction among women. Social and mental
health factors behave similarly in men and women, whereas
the influence of physical health (limiting long-standing
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Table 9.3. What affects life-satisfaction (0-10) over 50:
(ELSA) (unstandardized coefficients)

by gender

Male Female
Age 0(.002) 0.006 (.002)
Ethnicity (nonwhite vs. white) 0.15 (.1) 0.08 (.1)
Education: medium vs. low 0.02 (.04) -0.06 (.03)
Education: high vs. low —-0.07 (.04) —-0.09 (.04)
Income (decile) 0.01 (.01) 0.02 (.01)
Employment: retired vs. employed 0.11 (.04) 0.04 (.04)
Employment: unemployed/ -0.01 (.08) -0.08 (.05)
homemaker vs. employed
Marital status: never married vs. -0.16 (.06) -0.24 (.06)
married
Marital status: divorced vs. married ~ —0.06 (.05) -0.17 (.04)
Marital status: widowed vs. married 0.01 (.06) -0.03 (.04)
Cultural engagement 0.02 (.02) 0.02 (.02)
Organizational involvement 0.03 (.01) 0.03 (.01)
Social network 0.011 (.004) 0.003 (.004)
Short-form UCLA loneliness scale -0.48 (.04) -0.49 (.03)
Positive support 0.22 (.03) 0.31 (.03)
Chronic lung disease -0.04 (.07) 0 (.06)
Cancer -0.07 (.06) -0.04 (.06)
Arthritis -0.01 (.03) -0.02 (.03)
Diabetes 0.01 (.11) -0.07 (.12)
Stroke -0.08 (.15) -0.06 (.18)
CHD -0.1(.13) -0.09 (.13)
Limiting long-standing illness —-0.09 (.04) -0.07 (.04)
Any difficulty with ADL -0.05 (.03) -0.03 (.02)
Hearing 0.001 (.014) -0.01 (.01)
Eyesight 0.06 (.02) 0.03 (.02)
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Male Female
Sleep quality 0.09 (.02) 0.07 (.02)
Number of impaired mobilities —-0.01 (.01) -0.03 (.01)
Urinary incontinence -0.11 (.06) -0.01 (.03)
Chronic pain 0.01 (.04) 0.005 (.033)
Sense of control W5 0.02 (.01) 0.001 (.011)
Cognitive function score W35 -0.006 (.003) -0.004 (.003)
Depressive symptom CES-D W5 -0.08 (.01) -0.06 (.01)
N 2,438 2,975
Adjusted R 0.30 0.34

illness) and functional abilities have a stronger impact on
life-satisfaction in men than women. The one exception is
impaired mobility, which has a negative effect in women
but not in men.

Changes in Life-Satisfaction with Increasing Age

The results described in the last section were based on
cross-sectional analyses of life-satisfaction and its correlates,
so we don’t know the causal sequence. For instance, peo-
ple may have low life-satisfaction because they are in poor
health, or low life-satisfaction may influence health out-
comes. One way of exploring this issue is to study the asso-
ciation between changes in the potential determinants and
life-satisfaction over time. If, for example, a deterioration
in health or decrease in cultural activity predicts changes
in life-satisfaction, that would give us insight into the le-
vers that might be used to improve the quality of life and
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well-being of older men and women. We have therefore
tested how changes in economic, social, and personal fac-
tors at older age relate to trajectories of life-satisfaction.

We explored these possibilities by studying changes be-
tween 2004 and 2012, an eight-year period, in a sample of
3,230 (55% women). The outcome variable in these analyses
was the difference between life-satisfaction measured at these
two time points, so positive scores indicate an improvement
in life-satisfaction. On the scale from 0 to 10, the average life-
satisfaction score was 7.28 in 2004 and 6.97 in 2012, so there
was a mild decrease over time on average. The changes in
characteristics considered as potential factors influencing
trajectories of life-satisfaction are described in Table 9.4. The
mean change being often quite close to zero, we also present
the percentage of people improving (going up) and getting
worse (going down), showing that there is substantial move-
ment. For example, a quarter of respondents show a shrink-
age in their social networks, while for 20% their networks
increase in size. Self-rated hearing or eyesight improve for
21% and 26% of participants respectively, which may be due
to starting using a hearing aid or spectacles.

In these analyses, our base model includes not only fixed
factors like age in 2004 and sex, but changes in income
and employment status. Interestingly, we do not observe
any differences in changes in life-satisfaction among peo-
ple who retired or moved out of paid work compared with
those whose situation remained constant; this is probably
because retirement can have both positive and negative ef-
fects, depending on the individual’s circumstances and the
measures that are used.’

Figure 9.3 and Table 9.5 present estimates of the effects
of four sets of factors corresponding broadly to those we
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Social factors B (se)
Married to divorced/widowed [ ] 0.06 (0.03)
Nonmarried tomarried [ ] 0.09 (0.06)
Increase in cultural engagement [ ] 0.05 (0.02)
Increase in organizational involvement [ 0.04 (0.02)
Increase in social network ] 0.02 (0.02)
Reduction in loneliness ] 0.25 (0.02)
Increase in positive support [ ] 0.10 (0.02)
0.00 O.(I)S O.II 0 O.II 5 O.IZO 0.I25
Physical health B (se)
New chronic lung disease ] -0.02 (0.02)
New cancer ] -0.02 (0.02)
New arthritis | -0.04 (0.02)
New diabetes O -0.01 (0.02)
New stroke O -0.01 (0.02)
New coronary heart disease 1 -0.03 (0.01)
New long-standingillness [______| -0.05 (0.02)
70!05 0.00 0.(I)5 O.Il 0 O.Il 5 0.I20 0.I25
Functional capability B (se)
Reduction in ADL difficulties [ 0.03 (0.02)
Improvement in hearing [_] 0.02 (0.02)
Improvementineyesight [ ] 0.05 (0.01)
Improvement in sleep quality [ ] 0.04 (0.02)
Reduction in pain 0.001 (0.02)
0.00 0.2)5 0.I1 0 0.I1 5 0.I20 O.I25
Mental well-being B (se)
Improvement in sense of control [ 0.03 (0.01)
Change in cognitive function -0.001 (0.02)
Reduction in depressive symptoms [ ] 0.07 (0.02)
0.00 0.;)5 0.I1 0 0.I1 5 0.I20 0.I25

Figure 9.3. What affects changes in life-satisfaction over an eight-year interval

(ELSA) (B-coefficients)
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Table 9.5. What affects changes in life-satisfaction (0-10) over an

eight-year interval (ELSA)

Unstandardized
Unit coefficients (s.e.)
Age in 2004 years -0.001 (.002)
Female 1,0 -0.01 (.03)
Ethnicity (nonwhite vs. white) 1,0 -0.25 (.13)
Education: medium vs. low 1,0 0.05 (.04)
Education: high vs. low 1,0 -0.02 (.04)
Change in income 2004-12 decile -0.002 (.005)
Change in employment 2004-12 (ref = stable)
Employed — not employed 1,0 0.02 (.04)
Not employed — employed 1,0 0.21 (.14)
Change in marital status 2004-12 (ref = stable)
Married — divorced/widowed 1,0 0.11 (.06)
Nonmarried — married 1,0 0.17 (.11)
Change in cultural engagement® frequency 0-5 0.04 (.02)
Change in organizational # membership 0.02 (.01)
involvement® (0-8)
Change in social network* # people 0.004 (.003)
Change in loneliness* index (3 items) 0.44 (.03)
Change in positive support index (1-4) 0.17 (.03)
New chronic lung disease 1,0 -0.07 (.06)
New cancer 1,0 -0.07 (.06)
New arthritis 1,0 -0.07 (.04)
New diabetes 1,0 -0.03 (.13)
New stroke 1,0 -0.13 (.16)
New CHD 1,0 -0.24 (.12)




Happiness at Older Ages

Unstandardized
Unit coefficients (s.e.)
Change in limiting long-standing 1,0
illness (ref=stable)
New long-standing illness 1,0 -0.09 (.04)
No longer report long-standing 1,0 0.09 (.05)
illness
Change in ADL® number of dif- 0.04 (.02)
ficulties (0-6)
Change in hearing® rating scale 0-4 0.01 (.01)
Change in eyesight® rating scale 04 0.05 (.01)
Change in impaired mobility* # of impair- 0.01 (.01)
ments
Change in pain® 1,0 0(.03)
Change in sense of control* index (1-6) 0.02 (.01)
Cognitive function score W5* index 0(0)
Change in depressive symptom index (0-8) 0.03 (.01)
CES-D Ws*
N 3,230
Adjusted R? 0.12

SA negative value of change represents a worse evolution

examined before. The soczal relationship and engagement fac-

tors are once again the most important. Surprisingly, changes
from being married to divorced or widowed do not relate
significantly to life-satisfaction, but there is a relatively lim-
ited number of people in this category (N = 201, 6.2%).
On the other hand, reductions in loneliness, increases in
involvement in social and other organizations, increases in
positive support, and greater cultural engagement are all
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linked with increased life-satisfaction over the eight-year
period. When loneliness is removed from the model, the as-
sociation between changes from being married to divorced/
widowed and life-satisfaction becomes negative (although
remaining nonsignificant).

In the bealth domain, we find that people who developed
coronary heart disease or a new long-standing illness over
the eight-year period experienced a fall in life-satisfaction.
As in the levels analysis (Figure 9.2), individual chronic dis-
eases are not related to life-satisfaction. Functional changes
were also important, since people whose eyesight improved
show a smaller drop in life-satisfaction. Finally, in regard o
mental health,a decrease in depressive symptoms and an im-
provement in the sense of control between 2004 and 2010
predict an improvement in life-satisfaction by 2012, while
changes in cognitive function have no effect.

Opverall, these dynamic processes in people’s lives account
for 12% of the variation in changes in life-satisfaction. As
in the cross-sectional analysis, we wanted to explore any im-
pact of age or gender on the observed associations. These are
described in online Tables A9.2 and A9.3 and reveal little
difference by age and gender. The main factors related to
change in life-satisfaction are changes in loneliness and pos-
itive support, improvement in eyesight, and less depressive
symptoms. Limiting long-standing illness was associated
with life-satisfaction only in men and in people under 65.

Conclusions

In this chapter we explored which factors influence well-
being at older ages. In part, our results confirm what is
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known from analyses of life-satisfaction at earlier stages
of life." Economic circumstances play a part, although not a
dominant role, and retirement seems to have a positive impact
on well-being. Mental and physical ill health are both very
important. But at older ages, impairments in our capacity
to see, hear, and get around independently become increas-
ingly relevant. Unlike at earlier ages, physical ill health
play only a relatively small role in the determinants of life-
satisfaction, which may relate to acceptance and adaptation,
as declining health is “expected” as we age. Most striking is
the crucial role played by social activity and engagement:
loneliness stands out as the one factor that most negatively
affects life-satisfaction. The strong role played by depressive
symptoms is as expected, since depression is related to the
measure of life-satisfaction; nevertheless these results also
emphasize the importance of mental health in the well-
being of older adults. Social interactions and activities have
a range of positive consequences, such as coping ability, and
feeling respected and recognized. As mental health and so-
cial activity also relate to premature mortality, it is a priority
to focus on reducing social isolation and the management
of depression. Encouragingly, these are modifiable and mal-
leable factors. Among older people, targeting efforts at im-
proving mental well-being and increasing social connect-
edness and social support may provide the largest gains in
life-satisfaction.
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PART TWO

What Makes a
Successful Child?



“You can be anything you want to be—no limits.”



10 Family Income

One half of the world knows not how the other half lives.

—Joseph Hall, Holy Observations (1607)

Finally we return to childhood. How does our early expe-
rience determine our emotional well-being as a child? And
how does it affect the other key dimensions of our devel-
opment as children—our behavior and our intellectual
performance?

To answer these questions we turn to a remarkable sur-
vey that has followed children much more frequently and
in more detail than most other surveys in the world. This
is the Avon Longitudinal Study of Parents and Children
(ALSPAC). This survey attempted to cover all children born
in and around Bristol (a city of nearly half a million peo-
ple) and Bath, between April 1991 and December 1992. It
achieved about 70% of the total, though there was some sub-
sequent attrition and nonresponse to individual questions.

The survey enables us to study closely the effects of very
many childhood influences, all of which are included in the
online tables for Part II. But in what follows we focus on five
major issues where public policy can have a major impact.
These are the effects of

child poverty

e parents working

e parenting and parents’ mental health
conflict in the family, and

e the quality of schooling.
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We have a chapter on each of these five types of expe-
rience. The question is how they affect the three main di-
mensions of child development: emotional, behavioral, and
intellectual. We measure these dimensions as shown on the
outcome-age-measure grid.

Outcome Age Measure

Emotional 16,11 Short Mood and Feelings Questionnaire,
average of replies by mother and child

5 Strengths and Difficulties Questionnaire,
mother-assessed

Behavioral 16,11,5  Strengths and Difficulties Questionnaire,
mother-assessed

Intellectual 16 General Certificate of Secondary Education
(GCSE) points
11 National curriculum test score (often
referred to as SATS)
5 Local school entry assessment

In the next five chapters we always take the outcomes in
this order—beginning with what is intrinsically the most
important, which is the emotional well-being of the child.
And we look at how, other things equal, it is affected by the
specific experience that is the subject of the chapter. Need-
less to say, outcomes at 5 have to be explained by experi-
ences up to 5; outcomes at 11 by experiences up to 11; and
so on. This applies to every table.

Poverty and Child Development

So how are children affected if their parents are poor? We
measure income by the log of income per adult-equivalent
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in the family.? The prime issue now, as in the next five chap-
ters, is how this affects children, all else held constant. It is im-
portant to ask the question this way. For policy makers want
to know what they could achieve by directly addressing the
problem—in this case the problem of child poverty. What
could they achieve by raising financial support for children?
To answer this question, we need to hold other things con-
stant, including father’s unemployment, mother’s work,
parenting style, parental separation, family conflict, moth-
er’s mental health, father’s mental health, and primary and
secondary school effects, as well as prebirth variables, like
parents’ education, mother’s age at birth, gender, ethnicity,
birth order, birth weight, and being born prematurely.

The Effect of Family Income on
Emotional Well-Being

So what does ALSPAC tell us about the effects of child
poverty? As we shall see, it confirms the well-known fact
that income affects children’s academic performance. But
ALSPAC also shows that the effect on children’s emotional
well-being and behavior is much less.

In Table 10.1 the first column shows the B-coefficients—
estimates of the explanatory power of income. This suggests
that family income explains under 1% of the variance in
children’s emotional well-being.?

However, policy makers would ask a different question,
namely: How much happier would our children be if we in-
creased their family’s income by say 10%? The second column
of the table addresses that question. It shows that, if a child’s
income were increased by 10% throughout childhood, that
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Table 10.1. How children’s emotional well-being is affected by log
family income (ALSPAC)

Effect on standardized Log income
emotional well-being at p-coefficient unstandardized

16 0.07 (.02) 0.12 (.04)

11 0.04 (.02) 0.06 (.03)

N 0.10 (.01) 0.17 (.02)

child would be only 0.012 of one standard deviation hap-
pier at each age.

Other studies have come to similar conclusions. For ex-
ample in their book on American children, Consequences
of Growing Up Poor, published in 1999, Greg Duncan and
Jeanne Brooks-Gunn conclude that noncognitive outcomes,
such as mental health, physical health, and behavior are less
sensitive to family income than are cognitive outcomes.*
And some studies have even concluded that there is no di-
rect effect at all of family income on children’s behavior or
emotional health, with the only effect being indirect.’ Sim-
ilarly when it comes to the children’s physical health, this
has been found to be unrelated to the family’s income in
the ALSPAC sample (holding constant the mother’s mental
and physical health).®

The Effect of Family Income on Behavior
If we turn to behavior in Table 10.2, the findings are very sim-
ilar. Even the gross correlations (i.e., those that do not control

for any other variables) are not high between the family’s
financial circumstances and the behavior of their children.”
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Table 10.2. How children’s behavior is affected by family income

(ALSPAC)
Effect on standardized Log income
bebavior at p-coefficient unstandardized
16 0.08 (.02) 0.13 (.04)
11 0.06 (.02) 0.10 (.03)
S 0.02 (.01) 0.03 (.02)

The Effect of Family Income on
Intellectual Performance

By contrast, if we turn to intellectual performance there are
effects of a different magnitude, as Table 10.3 shows. The
B-coefficient (or partial correlation) between income and
intellectual performance is close to 0.14 at every age. And
the effect of a 10% rise in family income is a rise of 0.024
standard deviations in intellectual performance. *

So suppose one considers a poor family with one child
and a total household income of £15,000. This implies that
for roughly £10,000 (a 4% increase each year for 16 years)
the child’s GCSE performance could improve by 0.010 stan-
dard deviations.

Table 10.3. How children’s intellectual performance is affected by
family income (ALSPAC)

Effect on standardized Log income
intellectual performance at p-coefficient unstandardized

16 0.14 (.01) 0.24 (.02)

11 0.14 (.01) 0.24 (.02)

5 0.13 (.01) 0.21 (.02)
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This is quite a high cost. So the policy maker might ask
a different question: Is there any other measure by which
I could raise the educational performance of a poor child?
As online Table A10.1 shows, there is a high correlation
between intellectual performance and the quality of sec-
ondary schooling. Anticipating Chapter 14, we find that
the difference in performance between the best and worst
performing three secondary schools in Avon (holding child
and parent characteristics constant) is 0.46 standard devi-
ations of GCSE points. Suppose it took £2,000 a year per
pupil to lift a school that far—or £10,000 over five years.
That would be an increase of 0.46 standard deviations per
£10,000—much more than could be achieved by a direct
income transfer to parents costing the same amount.

If you are wondering whether these results are too
negative about the quantitative impact of income on aca-
demic performance, they are in fact consistent with earlier
research.” For example Jo Blanden and Paul Gregg used
three earlier British datasets (BCS; BHPS; and the National
Child Development Study, NCDS) to examine how family
income at age 16 affected GCSE performance.'® They con-
cluded that when family income falls by 33% the propor-
tion of children who obtain any GCSE A*-C grades falls by
3—4 percentage points.' This corresponds to a 3-coefficient
of around 0.1—similar to our estimate of 0.15.

For the United States, Daron Acemoglu and Jorn-Steffen
Pischke have used three longitudinal studies of school leav-
ers sponsored by the National Center for Education Sta-
tistics. These show that a 109 rise in family income leads
to a 1.4 percentage point rise in the probability of college
attendance, which implies a f-coefficient of around 0.14—
again similar.”? Likewise at the earlier ages of three and five,
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Wei-Jun Jean Yeung and colleagues analyze the Panel Study
of Income Dynamics and find a $-coefficient of 0.15 for the
effect of family income on cognitive skill."?

Part of the reason for this is that high-income parents
spend a larger proportion of their incomes on children’s ed-
ucation than low-income parents. For example, a US study
uses two nationally representative expenditure surveys to
show that American families in the bottom family expen-
diture quintile spend 3% of their total expenditure on ed-
ucation enrichment items (e.g., preschool, drama lessons,
music lessons); families in the top income quintile spend
9%.'

Conclusion

Lack of income is not the only source of financial difficul-
ties."” But the family’s income as such has a limited effect
on the emotional well-being and behavior of the children,
other things constant. There is however a stronger rela-
tion between the family’s income and children’s academic
achievement.
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[cHILD CARE PLAN]

‘A good dog can look after
as many as 30 toddlers’




11 Working Parents

My husband and I have decided to start a family while

my parents are still young enough to look after them.

—Rita Rudner

In rich countries few mothers worked outside the house in
1900, except for the very poorest.! Today the majority do
(see Figure 11.1). In most advanced countries this is the big-
gest single social change of the last century. No longer do
most women give birth to large numbers of children, most
of whom die. Instead they have careers and earn money.

But what does this do to their children? There is no more
contentious subject of debate in cafés or around the din-
ner table. But the weight of evidence from ALSPAC is that,
other things held constant (including income), mother’s
work has no marked effect, good or bad, on the emotional
health of her children.

In ALSPAC we know at what month after the birth of
the child the mother returned to paid work (which tells us
what fraction of the child’s first year of life the mother spent
working). We also know at which of the nine subsequent
times she was questioned she was working.? This gives us
two key pieces of information. One is the proportion of the
first year of the child’s life for which the mother worked.
The other is the proportion of the remaining years of child-
hood during which the mother worked. What difference
does it make if the mother worked, and when?
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100
90
80
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60 —
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20
10

Child aged under 1 Child 1-16

Figure 11.1. Percentage of mothers in work: by age of
child

Mother’s Work and the
Emotional Health of Her Child

Table 11.1 answers the question, holding income constant.
As it shows, when the mother worked in the first year of
the child’s life, there is some negative effect on the child’s
emotional health, holding income constant. But, when we
take into account the relation of mother’s work and family
income, any negative effect disappears. If the mother works
in the subsequent years of childhood, there is no signifi-
cant negative effect even holding income constant—and the
gross effect is positive if enough other factors are taken into
account. Online Table A11.1 shows this gross effect, suitably
decomposed.’

Similar findings to ours appear in the most recent cohort
study of children born in the year 2000 (the Millennium
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Table 11.1. How children’s emotional well-being is affected by
mother’s work (ALSPAC)

_ _ Effect on standardized emotional well-being at
Proportion of time

mother worked 16 11 S

In the 1st year -0.05 (.04) -0.09 (.04) -0.04 (.03)
Thereafter (up to -0.03 (.06) -0.02 (.04) 0.07 (.03)
age shown)

Cohort Study). These children likewise showed no loss of
mental health if their mothers went quickly back to work.*
Equally, in adolescence, children aged 11-15 in the youth
section of the BHPS reported higher levels of happiness if
their mothers were at work.’

Mother’s Work and the Behavior of Her Child

Buteven if the mother’s own child fares all right, what about
that child’s behavior to others? Here there is a long-standing
debate about whether being looked after in a nursery or by
a child minder makes a child more aggressive. Many surveys
have examined the behavioral effects of children’s preschool
experience both in the United States and UK.® US studies
tend to find some adverse effects of nursery care while Brit-
ish ones generally do not. Our own ALSPAC results suggest
no marked effect of being cared for in a nursery or with
a minder in the early years (see Table 11.2). But they do
reveal important effects at 11 and 16—where on average
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Table 11.2. How children’s behavior is affected by mother’s work
(ALSPAC)

Effect on standardized behavior at

Proportion of time

mother worked 16 11 S

In the 1st year -0.01 (.05) 0.03 (.04) 0.00 (.03)
Thereafter (up to -0.14 (.06) -0.11 (.04) 0.01 (.03)
age shown)

those whose mothers worked throughout their childhood
behaved worse. This effect is significant only for girls—with
a coefficient suggesting that, if their mother works through-
out (as opposed to never), their average behavior at 16 is
worse by 0.18 standard deviations.” Even this is not a huge
effect, and it is reduced when the effect of work on income
is allowed for (see Online Table A.11.1).

Mother’s Work and the Intellectual
Development of Her Child

So much for effects on the well-being and the behavior
of the children. But what about the educator’s passion—
their intellectual performance? How is this affected if their
mother goes out to work?

And when is it affected? This question of when is crucial,
because learning is cumulative, and the only thing that mat-
ters ultimately is what a person has learned by the end of
their education. In this respect intellectual development is
quite different from well-being and behavior, which matter
every year—it is an outcome every year if a child is happy
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Table 11.3. How children’s intellectual performance is affected by
mother’s work (ALSPAC)

Effect on standardized intellectual performance at

Proportion of time

mother worked 16 11 S

In the 1st year -0.06 (.02) —-0.05 (.03) 0.00 (.03)
Thereafter (up to 0.11 (.03) 0.08 (.03) 0.08 (.03)
age shown)

that year, or treats other children well that year. But the out-
come of academic education is the final state.

By age 16, if we look at Table 11.3, we find an unambig-
uous picture. The effect is negative if the mother returns to
work in the first twelve months. But it is positively benefi-
cial if she works thereafter.® The gross effect is even larger, as
we can see from the online Table A.11.1.

These findings are broadly in line with other research.
UK researchers have generally found that mother’s work
improves intellectual performance at all ages.” In contrast,
US work on the National Longitudinal Survey of Youth
(NLSY) has suggested that, if the mother goes back to work
early, child cognitive performance suffers at ages three and
four, but the effect disappears by age six."* The broad con-
clusion has to be “Mothers of the world, relax”—unless
working outside of the home makes you less happy.

Unemployed Fathers
It is one thing to choose whether you want to work. It is

another thing to be able to find work if you want it. As
we have seen in Part I, unemployment has a devastating
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Table 11.4. How children’s outcomes are affected by father’s
unemployment (0-1) (ALSPAC)

Effects on standardized
outcome at Emotional Bebavioral Intellectual
16 -0.29 (.18) -0.01 (.16) -0.23 (.06)
11 -0.23 (.12) 0.02 (.12) -0.15 (.06)
5 -0.03 (.07) -0.04 (.06) -0.01 (.05)

effect on both men and women. But how does it affect their
children?

ALSPAC provides clear unemployment data only on the
fathers of the children and shows that this can have a criti-
cal effect on children’s development. There are many chan-
nels through which this can work—via the parents’ mood,
family conflict, reduced aspirations, taunting at school, and
simple loss of income."!

In Table 11.4 we look at the effect, holding family conflict
and income constant. One thing is very clear. Like all eco-
nomic variables, father’s unemployment has a substantial
and well-measured effect on academic performance. Its net
effect on behavior and emotional health is less well-defined.'?
But when we reduce the number of other influences we
hold constant, the gross “effect” of father’s unemployment
on behavior (i.e., holding nothing else constant) becomes
negative, owing to the indirect effect of unemployment
through reduced income and increased family conflict. And
the negative effect on emotional well-being also becomes
even more negative, for the same reasons (see online Table
A11.2).
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Conclusion

Jawaharlal Nehru wrote “Work is worship? This might be a
bit over the top, but work is important for identity as well
as for income. So loss of work can wreak havoc in a family.
And its acquisition, when a mother goes back to work, can
bring benefits, and few costs.
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12 Parenting and
Parents’Mental Health

They fill you with the faults they had,

And add some extra, just for you.

—Philip Larkin, “This Be the Verse”

It is now time to move from the economics of the family
to the character of the parents, and how they relate to their

child.

Genes

But first a major word of caution is needed, which applies
to the book as a whole. All humans are the products of
genes and experience, and of how the two interact. So ide-
ally we should include genes among the determinants of
child outcomes and of adult well-being. Every parent knows
that genes matter—within most families the children dif
fer widely from each other, which must mainly reflect dif-
ferent genes. Moreover, scientifically, there are two types of
compelling evidence of the importance of the genes—from
twin studies and from studies of adopted children.! Twin
studies show that identical twins are much more similar to
each other in their well-being than are nonidentical twins.?
This is because identical twins have identical genes, while
other twins do not. Similarly when adopted children are
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raised apart from their biological parents, their well-being is
still influenced by that of their biological parents.?

At the same time, experience is also incredibly important.
Adopted children’s well-being also reflects the well-being of
their adoptive parents, with whom they share no genes at
all. What is more, how they turn out is not just the result of
genes and experience added up. Instead it depends on the
interaction of the genes with experience.* For example, ad-
opted children who grow up in a disturbed home are more
likely than other children to become mentally ill, but the
effect of their experience is augmented if their biological
parents were also mentally ill.* Similarly, adopted children
who grow up in a criminal home are more likely to become
criminals, but the effect of their experience is augmented if
their biological parents were also criminal.® And this mech-
anism is beginning to be understood through the science
of epigenetics that explains how (for example by methyla-
tion) the “expression” of a gene can be silenced as a result of
a person’s experience.” Such gene-experience interaction is
pervasive in human life.

The effect of genes can sometimes now be traced to the
operation of particular, specific genes. In a few cases it has
been possible to identify within the DNA genome spe-
cific genes that contribute to well-being.® But the number
of genes identified so far is only around three, and they
account for only 1% of the variance of well-being. So, in
studying what causes well-being over the life course, we can-
not simply insert the relevant genes in our array of deter-
minants.

But we should be appropriately humble about what we
can do. For example, suppose we can show that, if your
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mother is depressed after you are born, you are x percent
more likely to grow up depressed (cet. par.). And suppose
we could prevent your mother’s depression, before you were
born. As a result of this intervention, you would indeed
have a better childhood. But you would still share your moth-
er’s genes. So your chance of growing up depressed would
be reduced by less than the full x percent. We cannot say
how far x is an overestimate, and this is true of many of
the estimates of effects in this book. Whenever the “cause”
being studied is correlated with an omitted measure of the
relevant genes, the estimated effect of the cause is biased
to be larger than the true effect. On the other hand, since
most of these “causes” are measured with error, that biases
the estimated effect to be smaller. For both of these rea-
sons the numbers in this book must be treated as a broad
first attempt to depict the key environmental determi-
nants of well-being—a first rather than a last word on the
subject.’

Parents and the Emotional
Health of Their Children

So how much does parents’ behavior matter for their chil-
dren’s emotional health? A lot, but probably less than some
people think. If we take everything we know about parents,
it explains only 6 percent of the variance of their children’s
emotional health at 16."° This includes the effect of parents’
income and work (already discussed) and family conflict
(discussed in the next chapter). In the present chapter we
shall look at the main other factors we know in the child’s
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Table 12.1. How parents affect the emotional well-being of
their children (ALSPAC) (p-coefficients)

Effect on well-being at
16 11 5

Mother’s mental 0.16 (.02) 0.18 (.02) 0.22 (.01)
health

Father’s mental health 0.04 (.02) 0.04 (.01) 0.05 (.01)
Mother’s involvement 0.04 (.02) 0.02 (.01) 0.09 (.01)
(to age 6)

Mother’s aggression -0.03 (.02) -0.04 (.01) -0.05 (.01)
(to age 6)

family background—the mental health of the parents and
their style of parenting.

But first we should begin with the situation before the
child was born. The following variables have no consistent
measurable effect on the child’s emotional health at 5, 11,
and 16: parents’ education, ethnicity (white vs. other), child
firstborn, child premature, and low birth weight."" But the
mental health of both parents (especially the mother) is
crucial, and so is the parenting style of both parents.

This can be seen in Table 12.1. The mental health of
the mother is measured by the Edinburgh Post-natal De-
pression Scale (twice in the first year at months 2 and 8,
and then at ages 1, 2, 5, 6, 8, and 11). The mental health
of the father is measured by the Crown-Crisp Experiential
Index (twice in the first year at months 2 and 8, and then at
age 1).
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As the table shows, the mother’s mental health has a pow-
erful influence on her children’s well-being, with a partial
correlation of 0.15 or more. The effect is especially strong
on girls."”? This is not just an effect of postnatal depression
(which affects 10-20% of mothers). In fact, the prevalence
of maternal depression is fairly constant throughout the
childhood of our sample. The father’s mental health also
matters, but much less, with a partial correlation of 0.05 or
less.” This reinforces the view that the effect of the mother’s
mental health comes largely through the child’s experience
and not the genes, since fathers’ and mothers’ genes matter
equally.

These findings are consistent with earlier work showing
how mental health is transmitted from one generation to
another." Even while children are in the womb, their brains
are affected by their mother’s emotional state, and these ef-
fects persist.'s

So what about the way the parents interact with their
children? This is a matter of huge importance, and the ev-
idence from ALSPAC is limited. Standard findings about
child development include the following:'¢

e Attachment. It is crucial that a child develops at-
tachment to a parent or parent-surrogate, whom
they experience as a source of unconditional love
and affection. A related concept is the degree of
warmth in the relationship.

e Firmness. The parent needs to set clear boundaries
that are implemented with firmness but also affec-
tion.
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e Involvement. The parent needs to engage with the
child: in conversation, in play, in activities of all
kinds, and with their life at school.

The first of these three items is especially important for the
child’s emotional health, the second for behavior, and the
third for intellectual development. ALSPAC provides good
evidence on the third of these, and less good evidence on
the first two.

In ALSPAC, involvement is measured by a weighted av-
erage of the mother’s frequency of conversation with the
child, singing to the child, reading to the child, drawing/
painting with the child, helping with homework, and pre-
paring for school."” This is measured at 6 months and at
ages 1,2,4,5,6,and 7. It is therefore a measure only of early
involvement.

On the first two dimensions of good parenting we have
evidence only on the degree of the parent’s aggression to the
child: the average of the frequency with which the mother
shouts or smacks when the child has a tantrum.'®

As Table 12.1 shows, the child’s emotional health is
affected by the mother’s involvement with the child, es-
pecially when the child is young.” However the effect is
smaller than is sometimes supposed. As regards parental ag-

gression, this is unsurprisingly bad for a child’s emotional
health.

Parents and the Behavior of Their Children

Turning to the behavior of children (see Table 12.2), this
too is highly influenced by their mother’s mental health;
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Table 12.2. How parents affect the behavior of their children
(ALSPAC) (B-coefficients)

Effect on bebavior at

16 11 5

Mother’s mental 0.17 (.02) 0.17 (.02) 0.18 (.01)
health

Father’s mental health -0.01 (.02) 0.01 (.02) 0.02 (.01)
Mother’s involvement 0.05 (.02) 0.10 (.02) 0.12 (.01)
(to age 6)

Mother’s aggression -0.12 (.02) -0.15 (.01) -0.20 (.01)
(to age 6)

their father’s mental health makes little difference. If par-
ents are involved, this improves their children’s behavior. By
contrast aggressive behavior by mothers is associated with
bad behavior from the children. Causality here must surely
be in both directions, but clearly bad behavior by mothers
can produce bad behavior by children.

Parents and Intellectual Development

When we turn to the cognitive development of children, we
expect to find that parental involvement makes a large dif-
ference. In net terms (cet. par.) there is a substantial effect at
age five (see Table 12.3). This is consistent with arguments
for early intervention especially when it comes to the intel-
lectual development of children.?

In gross terms there is of course a stronger relationship
between involvement and intellectual development. This is
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Table 12.3. How parents affect the intellectual development of their
children (ALSPAC) (B-coefficients)

Effect on intellectual performance at

16 11 5

Mother’s mental 0.03 (.01) 0.03 (.01) 0.04 (.01)
health

Father’s mental health -0.00 (.01) -0.01 (.01) 0.00 (.01)
Mother’s involvement 0.02 (.01) 0.02 (.01) 0.07 (.01)
(to age 6)

Mother’s aggression -0.01 (.01) -0.03 (.01) 0.00 (.01)
(to age 6)

shown in the online Table A12.1,2' which shows that the
gross correlation between mother’s involvement and GCSE
performance at age 16 is 0.05 while the net correlation is
0.02. The difference arises partly because the children of
involved parents go to better schools, and partly because
involved parents are richer.

When it comes to intellectual development, the net effect
of parents’ mental health and aggressive parenting is small.
But the gross effect is augmented by the types of school their
children go to—and by the family’s economic resources.

Conclusion

We do not claim that this is the last word on parenting. But
some clear conclusions emerge

* A mother’s mental health is critical for the happi-
ness and behavior of her children. It deserves high
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policy priority, for the sake of both mother and
child.
* Aggressive parents produce badly behaved children
e Involved parents can help children significantly, es-
pecially with their academic development.
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13 Family Conflict

It’s just a family that loves each other, and as long as

they do that’s a happy family.

—Eight-year-old girl

By the time they were 16, one-fifth of the 1970 birth cohort
had experienced the break-up of their family: their parents no
longer lived together.! Since then family break-up has become
even more common, and today 40% of British 16-year-olds live
in separated families.” In the United States the figure is 50%.

Break-up on this scale is a relatively modern phenomenon
—one of the more important changes over the last forty
years. So what is it doing to our children? ALSPAC provides
good evidence, and the broad answer is this: What matters
is family conflict, rather than family break-up, and, if the
conflict is bad enough, the break-up may help the children.
But the conflict is unambiguously bad, especially for the be-
havior of the children—parents who fight tend to generate
children who fight.

Measurement
To measure whether there is family conflict the mothers
in ALSPAC were regularly asked: In the past three months

have you or your partner

e argued with each other over 3 times
* been irritable with the other
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* not spoken to the other for a long period
* shouted at the other

e hit/slapped the other

e thrown something in anger.

To obtain our measure of conflict we add up these replies.
We have measures for ages 2, 3, 6, and 12, and at each age
we measure the average conflict up to that age—or up to
separation if separation has already occurred.

To measure whether the parents are separated, we have
annual reports from the mother on any separation up to age
13, plus the child’s report on separations at ages 13-16.So at
each age our variable measures whether the original family
is no longer intact.

The Effect of Family Conflict

In analyzing the effect of these variables, it is, as so often, dif-
ficult to know what to hold constant. There are obvious is-
sues on how to handle mental health in particular, since it is
such a powerful determinant of life-satisfaction. Mental ill-
ness may cause family conflict, in which case it should be
included in the equation if we want to find out the spe-
cific effects of conflict without picking up the effect of a
confounder. On the other hand conflict may cause mental
illness as a mediating variable,’ in which case if we want to
find the effects of conflict we should exclude mental illness
from the equation.

In Table 13.1 we look at outcomes at age 16 following
both approaches. In the top two rows we do not control for
the mental health of the parents. The effects of conflict are
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Table 13.1. How family conflict affects children’s outcomes at 16
(standardized) (ALSPAC)

Units  Emotional  Bebavioral — Intellectual

Not controlling for mental health

Effect of conflict SD -0.11 (.02) -0.20(.02) —-0.02 (.01)

Effect of separation 1,0 -0.01 (.04) -0.01(.04) -0.07 (.02)

Controlling for mental health

Effect of conflict SD -0.04 (.02) -0.14(.02) -0.01(.01)
Effect of separation 1,0 0.01 (.04) 0.00 (.04) —0.07 (.02)

large—both on emotional health and behavior (though not
academic performance). Separation adds little explanatory
power except in explaining academic performance.

By contrast if we control for mental illness all these ef
fects are reduced. To be sure of not overclaiming we proceed
from now on to control for mental health and to look at the
effects of family conflict throughout a child’s life.

We can begin with the effects of the parents’ relationship
on the children’s emotional well-being. As Table 13.2 shows,
the main issue here is the extent of family conflict. Once
the amount of family conflict is given, parental separation
is a smaller issue. This is a standard finding in US studies
also.* Of course if family conflict is omitted (as it is in many
studies), separation appears to have a bigger effect; but this
is misleading.

The effects on children’s behavior are more serious, and
these effects (as we know) can be carried on into adulthood.
Thus the partial correlation of parental conflict and chil-
dren’s behavior is —0.14, a substantial effect. Again separation
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Table 13.2. How family conflict affects children’s emotional well-being
(ALSPAC)

Effect on standardized well-being at

16 11 R
Parental conflict -0.04 (.02) -0.04 (.02) -0.02 (.01)
(standardized)
Parental separation (1,0) 0.01 (.04) -0.03 (.03) 0.04 (.03)

adds little extra effect, once conflict is allowed for (see Table
13.3).

When it comes to academic performance, parental conflict
seems to cause much less of a problem, while separation is
more disturbing (see Table 13.4). This is consistent with the
findings of earlier studies.®

When Conflict Is High, Is It Better to Separate?

So far we have examined separately the effects of conflict
and of separation (holding the other constant). But what if
separation were more beneficial the higher the level of con-
flict? We investigate this in Table 13.5.¢ In this case, conflict

Table 13.3. How family conflict affects children’s behavior (ALSPAC)

Effect on standardized behavior at

16 11 5

Parental conflict -0.14 (.02) -0.10 (.02) -0.04 (.01)
(standardized)

Parental separation (1, 0) 0.00 (.04) -0.02 (.04) -0.06 (.03)
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Table 13.4. How family conflict affects children’s intellectual
development (ALSPAC)

Effect on standardized intellectual
performance at

16 11 8
Parental conflict -0.01 (.01) 0.01 (.01) 0.01 (.01)
(standardized)
Parental separation (1, 0) -0.07 (.02) -0.03 (.02) -0.02(.03)

Table 13.5. The interacted effect of family conflict and parental
separation on children’s outcomes (standardized) (ALSPAC)

Emotional health at

16 11 8
High Conflict =1 —-0.08 (.04) -0.08 (.03) -0.04 (.02)
Separated =1 —0.01 (.05) —0.05 (.05) 0.09 (.04)
Separated*Conflict 0.03 (.07) 0.05 (.06) -0.07 (.06)
Behavior at

16 11 5
High Conflict = 1 -0.19 (.04) -0.17 (.03) —-0.08 (.02)
Separated = 1 -0.01 (.06) -0.04 (.05) -0.07 (.04)
Separated"‘Conﬂict —0.00 (.08) 0.03 (.07) 0.02 (.06)

Intellectual performance at

16 11 5
High Conflict =1 -0.02 (.02) 0.01 (.02) 0.01 (.02)
Separated = 1 -0.06 (.03) -0.01 (.03) -0.02 (.04)
Separated*Conflict 0.00 (.04) 0.00 (.04) 0.01 (.05)

183



Chapter 13

is measured by whether your level of conflict is above the
median.

To interpret the analysis we can examine the first row of
the table. This says that

Emotional health at 16 = -0.08 High conflict
-0.01 Separated
+0.03 High conflict and separated

In other words, if your parents have high conflict but they
separate, your emotional health is improved when they sep-
arate by 0.02 points (i.e.,0.03-0.01).

However in the table the interaction term though gener-
ally positive is never big enough to be significantly different
from zero, given our sample size. It does however confirm
an important point that also emerges from the previous ta-
bles. This is that children whose parents have high conflict
and separate are always worse off emotionally than children
whose parents have no conflict and stay together.

Conclusion

In a British survey, teenagers and parents were asked whether
they agreed with the statement “Parents getting on well is
one of the most important factors in raising happy chil-
dren? Seven in ten of the teenagers agreed but only a third
of the parents did so.”

Our analysis suggests the teenagers were right. But if they
were right about their well-being, they would have been
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even more right if they had added that this is also important
for their school work and above all for their behavior. Our
findings thus confirm the findings of many other studies
that parents really do make a difference to their children.
Do schools also make a difference, and by how much?
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14 Schooling

Ask me my three main priorities for government and

I will tell you: education, education, and education

—Tony Blair (1996)

In 1966 the US government published the famous Coleman
Report, chaired by the celebrated sociologist James Cole-
man. It argued that the main cause of children’s academic
success was the attitude of their parents. Without a change
in this, the report argued, schools had limited ability to make
a difference. This view was supported by plenty of research
that showed that the measured characteristics of teachers
made little difference to the academic success of their pupils.

The counterattack was rapid and ingenious. A young
researcher called Eric Hanushek asked, What about the
unmeasured characteristics of the teacher? Why not investi-
gate simply how much difference it makes whether you are
taught by Mrs. X, rather than Mr. Y. So he replaced the mea-
sured characteristics of teachers in the Coleman analysis
by a string of variables, which simply reflected the name of
the teacher. It turned out that which teacher children were
taught by explained a substantial proportion of the variance
in their test scores.

In this chapter we investigate the impact of the different
schools and teachers in the Avon area on the outcomes of
the children they taught. We begin by investigating the role
of the whole school—what difference does it make which
school you go to? And we start with secondary schools.
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The Effects of Individual Secondary Schools

Our aim is to explain child outcomes at age 16: emotional
(as measured by reports from parent and child, averaged);
behavioral (as measured by the parent); and intellectual
(the GCSE score). We control for the child’s relevant out-
come at age 11 (before they entered the secondary school),?
as well as for family background. We then estimate the im-
pact of each school by entering a separate dummy for every
school. Table 14.1 shows the standard deviation of these
school effects.

The effect of the school is remarkable—not only on in-
tellectual performance, as Hanushek found, but also on
happiness (emotional health) and behavior. For example,
we can take a child of given happiness at age 11 (and given
family background) and ask how much happier did that
child become at age 16 if in a school at the 83rd percen-
tile of happiness production compared with a school at the
50th percentile of happiness production. The answer, as
Table 14.1 shows, is that the child became happier by a mas-
sive 0.26 standard deviations of happiness.’ In other words a
child who at 11 was at the median level of happiness would
by 16 have been at the 60th percentile. This is a remark-
able impact. The effect on behavior is nearly as great, but
here we want to stress the effect on happiness—since many

Table 14.1. How children’s outcomes at 16 are affected by secondary
school attended (ALSPAC) (B-coefficients)

Emotional Behavioral Intellectual

Secondary school 0.26 (.01) 0.21 (.01) 0.29 (.01)
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Table 14.2. How children’s outcomes at 16 are affected by secondary
school characteristics (ALSPAC) (B-coefficients)

Emotional Bebavioral Intellectual
School size -0.02 (.02) -0.02 (.02) 0.03 (.01)
Class size —0.00 (.02) -0.01 (.02) 0.01 (.01)
% Free school 0.01 (.02) -0.03 (.03) -0.03 (.01)
meals
% English not first 0.01 (.02) 0.04 (.02) 0.02 (.01)
language

policy makers still question whether that is the business of
schools.

We have only limited information on the features of the
schools that might explain these huge differences. In Table
14.2 we replace the name of the school by four characteris-
tics reported in the table. We find that these variables have
little explanatory power. School size has a small positive
effect on GCSE performance. But the average class size in
the school has no effect on anything. Clearly the quality of
teaching makes much more difference than the size of the
class (at least within the existing range of class sizes). This is
consistent with findings from earlier research.*

The Effects of Individual Primary Schools

Next we look at how primary schools affect their children’s
outcomes while they are still in primary school (see Table
14.3). We try to explain what children are like at age 11,
given how they are at age 8. And we try to explain how they
are at age 8, given how they are at age 7. We again control
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Table 14.3. How children’s outcomes at 8 and 11 are affected by
primary school attended (ALSPAC) (B-coefficients)

Emotional Behavioral Intellectual
At age 11 0.24 (.01) 0.19 (.01) 0.27 (.01)
At age 8 0.19 (.01) 0.20 (.01) 0.30 (.01)

for family background. Once again, the effect of the school
is remarkable on all three outcomes and at both ages.

We can again examine the effect of the characteristics of
the school (see Table 14.4). At these younger ages, there is
no clear advantage intellectually or emotionally from larger
schools. And there is absolutely no evidence in favor of
smaller class sizes—a clear finding at both age 11 and age 8.

The Effects of Individual Teachers

What can we say about the effect of the individual teacher?
In primary schools (unlike secondary) each child has basi-
cally only one teacher per year. And that is why our analysis
of teachers relates to primary school teachers only.
Researchers and policy makers agree on the fact that
teachers are important.’ The standard approach is to use
teacher value-added measures, where children’s scores are
explained by their previous scores, their parents’ characteris-
tics, the school’s characteristics, and the name of the teacher.
It is then possible to calculate the standard deviation of
these value-added teacher scores relative to the overall stan-
dard deviation of the outcome across all children. This gives
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Table 14.4. How children’s outcomes at 8 and 11 are affected by mea-
sured primary school characteristics (ALSPAC) (B-coeflicients)

Outcomes at age 11

Emotional

Bebavioral

Intellectual

School size
Class size
9% Free school meal

% English not first
language

9% SEN statemented 0.09 (.02) 0.03 (.02) -0.05 (.02)
9% Home concerns 0.00 (.02) 0.03 (.02) -0.02 (.01)
Outcomes at age 8

Emotional Behavioral Intellectual
School size -0.03 (.02) 0.01 (.01) 0.01 (.02)
Class size 0.04 (.02) -0.02 (.02) 0.04 (.02)
9% Free school meal 0.01 (.02) -0.02 (.02) -0.01 (.02)
) English not first -0.05 (.02) -0.04 (.02) 0.01 (.02)
language
9% SEN statemented 0.05 (.01) —-0.06 (.01) —0.03 (.02)
% Home concerns -0.06 (.02) 0.01 (.01) 0.05 (.02)

B-coefficients similar to those we were examining before,

but for teachers rather than schools.
Most research on teachers has focused on how they af-
fect their pupils’ academic test scores. There is little research

on how teachers affect their pupils’ emotional health and
behavior. However Table 14.5 shows the results of a recent
study® using information from ALSPAC for primary school
teachers of children who ended the school year aged 8 and

191



Chapter 14

Table 14.5. How children’s outcomes at 8 and 11 are affected by their
teacher (ALSPAC) (B-coefficients)

Outcomes measured by Emotional Behavioral Intellectual
Teacher’ t 0.2 0.12

eacher’s reports 3 0.14
Parents’ reports 0.22 0.09

11 respectively.” The first row uses the teacher’s own mea-
surement of their children’s emotional health and behav-
ior, while the second row uses the parent’s measurement of
these variables. As can be seen, primary school teachers have
more impact on the emotional health of the children than
on the children’s performance in math.®

How well do these measures of the teacher’s skills pre-
dict their pupils’subsequent academic progress? Looking at
the children’s academic progress in math over the follow-
ing years after they were taught by this particular primary
school teacher, the same study shows that the teacher’s ef-
fects on math test scores fade out very rapidly. This has been
found elsewhere.” By contrast, the teacher’s skill in influenc-
ing behavior and emotional health has only a small effect
on their math performance at the time, but its effect does
not fade over time." This shows clearly that helping pupil’s
well-being does not detract from, but rather adds to, their
academic performance.

Conclusion

Primary and secondary schools have major effects on the
emotional well-being of their children. The variation across
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schools in this regard is as large as the variation in their
impact on academic performance. There is also a huge vari-
ation in the impact of individual primary school teachers
on the emotional well-being and academic performance of
their children. These effects of primary schools and teachers
persist throughout the following five years and longer.

At the same time we find no impact of the (narrow) dif-
ferences in the size of classes across schools. This would
imply that the main target for educational improvement
should be the quality of teaching rather than reduction in
class sizes.
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PART THREE

So What?



If we're going to prioritize, were going to need some priorities.”



15 Measuring Cost-
Effectiveness in Terms
of Happiness

I am afraid there’s no money.

—Liam Byrne in a note to bis successor at the UK Treasury (2010)

So, with all this knowledge, how are policy makers to pro-
ceed? The answer is the same whether they run the Ministry
of Finance or the smallest NGO: there are four steps.

e First, be absolutely clear that human happiness is
the goal of your organization. Build it into its DNA,
and hire people who understand it.

e Second, review the evidence on what produces
happiness (and what doesn’t) and identify areas
relevant to your organization where new policies
might make a real difference.

e Third, design specific policy changes and then con-
duct proper controlled trials of their effects. In
many cases the trials will have to be relatively brief,
showing only the short-run impact of the new
policy. But then you can estimate the longer-term
effects by using models (from this book or else-
where) showing the longer-term effects of short-
run changes. Simulation of this kind will often be
needed.

197



Chapter 15

 Fourth, evaluate the outcome using a method of
cost-effectiveness in which the benefits are mea-
sured in units of happiness.! This last step is the
subject of this chapter.

The New Approach

So how would the policy maker evaluate a policy proposal?*
Whoever we are, we want to see the greatest possible happi-
ness in the community.* And let us assume we have a given
amount of money to spend. We also have many possible
policies we would like to consider. We cannot undertake
them all, and we ought obviously to give top priority to
those that give the largest happiness-benefits per unit of
cost. So we would rank policies according to that criterion
and then proceed down the list, commissioning all that we
could until the money runs out.* Or, which is exactly the
same thing, we would rank policies according to their ratio
of cost to benefit and adopt only those with low enough
cost/benefit ratios.

That is, if you like, the planning approach, but there is
also a decentralized approach that is more practical and
produces the same result. For, implicit in the planning
approach, there is a critical cost-benefit ratio, below which
policies are accepted and above which they are rejected.
This critical ratio is at the point where the money just runs
out. Once this ratio is established, it can be left to decen-
tralized decision makers to evaluate whether any particular
policy passes the test. The critical ratio can be adjusted from
time to time on the basis of experience.
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As we have formulated the approach, it is a form of cost-
effectiveness analysis. We measure the costs in one set of
units (money) and the benefits in another (happiness-years).
And we assume that the total amount of money available
is predetermined. By contrast in traditional cost-benefit
analysis both benefits and costs are in the same units. So
traditional cost-benefit, applied across the board, in princi-
ple determines the total scale of public expenditure. As we
explain later, this is politically unrealistic. So our form of
cost-effectiveness analysis is a sensible way forward for the
analysis of public expenditure.

It is similar to what is already meant to happen with Na-
tional Health Service expenditure in Britain. For all the pos-
sible treatments, the government guidelines® evaluate the
gain in Quality-Adjusted Life Years (QALYs) and the cost.
The treatment is then approved if the cost is below a given
amount per QALY, with a cut-off of around $35,000 per
QALY.®

This type of approach makes sense for all aspects of our
national life, but using happiness-years rather than QALYs.
To be more explicit, we propose that benefits be measured
in point-years of happiness, where one happiness point-year
corresponds to one individual being one happiness point
higher for one year. Since happiness is measured over the
range 0-10 and QALYs are measured over the range 0-1,
that would make 10 happiness-years “equivalent” to one
QALY

So what cut-off should be used as the maximum cost
per happiness point-year? In the end this has to be found
by trial and error. But where to start’ In Britain it might
make sense to start with the same cut-off as for health. This
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would require that the cost of 1 point-year of happiness be
no higher than $3,500.

Why Cost-Effectiveness Analysis Rather
Than Cost-Benefit?

As we have said, this approach is a form of cost-effectiveness
analysis (CEA). It takes the total available expenditure as
given and tries to maximize the effectiveness with which the
money is spent. The critical benefit/cost ratio is expressed in
point-years of happiness per unit of money.

A quite different approach is that known as cost-benefit
analysis (CBA), where costs and benefits are computed in
the same metric and total public expenditure is only deter-
mined at the end of the process—by the number of poli-
cies that pass the test. In this case we could then turn dollar
cost into units of happiness by multiplying it by the effect
of income on happiness (0.H/0.Y), which is in traditional
language the “marginal utility of income” Clearly this ap-
proach is very sensitive to estimates of the marginal utility
of income. If marginal utility is estimated by cross-sectional
analysis within a country, a typical finding (confirmed in our
Chapter 2) is that happiness (on a scale of 0-10) increases by
0.2 points for every unit increase in log household income.
In other words the marginal utility of annual income is 0.2/
Annual Income. This in Britain would be about 1/125,000
point-years of happiness per $1.5 So a cost of up to $125,000
would be acceptable if it generated 1 extra point-year of
happiness. This test is 40 times less strict than the cut-off of
$3,500 that we proposed for cost-effectiveness analysis and
would therefore let through much more expenditure.
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Moreover, if we were using CBA there could be a case for an
even more generous test. This is because happiness depends
significantly on relative income, and not just on absolute in-
come.” When taxes are raised in order to finance the addi-
tional expenditure, relative income may not change much.
So the loss of happiness will be less than in the preceding
analysis. If this is allowed for, even more projects would pass
the test. This would require even more public expenditure.

This shows that cost-benefit analysis is not a politically re-
alistic approach to policy choice. We therefore recommend
focusing on cost-effectiveness analysis, with a maximum ini-
tial cost of $3,500 per additional point-year of happiness.

Taxes and Regulations

But, for governments, there are other important policy prob-
lems as well as how to spend a given budget total. There is
the issue of how to raise the taxes. The approach here is
more direct. If we envisage a self-financing tax change, we
simply evaluate how this alters the happiness of each mem-
ber of the population and aggregate these changes (if we
are, as assumed so far, simply maximizing the sum of happi-
ness across all individuals). Similarly, if we are considering
a new regulation, we simply add up its effects on happiness
across all members of the population. In practice of course a
new regulation may also affect the budget deficit, making
possible more (or fewer) opportunities for public expendi-
ture. So we need a way to value such extra money, in units
of happiness-years. We already have the answer: the value of
the extra money is the extra happiness years that are gener-
ated by the marginal public expenditure project.
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Why Not Measure Benefits in Units of Money?

Assembling the information needed for the new approach is
areal challenge, butso it is with traditional cost-effectiveness
analysis where benefits are measured in units of money. So
what problems can the new approach handle that cannot
be handled when benefits are measured in units of money?

In traditional cost-effectiveness analysis, benefits and
costs are measured in money units by estimating what peo-
ple would be willing to pay for having the benefits and for
avoiding the costs. The unit of measurement is money, the
idea being that people are willing to pay more for some-
thing if it produces more happiness.

But willingness to pay works only when people can show
by their choices how much they value different outcomes.
Sometimes they can do, this but often they cannot. They can
do it for things like transport, industry, education, and some
aspects of environment. But many outcomes are not things
that people can choose—they are things that just happen
to people through outside influences (what economists call
external effects). People catch infectious diseases, children
get abused, elderly people get abandoned, and people get
mugged. Moreover people are often ignorant about key
areas of choice, as in health.

We cannot learn about how much people value these
issues by observing people’s choices. So how are we to evalu-
ate policies like a vaccination program, or child protection,
or family courts, or elderly care, or police protection? Mea-
suring benefits in units of happiness is surely the answer.

Even though people can’t show their values by choice,
couldn’t we equally well ask them hypothetical questions
about how much they would in principle be willing to pay
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to promote these public goods? Unfortunately, no. It has been
shown repeatedly that asking people hypothetical questions
about how they value these things produces nonsensical an-
swers.'® So data on the happiness effects of these activities of-
fers a better, new method of evidence-based policy making.

Traditional cost-effectiveness analysis can be very infor-
mative in some areas, but for the bulk of public or NGO
expenditure, it cannot provide much help. In economists’
jargon, these are areas bedeviled by externality, public goods,
and asymmetric information—which is precisely why the
state has become involved in them—in order to produce a
more efficient outcome. And in these cases the natural ap-
proach is to measure benefits in units of happiness.

But why not, some economists say, then translate them
into units of money? From a normal happiness equation,
we can after all translate a given change in happiness into an
equivalent change in income for the person in question."
The method is to divide the person’s change in happiness
(AH) by his or her marginal utility of income (dHi/()Yi)
(which is of course higher the poorer the person is). We
could then, as in standard cost-benefit analysis, add up these
equivalent variations across individuals (taking no account
of whether the beneficiary is a tramp or a Trump).

There are two overwhelming objections to this approach.
First, it automatically makes changes in happiness less im-
portant if they occur to poor people. To avoid this, the results
could be shown separately for different income groups. But
why make it so difficult? Second, we might not in any case
want to simply add the AH. but rather to give extra weight
to those with low initial happiness. If the monetary valuation
procedure is followed, there is no way to do this, since the
happiness level of each individual has become invisible.
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Equity

The basic inequality in our society is surely between peo-
ple with different levels of happiness, not different levels of
income. So should not policy analysis give more weight to
changes in happiness among those who are the least happy?
Jeremy Bentham thought not, but modern opinion inclines
more in that direction. So how much extra weight?'> The
best approach is probably to ask the population what they
think about the weights. When comparing options, one can
also use sensitivity analysis to see what difference (if any)
the weights make."

The Discount Rate

Another, related, issue is how to add up effects occurring at
different points in time. For most individuals the effects of a
policy change are spread over a number of years, and indeed
some policies affect people not yet born. So what discount
rate should we use to combine effects that occur in different
years? In traditional cost-benefit analysis the discount rate
consists of two elements that are added together. The first
element (the “social pure time discount rate”) reflects the
general uncertainty about the future; the second reflects the
fact that future generations are expected to be richer and
therefore to have a lower marginal utility of income. In the
current UK Treasury Green Book the first element is put at
1.5 percent per annum and the second at 2 percent.' There
is clearly a case for a pure time discount rate. But, when
our measurements are in units of happiness, declining mar-
ginal utility of income ceases to be relevant, although there

204



Measuring Cost-Effectiveness

is still the distributional issue of how we should allow for
differences in happiness between different generations (or
indeed different years of one person’s life). There is no neat
solution to this problem, and where it is severe it must be
shown explicitly in the analysis. Where it is not, the pure
time discount rate may suffice."

If this is the approach to discounting happiness, how
should we discount future public expenditure? In principle
there should be a separate price attached to public expen-
diture in each period. But in practice, if the path of public
expenditure is reasonably smooth, we can probably assume
that the price of public expenditure in units of contempo-
raneous happiness would remain the same from one year to
the next. This would mean that the price of future public
expenditure in units of today’s happiness-years should fall
at the same discount rate as is used for future happiness.

The Length of Life and Number of Births

Finally, how should we value changes in the length of life?
Most people would agree that a longer life is better, but so
is a happier one. So how could we combine these two desir-
able things into a single objective measure of what we are
aiming at for an individual? The most common approach is
to multiply the person’s length of life by the person’s aver-
age happiness—so that the result equals the total happiness
the person experiences—or in medical parlance the num-
ber of Quality-Adjusted Life Years (QALYs).

However for this to make sense we need to assume that
there is such a thing as zero happiness—in other words hap-
piness is measured on a ratio scale rather than a cardinal scale.
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The typical scale that measures life-satisfaction runs from 0
(“not at all satisfied”) to 10 (“extremely satisfied”), and at a
stretch one could interpret 0 as equivalent to zero happiness.

But are all years of life after birth equally important? For
example is it twice as valuable if we save the life of a new-
born infant as if we save the life of a 40-year-old? Any other
assumption is bound to be controversial.

Finally there is the issue of the numbers born. Is the
world better if more people are born? For most practical
purposes we can take the number of births as exogenous.
But some policies clearly do affect the number of births,
and some countries like France, India, China, and Japan
have all tried to influence the fertility of their populations
either up (France) or down (the others). How do we evalu-
ate such policies? We can imagine two extreme positions.
One position says the only thing that counts is the propor-
tional distribution of QALYs among all those who are born
and that the number of people born is immaterial. Thus a
world of one million people is as good as one of seven bil-
lion who are equally happy and live equally long. The oppo-
site position says that what matters are total QALYs, added
up over all the people born.'® According to that position we
should prefer a trebling of births even if it halved the QALYs
per person born. Probably most people would prefer policy
evaluation that focused on the proportional distribution of
well-being, and that is what we recommend.

Some Examples

This is not the place for detailed appraisal of policies to im-
prove well-being. But we can mention just a few examples.
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First there are policies involving public expenditure. The
simplest cases are when the policy generates so much sav-
ings that the net cost to public funds is negative. One exam-
ple of this is England’s new service for Improving Access to
Psychological Therapies. It can be convincingly shown that
this improves well-being at no net cost to the government."”

But we should not of course expect every policy to pay
for itself in full. One example of a policy with a positive net
cost is the US program called Moving to Opportunity. In
this ambitious project, poor families were offered housing
vouchers to enable them to live in less disadvantaged areas.
The economic effects turned out to be negligible (except on
children who moved at a young age).'® But the well-being
effects were significant. After 4-7 years, mental health in-
creased against controls by 0.16 standard deviations. After
15 years, happiness had increased by 0.2 standard devia-
tions for those who used the vouchers. This corresponds
to roughly 0.4 points of life-satisfaction (0-10). Cumulated
over say 30 years at a real discount rate of 1.5% p.a., this
is roughly 10 pointyears of life-satisfaction (0-10). The net
cost per family was $3,700 (and even less per person).” So
the cost per additional point-year of happiness was under
$300—a real bargain.

Another example is a policy to provide cement floors to
peasant houses in Mexico.? Treatment households were of-
fered (and all accepted) cement floors; control households
were not. After 3 years, mothers were asked Are you satisfied
with your quality of life (1 = very satisfied or satisfied; 0 =
fair or unsatisfied). The mean for the control was 0.60 and
the effect of treatment was +0.11 points—equivalent to an
upward shift in mean z-score of roughly 0.22—or 0.4 points
of life-satisfaction. The cost was $150 per household. If the

207



Chapter 15

gain in life-satisfaction lasted for say 10 years, the gain is 4
point-years of life-satisfaction—another bargain.

Turning to regulation, an obvious issue is “Do smoking
bans improve human well-being?” This has been studied
using data on more than half a million Europeans since
1990.*' The conclusion is that the ban increased the life-
satisfaction of those smokers who wanted to quit, without
significant negative effects on any other group.

Conclusion

To conclude, we believe that policy analysis should be based
on happiness as the measure of benefit (except where tradi-
tional methods actually work). The approach is developed
more formally in online Annex 15. We think it should be
generally applied throughout the public services and by
NGOs. As the new method took hold, people would be-
come familiar with how many point-years of happiness per
dollar were typically acceptable and which were not.

But will policy makers ever use this new-fangled ap-
proach? If they want to get reelected, politicians have every
reason to do so, for analysis of European elections since
1970 shows that the life-satisfaction of the people is the best
predictor of whether a government gets reelected.”” It is a
more powerful predictor than either economic growth, un-
employment, or inflation.

Moreover at present policy makers have no clear focus.
Most policy proceeds by a series of ad hoc arguments, with
no attempt to make one argument commensurate with
another. Well-being research offers information of real sub-
stance to fill that vacuum. It is early days yet, and the num-
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bers in this book are offered to stimulate further refinement
rather than as final answers. But no one can doubt that they
offer a significantly different perspective from many that are
traditional.

Can they actually be used to evaluate policies? Again the
answer is Yes. When existing methods of cost-benefit analy-
sis were first proposed sixty years ago, they seemed impos-
sibly ambitious. But, within the limits to which they apply,
they have been constantly refined. As a general approach
they are now unquestioned.

The same will happen to policy appraisal based on well-
being. It will eventually become totally accepted as the stan-
dard way to evaluate social policies, and much else besides.
And hopefully experiment will become the standard pre-
lude to policy change. The consequences for good will be
massive.

So we have four key proposals.

 The goal of governments should be to increase the
happiness of the people and, especially, to reduce
misery.

e Where willingness to pay is not a feasible measure
of benefit, governments should develop new meth-
ods of policy analysis based on point-years of hap-
piness as the measure of benefit.

e All policy change should be evaluated through con-
trolled experiments in which the impact on happi-
ness is routinely measured.

* A major objective of social science (and of its
funders) should be to throw light on the causes of
happiness, and how it can be enhanced—and at
what cost.
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16 The Origins of Happiness

What matters to people must be the guideline for our

policies.

—Chancellor Angela Merkel (2015)

So is Angela Merkel right? And is it not time for a funda-
mental revolution in human thought Surely the ultimate
aim of human endeavor must be to produce flourishing
communities of people who are profoundly satisfied with
their lives. It cannot be simply the creation of wealth. If peo-
ple say “We can’t do this because it’s bad for the economy,’
do we say “Well of course we can’t” Or do we say “Well who
actually is the economy? Let us see, instead, whose quality of
life is affected and by how much?”

Until recently this approach has not been easy to im-
plement: the knowledge has just not been there. But there
is now enough knowledge to shift to the new paradigm.
This knowledge has been accumulating over the last thirty
years, but in a fragmented way, with many different mea-
sures of happiness being used, and one influence being
examined after another in isolation. This book is different.
We use only one single overarching measure of happiness:
life-satisfaction for adults, and emotional well-being for
children. And we look at all possible influences simultane-
ously, so that we can properly compare their influence on
happiness.

What we have found is so striking that it calls for a total
rethink of the priorities for our society. For it turns out that
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happiness varies less with income than with other key as-
pects of our external and internal life. On the external side,
the key aspect is the quality of our human relationships—
above all with family and loved ones, but also with our
colleagues and our boss, and in our local community. There
are many cost-effective ways in which the quality of those
relationships can be improved in our society.

At the same time the most important internal fact about
us is our health, and especially our mental health. Mental
health is the biggest single predictor of happiness. So we
need a much wider concept of deprivation. People are de-
prived if they cannot enjoy their life for whatever reason—
either external or internal to themselves. Fortunately we
now have extremely effective ways of treating mental health
problems, many of which save as much money as they cost.!

In this chapter, we summarize our main findings on what
determines happiness. They are expressed in numerical form
because there is no way to compare the importance of dif-
ferent things except by using numbers. Our measure of hap-
piness throughout is life-satisfaction, measured on a scale of
0 to 10. So when for example we examine how unemploy-
ment affects happiness, we are asking how many “points” of
happiness are lost. The answer is 0.7 points. That is, like all
our estimates, an average effect across many people, some
of whom will suffer more and others less. But from a policy
point of view the average is a good place to start.

In a moment we shall describe how exactly we reach
our findings. But, before that, we can illustrate the massive
range of issues covered, with a few key findings about what
determines our happiness. These are explained more fully
in the rest of the chapter.
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Some Key Findings

* Income. Within most advanced countries income
differences explain only 1% of the variation in hap-
piness across people (other things equal),” while
all the factors we can identify explain 15% of the
variation. Doubling a person’s income raises their
happiness by under 0.2 points (on a scale of 0-10).
Moreover people care largely about their income
relative to other people. So general increases in in-
come have very small impacts on overall happiness
in a society.

e Unemployment. By contrast unemployment is in it-
self an unalloyed bad. It reduces the happiness of
each unemployed person by about 0.7 points on
average. And it also creates fear and unease among
people who are in work: the unemployment of one
person reduces the aggregate happiness of the rest
of the community by another 2.0 points. So eco-
nomic policy should give strong priority to the aim
of economic stability,® and less importance to the
aim of long-term economic growth.

* Family life. Being partnered rather than single raises
happiness by 0.6 points, and losing a partner by
separation or death reduces happiness by a roughly
equal amount. As with being employed, people
need to be needed, and to be in meaningful rela-
tionships.

* Mental health. The biggest single predictor of indi-
vidual happiness is mental health. Suffering from
depression or anxiety disorders is more common
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than unemployment, and it also reduces happiness
by 0.7 points. In fact mental health problems are
not highly correlated with poverty or unemploy-
ment, so we need a much wider concept of what it
is to be deprived. This needs to include both mental
and physical pain.

* Education. An extra year of education has a small di-
rect effect on happiness of 0.03 points and larger in-
direct effects via income and mental health. These
last through life. However people largely value their
education relative to that of their peers. So the main
overall gains from educational expansion may come
from the external effects of a more civilized com-
munity of citizens and voters.*

* Child development. All these adult factors affecting
happiness are influenced in turn by the pattern of
child development—emotional, behavioral, and in-
tellectual. Here academic qualifications are less ef-
fective predictors of a satisfying adult life than a
child’s emotional health.

e Parenting. Your development as a child is in turn de-
termined by your parents and your schooling, The
best predictor of a child’s emotional development
is the mother’s mental health. Conflict between par-
ents is also damaging to emotional development, as
is child poverty. There is no clear evidence that chil-
dren suffer emotionally when their mother goes
out to work, once the child is over one year of age.

e Schools. Differences between schools account for a
substantial part of the variation in children’s emo-
tional health. The same is true of the variation in
their behavior and in their academic performance.
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Even at age 16 the influence of the primary school
is still nearly as strong as that of the child’s second-
ary school.

* Loneliness in old age. In later life a major problem is
loneliness. Even controlling for whether they have a
partner, people with an extra standard deviation of
loneliness have a life-satisfaction that is lower by 0.5
points.

e Soctal norms. Happiness is hugely affected by the
ethos of a society, which affects everyone in it. For
example, happiness is higher in societies where peo-
ple trust each other. If those who trust others rises
from 0% to 100%, happiness rises by 1 whole point.
Freedom is also a crucial determinant of happiness.
So no one who favors happiness should favor a to-
talitarian state.

The Life-Course Approach

The evidence we present in this book comes mainly from
studying how people develop over their life course. Chapter
1 gave an outline of our approach, but it can usefully be
repeated in stylized form in the following graph. A child
grows up in a family and goes to school. These influences
(plus the genes) determine the child’s “outcomes” at 16.
The main dimensions here are the child’s intellectual, be-
havioral, and emotional development, and the emotional
dimension is our measure of the happiness of a child.

The child then grows into an adult, with many adult “out-
comes” (including income, employment, partnering, and
mental and physical health). At the same time the adult’s
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Others’
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Figure 16.1. The life course of the individual

behavior strongly affects other people, and vice versa. The
adult also evaluates many of his or her achievements like
income and education in relation to what others have also
achieved. So the overall picture of life we try to describe is
that shown in Figure 16.1.

So the tables that summarize our findings proceed in the
following order. First we look at how adult happiness can
be changed by directly changing adult outcomes. Then we
look at how it can be changed by changing child outcomes,
and then at how these in turn can be changed by altering
families or schools.

In this book we have used a multiplicity of data from
four main countries (Britain, the United States, Germany,
and Australia), which give broadly similar results. In this
summary chapter we shall concentrate mainly on three Brit-
ish surveys: the British Household Panel Survey (BHPS),’
which interviews a sample of adults of all ages every year;
the British Cohort Study (BCS) of people born in 1970 and
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followed up at intervals into their 40s; and the Avon sample
(ALSPAC) of people born in 1991-92. The tables that fol-
low are based on the cross-sectional results from these three
surveys modified occasionally for reasons we explain.® All
the numbers are subject to potential margins of error, set
out in the preceding chapters.

Our findings are as relevant to every individual as they
are to policy makers. But we are particularly keen to see a
revolution in policy making—which will only come about
if policy makers can find the information in a convenient
form. So how would policy makers use these findings?

First, they would want to choose those areas that most
called for new policy initiatives. For this purpose they
would be interested in the factors that most account for the
huge variety in the quality of life in our society—ranging
from misery at one end to great fulfillment at the other. The
statistic that reflects how much a factor accounts for this
variety is the partial correlation coeflicient or f-statistic. So
in the tables that follow we start with the -coefficients.

But, having done this, policy makers would want to ex-
amine particular policy changes that could improve hap-
piness in the population. Each policy change would have
its cost and would produce a specific amount of extra hap-
piness. This requires tables that show how changing one
factor by one unit changes the amount of happiness in the
community measured in natural units on a scale 0-10. So
we also give tables where the effects are measured in this
“absolute” way. Like all statistics in this book, these are the
best estimates but are subject to quite wide confidence in-
tervals that can be found in the Full Tables online. We are
now ready to start.
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Which Adults Are Happier Than Others?

People differ hugely in their enjoyment of life. When asked
how satisfied people are with their life (on a scale 0-10),
25% of BHPS respondents give a reply of 6 or under, 50% 7
or 8,and 25% 9 or 10.” So the first question is what explains
this variation and what can we do about it?

We first examine the effect of a person’s adult situation,
holding constant whatever went before in their life. The re-
sults are in the first column of Table 16.1. For each factor
they show its influence, when all the other factors are held
constant. In Table 16.1 we focus on all adults over 25, while
in Figure 1.1 we analyzed this issue only for people aged 34
and 42. The two sets of results are remarkably similar.

Once again we see the enormous importance of mental
health and of close personal relationships. Even though we
now include the elderly population, mental illness explains
more of the variation in happiness than physical illness
does. Income explains under 1% of the variation in happi-
ness (as measured by the square of the -statistic).

However, one obvious question is: What explains the low-
est levels of happiness? Is it the same things, or is income for
example more important in explaining whether people are
really miserable? The second column of the table addresses
this question. Those “in misery” are those in the lowest 10%
or so of life-satisfaction, and the equation predicts whether
an individual is or is not in misery. Income is no better at
explaining who is in misery than at explaining overall life-
satisfaction. Mental health remains more important than
physical health. Similar findings hold in the United States,
Australia, and Germany.

218



The Origins of Happiness

Table 16.1. What explains the variation of life-satisfaction and of mis-
ery among adults (BHPS) (cross-section) (B-coeflicients)

Life-satisfaction Misery

Income 0.09 -0.07
Education (years) 0.02 -0.02
Not unemployed 0.06 -0.07
Noncriminality 0.06 -0.04
Partnered 0.11 -0.08
Physical health (no. of conditions) 0.11 -0.09
Mental health (diagnosed depression/ 0.19 -0.16
anxiety)

R2 0.19 0.14

A natural tendency of skeptics is to say “But isn’t mental
illness caused by poverty or unemployment?” Some of it is.
But the equation in the table explicitly measures the im-
pact of that mental illness that is #ot caused by poverty or
unemployment. And in any case we have previously shown
that most mental illness is in fact not the result of poverty
or unemployment.

The Absolute Effects of Experience

As we have said, it is one thing to look at explanatory power
and another to show how changing a situation would im-
prove happiness. That is the subject of Table 16.2. It shows
how life-satisfaction (0-10) increases as a result of various
changes. The scores recorded are points on the scale 0 to 10.
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Table 16.2. How adult life-satisfaction (0-10) is affected by current
circumstances (BHPS) (cross-section)

Effect on Total effect on the
life-satisfaction life-satisfaction
(0-10) (0-10) of others
Income doubles +0.12 -0.13
One extra year of educa- +0.03 -0.09
tion (direct effect)
Unemployed -0.70 -2.00
(vs. employed)
Quality of work (1 SD +0.40 —
extra)
Partnered (vs. single) +0.59 +0.68
Separated (vs. partnered) -0.74 —
Widowed (vs. partnered) -0.48 —
Being a parent +0.03 —
One physical illness -0.22 —
Depression or anxiety -0.72 —
Commit one crime -0.30 point-years ~ —1.00 point-year

The first column shows how the various changes in an
individual’s life affect that person’s own happiness. The sec-
ond column shows how these same changes affect the hap-
piness of others in the same region, age group and gender.

We should explain how the second column is obtained,
taking income as an example. From our standard regres-
sion we know that the happiness of one individual falls by
0.13 points when the average income of her comparators
doubles.® But for purposes of the table we want to know
the opposite: how does the happiness of all the compara-
tors combined fall, when the income of one individual
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doubles? The effect turns out to be identical in size. There are
N comparators. When one individual’s income doubles, each
comparator finds that her comparison income has risen
by a fraction 1/N, and therefore her happiness has fallen
by 0.13/N. But there are N comparators. So their collective
happiness has fallen by 0.13 points. That is the figure in the
second column.

The implications are devastating. If the estimates are ac-
curate, increases in income cannot increase the happiness
of society. For if one individual increases her income, that
person becomes happier, but others become less happy by a
roughly equal amount. Similarly, if all individuals increase
their income equally, none of them gain. This analysis must
help to explain why the huge improvements in living stan-
dards in the United States since 1950, West Germany since
1970, and China since 1990 have not been accompanied
by increases in happiness. This said, happiness has clearly
risen in some other countries, and income growth may have
played some role in this. The important conclusion is that
social comparisons play an important role in relation to in-
come, which should never be ignored.

Unfortunately the same appears to apply also to years of
education, though this has been less well studied in the lit-
erature. An extra year of education directly raises your own
happiness by 0.03 points on average throughout life—a
worthwhile effect. But the evidence for Britain, Germany,
and Australia is that education is highly subject to compar-
ison effects—if others have more education, it makes you
less happy with whatever you yourself get. Education does
of course also raise income, improve mental health, and re-
duce crime. Even so our estimates imply that educational
expansion fails to raise aggregate life-satisfaction, unless this
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is offset by improved civic behavior. The policy conclusion
as we shall see later is to concentrate more on the quality of
education and less on its quantity.

By contrast unemployment is unambiguously bad. When
one more person becomes unemployed, that person’s hap-
piness falls by 0.7 points, on top of the effect of her lost
income. And the aggregate loss of happiness in the commu-
nity is another 2.0 points. The quality of work also matters:
if the quality of work index improves by one standard devi-
ation, life-satisfaction rises by 0.4 points.

Partnering is likewise unambiguously good. It brings joy
to the individual and on average improves the social envi-
ronment for others. The coeflicients on partnering, separa-
tion, and widowhood in the table are cross-sectional, and
the panel estimates are about half as large. Even so, this
evidence on partnering, separation, widowhood, and un-
employment all points strongly to the importance of social
relationships for human happiness. With separation and
widowhood there is serious loss when these events hap-
pen, followed by some adaptation. But on average people
do not return to the level of happiness that they had when
partnered.

When it comes to having young children, the evidence in
panel studies is that, when the child is born, there is great
joy. But happiness soon returns almost to its former level.
We have little evidence on the effects of older children who
have left home, but what there is suggests they are a blessing
if they keep in touch.’

Illness is of course a major source of unhappiness. De-
pression or anxiety disorder reduces happiness by 0.72 points,
whereas one of a list of physical illnesses costs 0.22 points
of happiness.
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Finally, we come to crime. From the British Cohort Study
we can estimate that a crime committed under the age of
34 reduces the criminal’s happiness by 0.30 point-years."
But, using data from the British Crime Survey, it reduces the
happiness of the rest of the population about 1 point-year.

How the Child Predicts the Adult

The information so far tells us what we could achieve by
directly influencing the situation of an adult. But another
way to influence adults is through altering their childhood.
In Table 16.3 we examine the three main dimensions of
child development and ask how well they predict the result-
ing adult. Column (1) shows the effects on life-satisfaction.
The best predictor of how far adults are satisfied with their
lives is not their academic performance but their emotional
health in childhood. Neither their academic performance
nor their behavior—the central focuses for educators—is as
important for them as their emotional health.

Table 16.3. How adult life-satisfaction (0-10) and behavior are pre-
dicted by child outcomes (British Cohort Study)(cross-section)

Adult life- Number
satisfaction of crimes
Units (0-10) before 30
Highest SD (index) 0.12 -0.50
qualification
Good behavior SD (index) 0.06 -0.50
at 16
Emotional health SD (index) 0.18 -0.04
at 16
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However this is not the end of the story. For, as we have
seen, the overall happiness of the population is strongly af-
fected by how people behave to each other. So, when we
study individuals, we need to understand not only how their
own happiness is determined but also what determines
their behavior to others. We have few good measures of be-
havior. Whether people attract a partner is of course affected
by their behavior, but by much else besides. The nearest we
have to a measure of behavior is a person’s criminal record.
So in column (2) we analyze what determines the number
of times people have been convicted or cautioned by the
age of 30. The best predictors of this are their qualifications,
and, not surprisingly, their behavior as a child.

Does allowing for these effects alter the relative ranking
of the different dimensions of child development? From
other studies we know that on average each crime reduces
aggregate life-satisfaction in the population by 1 point-year.
So we could compute an aggregate effect of each dimension
of child development on human happiness by combining
column (1) aggregated (over say sixty years) with the nega-
tive of column (2). Aggregating a number over sixty years
makes it quite large, even if it is quite small on a per year
basis. Given that, the numbers in column (2) would not re-
verse our previous conclusion that emotional health is the
most important dimension of child development for pur-
poses of aggregate human happiness."

How Parents and Schools Form the Child

So what determines how children turn out to be by the age
of 1672 By far the best evidence on this comes from the Avon
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study, which records the details of family life and schooling
year by year. So in Table 16.4 we look at how family life
from birth to age 16 affects how children are at age 16. We
also look at the effects of schooling.

We look at the effects on all the three child outcomes.
Emotional health at 16 is measured by 32 questions, some

Table 16.4. How children’s outcomes at age 16 are affected by family
and schooling (ALSPAC) (cross-section) (standardized coefficients)

Emotional Behavior GCSE score

health at 16 at 16 at 16
Family income (log, 0.07 0.08 0.14
averaged)
Parents’ education — 0.04 0.17
(years)
Father unemployed — — -0.03
(% of years)
Mother worked (% of — — -0.02
1st year)
Mother worked (% of — -0.05 0.04
other years)
Parents’ involvement 0.04 0.05 0.02
with child
Parents’ aggression to -0.03 -0.12 —
child
Mother’s mental 0.16 0.17 0.03
health
Father’s mental health 0.04 — —
Conflict between -0.04 -0.14 -0.01
parents
Primary school quality 0.27 0.32 0.21
Secondary school 0.28 0.31 0.38
quality
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answered by the young person and some by the mother.
Behavior is measured by 10 questions asked of the mother.
And intellectual performance is measured by the number
of points scored in the GCSE (General Certificate of Sec-
ondary Education) exams, taken mainly at 16.

These three outcomes differ in their ultimate impor-
tance. Emotional health is our measure of the well-being of
the child—it is a final outcome. Behavior is an intermediate
outcome, but an extremely important one for all the other
people that the person deals with, either in childhood or as
an adult. And academic performance is important mainly
as a preparation for adult life.

Until recently the main focus in the policy debate was on
academic performance. But what Table 16.4 shows is that
academic performance is affected by very different factors
from those that affect child well-being. And child behavior
has yet another set of determinants.

The biggest single family determinant of a child’s well-
being is the mental health of the mother, and this is also the
biggest determinant of a child’s behavior. By contrast the big-
gest family factors affecting academic performance are family
tncome and parents’ education.

Children also gain academically if their mother goes out to
work (except in the child’s first year of life). The children’s
well-being is unaffected. But there is some evidence of a
negative effect on behavior at 16.

Similarly family conflict is bad for children’s well-being
and behavior, but not particularly bad for their academic
performance.

After parents, the next major influence on children are
their schools, both primary and secondary. Because the Avon
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sample was scattered over many schools with many chil-
dren in each school, we can ask “How much difference did
it make which school your child went to?” The answer is a
huge difference.

If we include a dummy variable for each school, we can
see how much that school affected the children’s outcomes.
We can then take the standard deviation of these effects,
and this is shown at the bottom of Table 16.4. Even though
the outcomes are measured at age 16, the primary school a
child went to makes as much difference as the secondary
school—when it comes to child well-being and child be-
havior. Only when it comes to academic performance at 16
is the secondary school more important than the primary
school. We can also trace the impact that individual primary
school teachers have on their children, which is even larger
on their children’s emotional health than on their learning
of math. The effects of primary school teachers can be de-
tected 10 years later.

Since only one child is studied in each family in the Avon
sample we cannot carry out the same analysis for the over-
all effect of which family you belong to. But we can look at
the effect of all the family variables that we can measure. The
total of these effects was in each case about the same as the
effects of the secondary school.

Public Goods

We have looked so far at what makes one person’s happi-
ness different from another’s in the same society. But there
are many things that affect the well-being of everybody in
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a society in a similar way, but that differ between societies.
These are public goods, and we can study their effects only
by comparing societies.

One source of evidence is the differences in well-being
between countries.”® These have been regularly explored by
John Helliwell in the World Happiness Report. Each year this
report measures the average happiness of every country by
the so-called Cantril ladder, where people are asked “Please
imagine a ladder, with steps numbered from 0 at the bottom
to 10 at the top. The top of the ladder represents the best
possible life for you and the bottom of the ladder represents
the worst possible life for you. On which step of the ladder
would you say you personally feel you stand at this time?”
This “life-evaluation” variable has been found to have very
similar properties to life-satisfaction. The top country gen-
erally is Denmark, with a score of around 7.5. The lowest
include Syria (3.4) and the Central African Republic (2.7)."*

This huge international variation in average happiness
can be largely explained by six variables reflecting the in-
come, health, and ethos of the country in question. These
variables are

* Trust. Proportion saying Yes to “Do you think most
other people can be trusted?”

* Generosity. Proportion saying Yes to “Have you do-
nated money to a charity in the past month?”

e Soctal support. Proportion saying Yes to "If you were
in trouble, do you have relatives or friends you can
count on to help whenever you need them?”

e Freedom. Proportion saying Yes to “Are you satisfied
with your freedom to choose what to do with your
life?”
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* Income.Log GDP per head.
* Health. Healthy life expectancy (in years).

As the first column of numbers in Table 16.5 shows,
the four social variables explain an important part of the
variation of happiness across countries. The difference they
can make is substantial. For example if everyone has so-
cial support as opposed to none, the average national life-
evaluation increases by 2 points. On a scale of 0-10 this is a
huge change. Or if we go from the lowest level of trust (7%
in Brazil) to the highest (64% in Norway) this raises average
life-satisfaction by 57% of 1.08 points—some 0.6 points.

Income also has a substantial effect, with a doubling of
average income raising happiness by 0.23 points. This is
more than is found in many individual cross-sectional com-
parisons within countries, but it is not at all consistent with
the time-series experience of many countries. For example,
average happiness has been flat in the United States, Britain,
West Germany, and Australia over many years (see Figure

Table 16.5. How average life-evaluation in a country is affected by
country-level variables (Gallup World Poll) (cross-section)

Effect on life-
evaluation (0-10) of
Units P-coefficients spectfied changes
Trust % 0.11 All vs. none: 1.08
Generosity % 0.07 All vs. none: 0.54
Social support % 0.20 All vs. none: 2.03
Freedom % 0.18 All vs. none: 1.41
Income log 0.38 Doubling: 0.23
Health years 0.24 One more year: 0.03
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Figure 16.2. Average income and well-being over time

16.2). Even in China, happiness was no higher in 2010 than
it was in 1990."

We would be very happy if the cross-section of countries
could predict the time-series. But the cross-section surely
reflects an element of international comparison, in which
case income gains all round the world will have less effect
than the table implies. However, we do not think that in-
come gains and losses should be treated as unimportant,
and we recommend that a sensible approach to income in
project evaluation would be to assume that a doubling of
income raises happiness by 0.12 points (as in the first col-
umn of Table 16.2).
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Policy Evaluation

The purpose of all these numbers (not too many we hope) is
to guide decisions—by individuals or by policy makers. Our
hope is that policy makers worldwide will in due course
adopt the happiness of the people as their overarching pol-
icy objective. For this purpose they would be constantly
looking for policy changes that would advance that objec-
tive. This would be true in the largest Ministry of Finance
but also in the smallest NGO.

In each case they would use the science of happiness to
select areas for policy development. New policies would
then be designed and tested. These new policies could be
based on hunch (good or bad), or on previous trials, or on
inference from existing science—from all sorts of places.
But, wherever they come from, the new policies must be
subjected to the acid test of cost-effectiveness, based on a
proper controlled trial.

The assumption lying behind any cost-effectiveness anal-
ysis is that there is a limited amount of money to be spent. If
this money is to produce the greatest amount of happiness,
it should be spent on those policies that produce the most
happiness-years per dollar spent. So there would be some
critical cost/benefit ratio, below which new policies pass
the test and above which they fail.

Britain’s National Health Service has been operating
such a system for the last fifteen years. Any new treatment
must produce enough extra Quality-Adjusted Life Years
(QALYs) per dollar spent to be recommended for use in the
service. At present, at least one extra QALY must result from
every $35,000 spent.
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So what would be the equivalent cut-off for a policy
aimed at maximizing “Happiness-Years” rather than Quality-
Adjusted Years? We discussed this in Chapter 15. Clearly
in the end the cut-off has to be established by a process of
trial and error. But if in doubt an advanced country might
choose to start with a similar cut-off to that which has been
used in Britain’s National Health Service. Since happiness-
years are measured on a scale 0-10 and QALYs on a scale
0-1, the maximum allowable cost for one extra happiness-
year might be set at $3,500.

In any country there are dozens of initiatives that would
pass this test, as well as dozens of existing policies currently
in operation that do not. That is not the subject of this
book, but to compile such an inventory should be a central
aim of happiness research.

There is one other issue on evaluation. As Jeremy Ben-
tham recommended, we have so far simply added up
changes in happiness, regardless of who experienced them.
But most of us think it is more important to prevent mis-
ery than to increase existing happiness. So we would want
to give extra weight to changes in happiness among peo-
ple who were currently miserable. And we would give less
weight than average to changes for the happiest people.
Those weights are an ethical issue, and policy makers need
to choose their weights.

The Way Forward

So we are on the verge of a revolution, not only in human
thought but in practical policy making. As Francis Bacon
observed, knowledge is power. He was thinking about the
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physical world. But we have now come, after all these cen-
turies, to where we can quantify the influences on our most
basic feelings—of enjoyment and of distress. From the
knowledge distilled in this book some overwhelming im-
pressions emerge.

e We have to move “beyond GDP’ and we can. The
things that matter most for our happiness and for
our misery are: our social relationships and our
mental and physical health.

e So we need a much wider concept of deprivation
than now prevails. You are deprived if you cannot
enjoy your life. And the most common cause of
deprivation is not poverty or unemployment but
mental illness.

e We also need a new role for the state—not wealth
creation but well-being creation. In past years the
state successively took on poverty, unemployment,
education, and physical health. But equally import-
ant now are domestic violence, alcoholism, depres-
sion and anxiety conditions, alienated youth, exam
mania, and much else. These should become center
stage.

Angela Merkel was right, and so was Thomas Jefferson.

What matters to people must be the guideline for our pol-
icy makers—and for all of us as human beings.
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SOURCES AND NOTES FOR
TABLES AND FIGURES

Table 0.1. Factors explaining the existing government’s vote share
(partial correlation coefficients)

Source: Ward (2015).

Notes: Eurobarometer data on life-satisfaction and standard election
data for most European countries since the 1970s. The regressors
include the government’s vote share in the previous election. Life-
satisfaction is from the latest survey before the election. Other vari-
ables are for the year of the election.

Figure 1.1. How adult life-satisfaction at 34 and 42 is affected by
adult outcomes at these ages (British Cohort Study)

Source: Online Full Table for Figure 1.1.

Notes: Robust standard errors in parentheses. Standardized coeffi-
cients. Information from BCS respondents at ages 34 and 42. Other
controls include child intellectual performance, behavioral, and
emotional health outcomes at age 16; parents’ education; family
income; parental involvement; mother’s mental health; family
break-up; mother’s work; father’s unemployment; number of sib-
lings; postmarital conception; gender; ethnicity; low birth weight;
and an age dummy (42). Bold: p < .10 (2-tailed).

Figure 1.2. How adult life-satisfaction is affected by child outcomes
(British Cohort Study)

Source: Online Full Table for Figure 1.2.

Notes: Robust standard errors in parentheses. Standardized coeffi-
cients. Information from BCS respondents at ages 34 and 42. For ad-
ditional controls see the notes to Figure 1.1. Bold: p < .10 (2-tailed).

Figure 1.3. How adult life-satisfaction is affected by family back-
ground (British Cohort Study)

Source: Online Full Table for Figure 1.3.

Notes: Robust standard errors in parentheses. Standardized coefh-
cients. Information from BCS respondents at ages 34 and 42. For ad-
ditional controls see the notes to Figure 1.1. Bold: p < .10 (2-tailed).
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Figure 1.4. How adult outcomes are affected by child outcomes at
16 (British Cohort Study)

Source: Online Full Table for Figure 1.4.

Notes: Intellectual development is measured here at age 16. Robust
standard errors in parentheses. Standardized coeflicients. Informa-
tion from BCS respondents at ages 34 and 42. For additional con-
trols see the notes to Figure 1.1. Bold: p <.10 (2-tailed).

Figure 1.5 (a). How the child’s outcomes at 16 are affected by fam-
ily background (Britain, ALSPAC)

Source: Online Full Table for Figure 1.5 (a).

Notes: Robust standard errors in parentheses. Controls for mother’s age at
birth, parents’ marital status at birth, gender, ethnicity, firstborn child,
number of siblings, low birth weight, premature baby, and primary
school and secondary school fixed effects. Bold: p < .10 (2-tailed).

Figure 1.5 (b). How child outcomes at 16 are affected by family and
schooling (Britain, ALSPAC)

Source: Online Full Table for Figure 1.5 (b).

Note: Bold: p < .10 (2-tailed).

Table 2.1. How life-satisfaction (0-10) is affected by adult outcomes
(British Cohort Study)

Source: Online Full Table 2.1.

Notes: People aged 34 and 42. Robust standard errors are in paren-
theses. Controls for child intellectual, behavioral, and emotional
health outcomes at age 16; parents’ education; family income; pa-
rental involvement; mother’s mental health; family break-up; moth-
er’s work; father’s unemployment; number of siblings; postmarital
conception; gender; ethnicity; low birth weight; and an age dummy
(42). Bold: p < .10 (2-tailed).

Table 2.2. How life-satisfaction (0-10) is affected by log income
(household panel data)

Source: Online Full Table 2.2.

Notes: People aged 25+. Robust standard errors are in parentheses. The
regression controls for years of education, employment status, part-
nered, having children, physical and emotional health, comparison
income, comparison education, comparison unemployment, com-
parison partnership, age, age-squared, gender, year, and region fixed
effects. Bold: p < .10 (2-tailed).
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Table 2.3. How life-satisfaction (0-10) is affected by own income
and comparator income (household panel data) (pooled cross-
section)

Source: Online Full Table 2.3.

Notes: People aged 25+. Robust standard errors in parentheses. Controls
for years of education, employment status, partnered, having chil-
dren, emotional and physical health, comparison education, com-
parison unemployment, comparison partnership, age, age-squared,
gender, year, and region. Bold: p <.10 (2-tailed).

Table 2.4. How life-satisfaction (0-10) is affected by own income,
comparator income, and own previous income (household
panel data) (fixed effects)

Source: Online Full Table 2.4.

Notes: People aged 25+. Robust standard errors in parentheses. For ad-
ditional controls see notes for Table 2.3. Bold: p < .10 (2-tailed).

Table 2.5. How log income is affected by childhood outcomes and
family background (British Cohort Study)

Notes: People aged 34 and 42. Robust standard errors in parentheses.
Bold: p < .10 (2-tailed).

Figure 3.1. Highest educational attainment of the adult population
in advanced countries (%)

Source: Barro and Lee (2012).

Notes: Advanced countries = Australia, Belgium, Canada, Denmark,
Finland, France, Iceland, Ireland, Italy, Japan, Luxembourg, Neth-
erlands, New Zealand, Norway, Portugal, Switzerland, Turkey, the
United States, and the United Kingdom.

Table 3.1. How life-satisfaction (0-10) is affected by qualifications
(British Cohort Study)

Source: Online Full Table 3.1.

Notes: People aged 34 and 42. Robust standard errors in parentheses.
Row (2) controls for income; employment status; criminality; mar-
ital status; physical health; mental health; child cognitive, behav-
ioral, and emotional health outcomes at age 16; parents’ education;
family income; parental involvement; mother’s mental health; family
break-up; mother’s work; father’s unemployment; number of sib-
lings; postmarital conception; gender; ethnicity; low birth weight;
and an age dummy. Bold: p <.10 (2-tailed).
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Table 3.2. How life-satisfaction (0-10) is affected by qualifications
(British Cohort Study)

Notes: See online Annex 3b for a full description of the “decomposi-
tion analysis” For additional controls see online Full Table 3.1.

Table 3.3. How life-satisfaction (0-10) is affected by years of educa-
tion (household panel data) (pooled cross-section)

Source: Online Full Table 3.3.

Notes: People aged 25-64. Robust standard errors in parentheses. Con-
trols for income, employment status, marital status, having children,
physical and emotional health, comparison income, comparison
education, comparison unemployment, comparison partnership,
age, age-squared, and gender. Bold: p < .10 (2-tailed).

Table 3.4. How life-satisfaction (0-10) is affected by years of educa-
tion (household panel data) (pooled cross-section)

Source: Online Full Table 3.4.

Notes: People aged 25-64. Robust standard errors in parentheses. For
additional controls see notes for Table 3.3. Bold: p < .10 (2-tailed).

Table 3.5. How highest qualification (standardized) is affected by
childhood outcomes and family background (British Cohort
Study)

Source: Online Table A3.1.

Notes: People aged 34 and 42. Robust standard errors in parentheses.
Highest qualification is measured at age 42. Bold: p < .10 (2-tailed).

Table 4.1. How life-satisfaction (0-10) is affected by labor-force sta-
tus (British Cohort Study)

Source: Online Full Table for Figure 4.1.

Notes: People aged 25-64. Robust standard errors in parentheses. Con-
trols for income; qualifications; noncriminality; partnered; physical
health; mental health; child cognitive, behavioral, and emotional
health outcomes at age 16; parents’ education; family income; pa-
rental involvement; mother’s mental health; family break-up; moth-
er’s work; father’s unemployment; number of siblings; postmarital
conception; gender; ethnicity; low birth weight; and an age dummy
(42). Bold: p < .10 (2-tailed).

Table 4.2. How life-satisfaction (0-10) is affected by labor-force
status—compared with full-time workers (household panel
data)

Source: Online Full Table 4.2.
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Notes: People aged 25-64. Robust standard errors in parentheses. Con-
trols for income, years of education, marital status, having children,
physical and emotional health, comparison income, comparison
education, comparison unemployment, comparison partnership,
age, age-squared, gender, year, and region dummies. Bold: p < .10
(2-tailed).

Figure 4.1. Adaptation to unemployment (household panel data)
(men)

Source: Online Full Table for Figure 4.1.

Notes: Men aged 25-64. Controls for income, marital status, having
children, age, age-squared, year, and region dummies. Vertical bands
represent 1.65 times the standard error of each point estimate.

Table 4.3. How life-satisfaction (0-10) is affected by current and
previous unemployment (household panel data) (pooled cross-
section)

Source: Online Full Table 4.3.

Notes: People aged 25-64. Robust standard errors in parentheses. Con-
trols for income, years of education, marital status, having children,
age, age-squared, gender, year, and region dummies. Bold: p < .10
(2-tailed).

Table 4.4. How life-satisfaction (0-10) is affected by your own un-
employment and by the regional unemployment rate (house-
hold panel data) (pooled cross-section)

Source: Online Full Table 4.4.

Notes: People aged 25-64. Robust standard errors in parentheses. See
notes for Table 4.2 for additional controls. Bold: p <.10 (2-tailed).

Table 4.5. How an individual’s percentage of time unemployed up
to age 30 is affected by childhood factors (British Cohort Study)

Notes: People aged 34 and 42. Robust standard errors in parentheses.
Bold: p < .10 (2-tailed).

Table 4.6. Happiness in different activities (sample of Texan women)
Source: Kahneman, Krueger, et al. (2004).
Notes: More than one type of activity is possible at any one time.

Table 4.7. Happiness while interacting with different people (sam-
ple of Texan women)

Source: Kahneman, Krueger, et al. (2004).

Notes: More than one type of activity is possible at any one time.
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Figure 4.2. How life-satisfaction (0-10) is affected by weekly hours
of work—compared with 0-10 hours (household panel data)
(pooled cross-section)

Source: Online Full Table for Figure 4.2.

Notes: People aged 25-64. Sample restricted to paid workers. For addi-
tional controls see notes for Table 4.2.

Table 4.8. How life-satisfaction (0-10) is affected by various dimen-
sions of workplace quality (European Social Survey)

Source: Online Full Table 4.8. Notes: People aged 25-64. Robust stan-
dard errors in parentheses. Controls for gender, age, age-squared,
years of education, immigrant status, marital status, and number of
children. All right-hand side variables are (1, 0) dummies. Bold: p <
.10 (2-tailed).

Table 5.1. How life-satisfaction (0-10) is affected by family status
(British Cohort Study)

Source: Online Full Table 5.1.

Notes: People aged 34 and 42. Robust standard errors in parentheses.
Controls for income; qualifications; noncriminality; employment
status; physical health; mental health; child cognitive, behavioral,
and emotional health outcomes at age 16; parents’ education; fam-
ily income; parental involvement; mother’s mental health; family
break-up; mother’s work; father’s unemployment; number of sib-
lings; postmarital conception; gender; ethnicity; low birth weight;
and an age dummy (42). Bold: p < .10 (2-tailed).

Table 5.2. How life-satisfaction (0-10) is affected by family status—
compared with single (household panel data)

Source: Online Full Table 5.2.

Notes: People aged 25+. Robust standard errors in parentheses. Con-
trols for income, years of education, employment status, having
children, physical and emotional health, comparison income, com-
parison education, comparison unemployment, comparison part-
nership, age, age-squared, gender, year, and region dummies. Bold:
p < .10 (2-tailed).

Figure 5.2. Adaptation to partnership (household panel data)
Figure 5.3. Adaptation to separation (household panel data)

Figure 5.4. Adaptation to widowhood (household panel data)
Source to Figures 5.2-5.4: Online Full Tables for Figures 5.2-5.4.
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Notes: People aged 25+. All effects are measured relative to the same
individual five or more years before entering the new state, holding
all else constant. Controls for income, employment status, having
children, age, age-squared, year, and region dummies. Vertical bands
represent 1.65 times the standard error of each point estimate.

Figure 5.6. Adaptation to parenthood (household panel data)

Source: Online Full Table for Figure 5.6.

Notes: People aged 25+. Controls for income, employment status, mari-
tal status, age, age-squared, year, and region dummies. Vertical bands
represent 1.65 times the standard error of each point estimate.

Table 5.3. How family status and parenthood are determined (Brit-
ish Cohort Study)

Notes: People aged 34 and 42. Robust standard errors in parentheses.
Bold: p < .10 (2-tailed).

Table 6.1. How would the percentage in misery fall if each problem
could be eliminated on its own?

Source: Online Full Table 6.1.

Notes: People aged 25+, except people aged 34 and 42 for the BCS. The
first column consists of regression coefficients.

Table 6.2. How misery is affected by adult outcomes (cross-section)
(B-coefficients)

Source: Online Full Table 6.2.

Notes: Robust standard errors are in parentheses. Controls for years of
education, marital status, having children, female, age, age-squared,
region, and year dummies. In Australia and Britain (BHPS), controls
also include comparison income, education, unemployment, and
partnership. In Britain (BCS) controls also include noncriminality,
child outcomes at 16, and family background. Cross-section regres-
sions using information from BCS respondents at ages 34 and 42,
and BHPS, HILDA, and BREFSS respondents at age 25+. Bold: p <
.10 (2-tailed).

* Lagged by one year.

Table 6.3. How life-satisfaction is affected by adult outcomes (cross-
section) (p-coefficients)

Source: Online Full Table 6.3.

Notes: Robust standard errors are in parentheses. Controls for years of
education, marital status, having children, female, age, age-squared,
region, and year dummies. In Australia and Britain (BHPS), controls
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also include comparison income, education, unemployment, and
partnership. In Britain (BCS) controls also include noncriminality,
child outcomes at 16, and family background. Cross-section regres-
sions using information from BCS respondents at ages 34 and 42,
and BHPS, HILDA, and BRFSS respondents at age 25+. Bold: p <
.10 (2-tailed).

* Lagged by one year.

Figure 6.1. How life-satisfaction (0-1) is affected by the EQSD, com-
pared with weights used in QALYs.

Source: Life-satisfaction comes from Dolan and Metcalfe (2012). QALY
weights come from Dolan (1997). The QALY weights have been
adjusted to have the same mean value as the weights in the life-
satisfaction regression. For further discussion, see annex 5.2 of La-
yard and D. M. Clark (2014).

Notes: The reference case in each domain is no problems at all.

Figure 6.2. Rates of morbidity in each age group

Source: World Health Organisation (WHO) (2008). Western European
countries, including UK.

Notes: The units on the vertical axis measure ill health by the average
9% reduction in the quality of life, spread over the whole population
in each age group.

Figure 6.3. 111 health: by age (Britain, BHPS)

Notes: Emotional health is measured using the General Health Ques-
tionnaire (left-hand scale); physical health problems are measured
using the number of physical health problems (right-hand scale).

Table 6.4. How life-satisfaction (0-10) is affected by emotional
and physical health of self and others (household panel data)
(pooled cross-section)

Source: Online Full Table 6.4.

Notes: Controls for income, years of education, employment status,
marital status, female, age, age-squared, year, and region dummies.
Cross-section regressions using information from BHPS, SOEP, and
HILDA respondents at age 25+. Bold: p < .10 (2-tailed).

* Lagged by one year.

Figure 6.4. Adaptation to disability

Notes: Controls for age, age-squared, income, qualifications, partnered,
children, region, and wave dummies. UK: disabled=1 if respondents
report being disabled in answer to the LFS question. Germany:
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disabled=1 if registered as legally disabled. Australia: disabled=1 if
has health condition that limits ability to work.

Table 6.5.How physical and mental health are affected by childhood
outcomes and family (British Cohort Study) (f-coefficients)
Notes: BCS cross-section regressions at age 42 for number of physical
health conditions and has seen a doctor for emotional problems in
last year; and at age 34 for emotional health symptoms. R* = .0.010;

0.074; 0.022.

Table 7.1. How the probability of conviction is predicted by child-
hood problems

Source: Online Annex 7.1.

Notes: Robust standard errors in parentheses. Marginal changes in
probability. Probit estimates. Controls for ethnicity, mother’s age
and education, and whether the father is still present in the house-
hold. Bold: p < .10 (2-tailed).

Table 7.2. How the number of convictions by age 30 is affected
by qualifications, childhood outcomes at 10, and family back
ground (British Cohort Study)

Source: Online Full Table 7.3.

Notes: Robust standard errors in parentheses. OLS estimates. For addi-
tional controls see notes for Table 7.1. Bold: p < .10 (2-tailed). SD of
convictions is 1.0.

Table 7.3. How the probability of educational failure is predicted
by childhood problems at age 10

Source: Online Full Table 7.4.

Notes: Robust standard errors in parentheses. Marginal changes in
probability. Probit estimates. For additional controls see notes for
Table 7.1. Bold: p < .10 (2-tailed).

Figure 8.1. How national life-satisfaction is predicted by different
national variables

Source: Gallup World Poll.

Notes: Average data for 2009-15 except for trust (mostly 2009). See
Helliwell, Huang, and Wang (2016), appendix table 10, column (8),
and table 5. N =126, R? = 0.76.

Table 8.1. How national life-satisfaction (0-10) is predicted by dif-
ferent national variables
Note: See notes for Figure 8.1.
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Figure 8.2. Subjective well-being by level of economic development
and historical heritage of given societies, ca. 1990
Source: Inglehart and Klingemann (2000).

Figure 9.1. Average life-satisfaction (0-10): by age (ELSA)
Note: Mean life-satisfaction ratings from wave 6 of ELSA (2012) by age
and sex.

Figure 9.2. What affects life-satisfaction over age 50? (ELSA) (cross-
section) (p-coefficients)

Notes: These charts show the standardized p-coefficient for each vari-
able contributing to the four sets of factors potentially contributing
to life-satisfaction. All estimates are mutually adjusted, i.e., all vari-
ables are included in a single model. The variables age, sex, ethnicity,
education, income, and employment status were also included in
the model.

The proportion of variance explained by the model (adjusted R?) was
33%.

N = 5,413.

Abbreviations: ADL, activity of daily living.

Table 9.1. What affects life-satisfaction (0-10) aged over 50 (ELSA)
(cross-section) (unstandardized coefficients)

Notes: These charts show the unstandardized coefficients for each vari-
able. All estimates are mutually adjusted, i.e., all variables are in-
cluded in a single model. Abbreviations: CHD, coronary heart dis-
ease; ADL, activity of daily living; CES-D, Centre for Epidemiologic
Studies Depression Scale.

Table 9.2. What affects life-satisfaction (0-10) over 50: by age range
(ELSA) (unstandardized coefficients)

Abbreviations: CHD, coronary heart disease; ADL, activity of daily liv-
ing; CES-D, Centre for Epidemiologic Studies Depression Scale.

Table 9.3. What affects life-satisfaction (0-10) over 50: by gender
(ELSA) (unstandardized coefficients)
Coeflicients in bold indicate significant associations at the 10% level.

Table 9.4. Changes in characteristics of elderly people over an
eight-year interval (ELSA)

Abbreviations: CHD, coronary heart disease; ADL, activity of daily liv-
ing; CES-D, Centre for Epidemiologic Studies Depression Scale.
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Figure 9.3. What affects changes in life-satisfaction over an eight-
year interval (ELSA) (B-coefficients)

Notes: These charts show the standardized p-coefficient for each vari-
able contributing to the four sets of factors potentially contributing
to life-satisfaction. The standard deviations used for standardization
were those measured in 2012, similar to the level analysis. All esti-
mates come from an overall model mutually adjusted, meaning all
variables are included in the same model. The variables age, sex, eth-
nicity, education, changes in income, and employment status were
also included in the model.

The proportion of variance explained by the model (adjusted R?) was
12%.

Abbreviation: ADL, activity of daily living.

N =3,230.

Table 9.5. What affects changes in life-satisfaction (0-10) over an
eight-year interval (ELSA)

Note: These are unstandardized p-coefficients for each variable con-
tributing to the four sets of factors potentially contributing to life-
satisfaction. All estimates come from a mutually adjusted overall
model.

Table 10.1. How children’s emotional well-being is affected by log
family income (ALSPAC)

Source: Online Full Table 10.1.

Notes: Robust standard errors in parentheses. Controls for father’s
unemployment, proportion of time mother worked in 1st year,
proportion of time mother worked thereafter (up to age shown),
parenting involvement, parenting strictness, family conflict, pa-
rental separation, mother’s mental health, father’s mental health,
parents’ education, mother’s age at birth, parental marital status at
birth, child’s gender, ethnicity, birth order, number of siblings, birth
weight, born prematurely, age in months at testing, and primary and
secondary school fixed effects. Emotional well-being: Standardized
self and mother-reported SMFQ at ages 16 and 11; standardized
mother-reported internalizing SDQ at age 5. Income: income-per-
adult equivalent (£ in constant prices) measured at ages 3, 4, 7, 8,
and 11. The log income figure is the log of average income up to the
relevant age. Bold: p < .10 (2-tailed).
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Table 10.2. How children’s behavior is affected by family income
(ALSPAC)

Source: Online Full Table 10.2.

Notes: Robust standard errors in parentheses. For additional controls
see notes for Table 10.1. Behavior: Standardized mother-reported
externalizing SDQ at ages 16, 11, and S. Income: income-per-adult
equivalent (£ in constant prices) measured at ages 3, 4,7, 8,and 11.
The log is the log of average income up to the relevant age. Bold:
p < .10 (2-tailed).

Table 10.3. How children’s intellectual performance is affected by
family income (ALSPAC)

Source: Online Full Table 10.3.

Notes: Robust standard errors in parentheses. For additional controls
see notes for Table 10.1. Intellectual: standardized GCSE points at
age 16; standardized Key Stage 2 points at age 11; and standardized
local school entry assessment at age 5. Income: income-per-adult
equivalent (£ in constant prices) measured at ages 3, 4,7, 8,and 11.
The log is the log of average income up to the relevant age. Bold:
p < .10 (2-tailed).

Figure 11.1. Percentage of mothers in work: by age of child
Source: Labour Force Survey, 2015.

Table 11.1. How children’s emotional well-being is affected by
mother’s work (ALSPAC)

Source: Online Full Table 11.1.

Notes: Robust standard errors in parentheses. Controls for family in-
come, father’s unemployment, parenting involvement, parenting
strictness, family conflict, parental separation, mother’s mental
health, father’s mental health, parents’ education, mother’s age at
birth, parental marital status at birth, child’s gender, ethnicity, birth
order, number of siblings, birth weight, born prematurely, age in
months at testing, and primary and secondary school fixed effects.
Emotional well-being: standardized self and mother-reported
SMEFQ at ages 16 and 11; standardized mother-reported internaliz-
ing SDQ at age 5. Bold: p <.10 (2-tailed).

Table 11.2. How children’s behavior is affected by mother’s work
(ALSPAC)
Source: Online Full Table 11.2.
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Notes: Robust standard errors in parentheses. For additional controls
see notes for Table 11.1. Behavior: standardized mother-reported ex-
ternalizing SDQ at ages 16, 11, and 5. Bold: p < .10 (2-tailed).

Table 11.3. How children’s intellectual performance is affected by
mother’s work (ALSPAC)

Source: Online Full Table 11.3.

Notes: Robust standard errors in parentheses. For additional controls
see notes for Table 11.1. Intellectual: standardized GCSE points at
age 16; standardized Key Stage 2 points at age 11; and standardized
local school entry assessment at age 5. Bold: p < .10 (2-tailed).

Table 11.4. How children’s outcomes are affected by father’s unem-
ployment (0-1) (ALSPAC)

Source: Online Full Table 11.4.

Notes: Robust standard errors in parentheses. For additional controls
see notes for Table 11.1. Emotional well-being: standardized self
and mother-reported SMFQ at ages 16 and 11; and standardized
mother-reported internalizing SDQ at age 5. Behavior: standardized
mother-reported externalizing SDQ at ages 16, 11, and 5. Intellec-
tual: standardized GCSE points at age 16; standardized Key Stage 2
points at age 11; and standardized local school entry assessment at
age 5.Bold: p <.10 (2-tailed).

Table 12.1. How parents affect the emotional well-being of their
children (ALSPAC) (B-coefficients)

Source: Online Full Table 12.1.

Notes: Robust standard errors in parentheses. Controls for family income,
proportion of time mother worked in 1st year, proportion of time
mother worked thereafter (up to age shown), father’s unemployment,
family conflict, parental separation, parents’ education, mother’s age
at birth, parental marital status at birth, child’s gender, ethnicity,
birth order, number of siblings, birth weight, born prematurely, age
in months at testing, and primary and secondary school fixed ef
fects. Emotional well-being: standardized self- and mother-reported
SMEFQ at ages 16 and 11; standardized mother-reported internaliz-
ing SDQ at age 5. Bold: p <.10 (2-tailed).

Table 12.2. How parents affect the behavior of their children
(ALSPAC) (B-coefficients)
Source: Online Full Table 12.2.
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Notes: Robust standard errors in parentheses. For additional controls
see notes for Table 12.1. Behavior: standardized mother-reported
SDQ externalizing at ages 16,11, and 5. Bold: p <.10 (2-tailed).

Table 12.3. How parents affect the intellectual development of
their children (ALSPAC) (p-coefficients)

Source: Online Full Table 12.3.

Notes: Robust standard errors in parentheses. For additional controls
see notes for Table 12.1. Intellectual: standardized GCSE points at
age 16; standardized Key Stage 2 points at age 11; and standardized
local school entry assessments at age 5. Bold: p < .10 (2-tailed).

Table 13.1. How family conflict affects children’s outcomes at 16
(standardized) (ALSPAC)

Source: Online Full Table 13.1.

Notes: Robust standard errors in parentheses. Controls for family in-
come, proportion of time mother worked in 1st year, proportion of
time mother worked thereafter (up to age shown), father’s unem-
ployment, parental involvement, parental strictness, parents’ educa-
tion, mother’s age at birth, parental marital status at birth, child’s
gender, ethnicity, birth order, number of siblings, birth weight, born
prematurely, age in months at testing, and primary and secondary
school fixed effects. Emotional well-being: standardized self and
mother-reported SMFQ at 16. Behavior: standardized mother-
reported externalizing SDQ at 16. Intellectual: standardized GCSE
points at age 16.

Table 13.2. How family conflict affects children’s emotional well-
being (ALSPAC)

Source: Online Full Table 13.2.

Notes: Robust standard errors in parentheses. Controls for family in-
come, proportion of time mother worked in 1st year, proportion of
time mother worked thereafter (up to age shown), father’s unem-
ployment, parental involvement, parental strictness, parents’ educa-
tion, mother’s age at birth, parental marital status at birth, child’s
gender, ethnicity, birth order, number of siblings, birth weight, born
prematurely, age in months at testing, and primary and secondary
school fixed effects. Emotional well-being: standardized self- and
mother-reported SMFQ at ages 16 and 11; standardized mother-
reported internalizing SDQ at age 5. Bold: p < .10 (2-tailed).
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Table 13.3. How family conflict affects children’s behavior
(ALSPAC)

Source: Online Full Table 13.3.

Notes: Robust standard errors in parentheses. For additional controls
see notes for Table 13.1. Behavior: standardized mother-reported ex-
ternalizing SDQ at ages 16, 11, and 5. Bold: p < .10 (2-tailed).

Table 13.4. How family conflict affects children’s intellectual devel-
opment (ALSPAC)

Source: Online Full Table 13.4.

Notes: Robust standard errors in parentheses. For additional controls
see notes for Table 13.1. Intellectual: standardized GCSE points at
age 16; standardized Key Stage 2 points at age 11; and standardized
local school entry assessments at age 5. Bold: p < .10 (2-tailed).

Table 13.5. The interacted effect of family conflict and parental sep-
aration on children’s outcomes (standardized) (ALSPAC)

Source: Online Full Table 13.5.

Notes: Robust standard errors in parentheses. For additional con-
trols see notes for Table 13.1. Emotional well-being: standardized
self- and mother-reported SMFQ at ages 16 and 11; standardized
mother-reported internalizing SDQ at age 5. Behavior: standard-
ized mother-reported externalizing at ages 16, 11, and S. Intellec-
tual: standardized GCSE points at age 16; standardized Key Stage
2 points SDQ at age 11; and standardized local school entry assess-
ments at age 5. Bold: p <.10 (2-tailed).

Table 14.1. How children’s outcomes at 16 are affected by second-
ary school attended (ALSPAC) (B-coefficients)

Source: Online Full Table 14.1.

Notes: Robust standard errors in parentheses. Controls for family in-
come, proportion of time mother worked in the 1st year, proportion
of time mother worked thereafter, father’s unemployment, mother’s
mental health, father’s mental health, involvement, aggression, fam-
ily conflict, parental separation, parents’ education, mother’s age at
birth, parents’ marital status at birth, female child, ethnicity, first-
born child, number of siblings, low birth weight, premature baby,
Special Educational Needs (SEN) statement, free school meal eligi-
bility, English not first language, and the lagged dependent variable
(at 11). Bold: p < .10 (2-tailed).
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Table 14.2. How children’s outcomes at 16 are affected by second-
ary school characteristics (ALSPAC) (f-coefficients)

Source: Online Full Table 14.2.

Notes: Robust standard errors in parentheses. Controls for child’s Spe-
cial Educational Needs (SEN) statement, free school meal eligibil-
ity, whether English is not the first language, and lagged dependent
variables (at 11). For additional controls see notes for Table 14.1.
Bold: p < .10 (2-tailed).

Table 14.3. How children’s outcomes at 8 and 11 are affected by
primary school attended (ALSPAC) (f-coeflicients)

Source: Online Full Table 14.3.

Notes: Robust standard errors in parentheses. Lagged dependent vari-
ables for the age 11 (8) are measured at age 8 (7). For additional
controls, see notes for Table 14.1. Bold: p < .10 (2-tailed).

Table 14.4.How children’s outcomes at 8 and 11 are affected by mea-
sured primary school characteristics (ALSPAC) (p-coefficients)

Source: Online Full Table 14.4.

Notes: Robust standard errors in parentheses. Controls for family back-
ground, child’s Special Educational Needs (SEN) statement, free
school meal eligibility, whether English is not the first language,
lagged dependent variables, and primary school teacher dummies.
Lagged dependent variables for the age 11 (8) are measured at age
8 (5). For a complete list of controls see notes for Table 14.1. Bold:
p < .10 (2-tailed).

Table 14.5. How children’s outcomes at 8 and 11 are affected by
their teacher (ALSPAC) (p-coefficients)

Source: Fleche (2017).

Notes: Teacher value-added are estimated in regressions that include
controls for school characteristics, pupil characteristics, family back-
ground, school-cohort effects, grade dummies, and lagged pupil de-
pendent variables. All three outcomes are measured at ages 8 and 11.

Table 16.1. What explains the variation of life-satisfaction and of
misery among adults (BHPS) (cross-section) (f-coefficients)

Source: Online Full Table 16.1.

Note: Based on BHPS, with the following exceptions: Crime from BCS
(see notes for Figure 1.1); for depression/anxiety we use the average
of the US and the Australian figures in Tables 6.2 and 6.3. Controls
for comparison income, education, unemployment, partnership,
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age, age-squared, women, having children, year, and region dum-
mies. Bold: p < .10 (2-tailed). Misery is defined as the bottom 9.9%
in the BHPS.

Table 16.2. How adult life-satisfaction (0-10) is affected by current
circumstances (BHPS) (cross-section)

Source: Online Full Table 16.2 shows the basic regression.

Notes: Based on BHPS. However, for the coefficients on education and
unemployment we focus on people aged 25-64; see Chapters 3 and
4.For quality of work (from ESS) see Chapter 4. For crime see Chap-
ter 7. For depression and anxiety we use the average coefficients
for the United States and Australia, which can be obtained from
Table 6.3 and online Descriptive Statistics. Bold: p < .10 (2-tailed).
— means “not studied”

Table 16.3. How adult life-satisfaction (0-10) and behavior are pre-
dicted by child outcomes at 16 (British Cohort Study) (cross-
section)

Source: Online Full Table 16.3.

Notes: Based on BCS. Controls for family background, gender, and age
dummy. Bold: p < .10 (2-tailed). Crimes are assumed to be arrests x
3.6.

Table 16.4. How children’s outcomes at age 16 are affected by fam-
ily and schooling (ALSPAC) (cross-section) (standardized coef-
ficients)

Source: Online Full Table 16.4.

Note: Controls for mother’s age at birth, parental marital status at
birth, child’s gender, ethnicity, birth order, number of siblings, birth
weight, born prematurely, and age in months at testing Bold: p <.10
(2-tailed). — means not significant at p <.10 (2-tailed).

SD (family income) = 0.57; SD (parents’ education) = 0.41; SD (father
unemployed) = 0.14; SD (mother work—T1 year) = 0.37; SD (mother
work—other years) = 0.37.

Table 16.5. How average life-evaluation in a country is affected by
country-level variables (Gallup World Poll) (cross-section)
Source: See sources and notes for Figure 8.1 and Table 8.1.
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NOTES

Introduction: The New Paradigm

1. Bentham ([1789] 1996); Layard (2011).

2. Jefferson (1809).

3. Layard, Mayraz, and Nickell (2010), Easterlin (2016).

4. O’Donnell et al. (2014).

5. See the publications of the National Institute for Health and
Care Excellence (NICE).

6. This is called a visual analogue scale.

7. OECD (2013a).

8. It is also not clear whether the experience of dreaming should
be included or not. On average dreaming takes up over 10% of all time
spent on mental activity (NIH National Institute of Neurological Dis-
orders and Stroke, “Brain Basics: Understanding Sleep”). https:/www
.ninds.nih.gov/Disorders/Patient-Caregiver-Education/Understand
ing-Sleep.

9. Kahneman (2011).

10. Ward (2015). The partial correlation coefficients are sometimes
called the standardized regression coefficients. They are the s in a regres-
sion where all variables are divided by their standard deviation. The over-
z(illilze]);planatory power of the equation is given by R* =% 2 + 3.3 S

11. Replies to questions on subjective well-being are also quite well
correlated with measurements of brain activity (Davidson [1992]).

12. Steptoe and Wardle (2012). Contrary findings are in Liu et al.
(2015), but this study is flawed (see Diener, Pressman, and Lyubormirsky
[2015]). On the effects of life-satisfaction, see De Neve, Diener, Tay, and
Xuereb (2013). On validity, see also OECD (2013a).

13. We use the Short Mood and Feelings Questionnaires (SMFQ).

14. For the history of these studies, see Pearson (2016).

15. British Household Panel Survey (BHPS); German Socio-
Economic Panel (SOEP); Household, Income and Labour Dynamics
in Australia (HILDA).
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Notes to Pages 1-18

16. The Behavioral Risk Factor Surveillance System (BRFSS), Gal-
lup World Poll (GWP), Eurobarometer, and European Social Survey
(ESS). These are repeated surveys but use different samples each time.
We also use the English Longitudinal Study of Ageing (ELSA). The
Panel Study of Income Dynamics (PSID) also now includes measures
of well-being, but we do not use it because the series is short. For the
United States we use the BRESS in preference to the PSID because it
has good data on mental health. We also use the US National Longitu-
dinal Survey of Youth.

17. For contents, see Contents of Online Materials in this book.
The online materials are available at http://cep.Ise.ac.uk/origins/online
material.pdf.

18. OECD (2016). For France, see https://www.legifrance.gouv.fr/af
fichTexte.do?cid Texte=JORFTEXT000030478182&datcTexte=20150809,
and for Italy http://www.senato.it/leg/17/BGT/Schede/FascicoloSchede
DDL/ebook/46876.pdf.

19. On launching the National Dialogue on Wellbeing, April 2015.

Chapter 1. Happiness over the Life Course:
What Matters Most?

1. The Avon Longitudinal Study of Parents and Children
(ALSPAC). For Survey Details, see online materials.

2. In the Gallup World Poll 78% of the variance of life-evaluation
across the human adult population is within countries, and 22% be-
tween countries (Helliwell, Layard, and Sachs [2012], chapter 2).

3. For each individual there are two observations, at 34 and 42.
These are the only ages we include as they are the only ages where
health was measured by the number of health conditions. Apart from
that the equations for ages 30 and 26 are very similar to those for ages
34 and 42—see Fleche, Lekfuangfu, and Clark (2017). SX-X)

4. The standard deviation of X in a population is [Z¢
where N is the size of the population.

S. These standardized variables thus all have a standard deviation
of 1.

6. The share of the variance of the dependent variable that is ex-
plained by the independent variables is

R*=3B; +33BBr (i 2))
1 1 j

where rij is the correlation coefficient.

258


http://www.senato.it/leg/17/BGT/Schede/FascicoloSchedeDDL/ebook/46876.pdf
https://www.legifrance.gouv.fr/affichTexte.do?cidTexte=JORFTEXT000030478182&dateTexte=20150809
http://cep.lse.ac.uk/origins/onlinematerial.pdf
http://www.senato.it/leg/17/BGT/Schede/FascicoloSchedeDDL/ebook/46876.pdf
https://www.legifrance.gouv.fr/affichTexte.do?cidTexte=JORFTEXT000030478182&dateTexte=20150809
http://cep.lse.ac.uk/origins/onlinematerial.pdf

Notes to Pages 18-35

7. The corresponding a-coefficients can be calculated from the p-
coefficients using the standard deviations provided in online Descrip-
tive Statistics.

8. In a 2-tailed test. This is of course equivalent to a 95% probabil-
ity using a 1-tailed test. Each regression uses data on all subjects who
give data on the dependent variable. Where data are missing for a right-
hand variable, we use instead the average value of all replies to that vari-
able. We also include a variable-specific dummy to reflect that the value
is missing. (Multiple Imputation methods give very similar results.)

9. Apart from mental health, we do not in this book examine the
effects of personality on happiness since these are largely captured in
the effects of mental health. Nor do we examine the hugely important
issue of the individual’s philosophy of life, which cannot be easily stud-
ied using large surveys, but is well covered in positive psychology and
in ancient wisdom.

10. We do not measure intellectual performance at 16 because the
BCS offers only a binary variable—whether the individual obtained
any O-level or equivalent grade A*~C at GCSE.

11. The “malaise” score.

12. Emotional health remains the best predictor if we measure
child development over the whole course of childhood; see Layard,
A.E.Clark, et al. (2014).

13. Measured separately as the mother’s and father’s highest educa-
tional qualification at the time of the pregnancy.

14. Our analysis relates to any work, full-time or part-time.

15. In other words we include a school dummy, and Figure S (b)
therefore reports the influence of the whole set of school dummies.
(This influence equals the standard deviation of the coeflicients on the
school dummies.) In Chapter 14 we look separately at the effect of
primary schools on outcomes in primary schools and the effect of sec-
ondary schools, given the measured outcomes of the children when
they leave primary school.

Chapter 2. Income

1. Basically a measure of real hourly wages times working hours
plus income from wealth (Becker [1964]).

2. See Layard (2011), chapter 9.

3. http://www.cls.ioe.ac.uk/page.aspx?&sitesectionid=795&site
sectiontitle=Welcome-+to+the+1970+British+Cohort+Study+(BCS70).
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Notes to Pages 35-42

4. Life-satisfaction as a broad measure of subjective well-being has
been subject to a number of validity tests, via its relations to physio-
logical and neurological measures, and its predictive power regarding
future observed behaviors. Some of this validation work is described
in Clark, Frijters, and Shields (2008). The BCS life-satisfaction ques-
tion is a little different from that found in some other general-purpose
surveys, although we believe that this question behaves similarly to the
more standard question.

S. See Chapter 1, n. 3.

6. See, for example, Layard, Nickell, and Mayraz (2008).

7. We calculate equivalized household income using the OECD
equivalence scale. This scale gives the first adult a weight of one,
any extra adults a weight of 0.7, and children a weight of 0.5. A house-
hold consisting of one single adult earning 50,000 a year would thus
have an equivalent income of $50,000. The same income for a two-adult
household produces an equivalent income of 29,400 (= 50,000/1.7),and
for a two-adult two-child household an equivalent income of 18,500
(= 50,000/2.7).

8. The results are very similar if children are treated as a choice
variable and income is therefore measured as income per adult.

9. In 2012 pounds sterling the mean is £18,089, and the standard
deviation £14,728.

10. See online Annex 2.

11. o, A log Income = 0.20 x 0.7.

12. 0.20 x 0.10. We have also examined whether this effect would
be larger at the lowest level of income and found no evidence of non-
linearity in the effect of log income (see Chapter 6 and Layard, Nickell,
and Mayraz [2008]).

13. Now known as Understanding Society.

14. All report disposable household income.

15. Online Table A2.1 repeats the analysis for 30-to-45-year-olds
(the ages of the BCS), and the fixed effects estimates remain small.

16. For other data using Eurobarometer, see online Figure A2.1.
The Eurobarometer samples are much smaller than those in Figure 2.3.
For Britain, we also have the large ONS survey, which shows a steady
mild increase in life-satisfaction from 2011 to 2016.

17. Easterlin (1974).

18. For No, see Easterlin, Angelescu-McVey, Switek, et al. (2010), chap-
ter 5; and Easterlin (2016). For Yes, see Sacks, Stevenson,and Wolfers (2012).
For a summary of the debate, see Layard, A. E. Clark, and Senik (2012).
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Notes to Pages 42—-46

19. Easterlin, Wang, and Wang (2017).

20. For an attempt to marshal all the possible factors see Bartolini,
Bilancini, and Sarracino (2016)—also discussed in Chapter 8. Another
factor limiting the benefits of national income growth is boom and
bust. As De Neve, Ward, De Keulenaer, et al. (forthcoming) show, the
losses in happiness when income falls exceed the gain in happiness
from an equal rise in income.

21. The key table on social comparisons is the pooled cross-
sectional table shown in online Full Table 2.3. This table includes all
comparisons simultaneously.

22. Card et al. (2012).

23. One issue is the relevant reference group. Two common choices
are neighbors (broadly defined, as here) or coworkers (or those similar
to the individual on the labor market). See Clark and Senik (2010), and
Layard, Mayraz, and Nickell (2010). As regards neighbors, well-being
has been found to fall with average incomes in the local area (Ferrer-i-
Carbonell [2005]; Luttmer [2005]; Kingdon and Knight [2007]). As
regards coworkers, a number of papers have shown that well-being
is negatively correlated with others’ earnings (G. Brown et al. [2008];
Cappelli and Sherer [1988]; Card et al. [2012]; and Godechot and
Senik [2015]). See also evidence from neuroeconomics (FlieBbach et
al.[2007]) and hypothetical preference questions (Solnick and Hemen-
way [2005]).

However in some studies well-being has been found to rise with
others’ income. This could be for reasons related to local public goods,
to the tunnel effect (whereby others’ good fortune informs you about
your own future prospects), or altruism: see, for example, Clark, Kris-
tensen, and Westergird-Nielsen (2009), Dunn, Aknin, and Norton (2008),
Senik (2004), and see also Clark and D’Ambrosio (2015).

24. For comparator effects we focus on the results using pooled
cross-sections. The reason is that in a fixed-effects analysis, the effect
of comparator incomes (as measured) depends heavily in our sample
on information for people who move between regions—a quite small
number of people.

25. This assumes that average comparator income is measured by
absolute mean income rather than the mean of log income. To check
on this we estimated an equation that included simultaneously log ¥
and log Y. The effects of log Y far exceeded that of log Y, which was in
three out of four countries insignificant.

26. See online Table A2.2, second column for each country.
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Notes to Pages 46-54

27. See also Clark and D’Ambrosio (2015). In many ways experi-
mental data involve fewer problems than naturalistic data. In this case
the work is not based on happiness regressions, but rather stated prefer-
ences over hypothetical scenarios involving income distributions that
an imaginary grandchild will face (in Johannsson-Stenman, Carlsson,
and Daruvala [2002]) or leaky-bucket experiments where individuals
are asked to indicate the amount of “lost money” that they are willing
to accept for a transfer of money from a richer to a poorer individ-
ual (see for example Amiel, Creedy, and Hurn [1999]). The conclusion
from this work is that individuals do seem to have preferences over in-
come inequality, and not only because their own income or their rela-
tive income is affected. However it does seem to be difficult to quantify
exactly how much this income inequality matters.

28. See full results in online Table A2.3.

29. If we add highest qualification, the R? of the equation rises
from 0.26 to 0.31; see online Table A2.3.

30. If H = alogY where H is happiness and Y income, dH/dY = a/Y.

31. See also Layard (2006).

Chapter 3. Education

1. For earlier work on this issue, see online Annex 3a. On the issue
of credentialism, note that measured IQ has risen sharply over time
(Pietschnig and Voracek [2015]).

2. On the United States see Oreopoulos and Petronijevic (2013).
On the UK, see Blundell, Green, and Jin (2016) and Walker and Zhu
(2008).

3. It may also lead to more enjoyable jobs (which are therefore less
well paid). The surveys provide no data on this.

4. No qualifications, Level 1 (CSE and O-level equivalent [grades
(D-G)]), Level 2 (O-level equivalent [grades A*~C]), Level 3 (A-level
equivalent), and degree or above.

5. We first run the following equation:

LogY=a+32 BEduc, + etc.

where Y is income and Educ, are education dummies for each
level of qualification. We then use the coefficients on each edu-
cation dummy to create a simple continuous education variable.

6. This is the standard deviation of years of schooling in the BHPS.
7. See also Oreopoulos and Salvanes (2011).
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Notes to Pages 55-61

8. 0.08 = (0.03 + 0.05 — 0.01 + 0.07)/4 + 0.06/2.5. It could be turned
into a rate of return as follows. The monetary equivalent of 0.07 points
of life-satisfaction per year is a change in income of 0.07/0.2 or 33%.
This is a good annual return on the sacrifice of one year’s income in
order to obtain the extra education—plus of course the cost of tuition.

9. See also Nikolaev (2016).

10. Suppose the individual’s income rises by 10%. Taxes could in-
crease by one-half of this, and the social value of an extra 5% of income
is 0.01 (i.e., 0.05 x 0.2).

11. 1 SD of qualification reduces the number of convictions by
age 30 by 0.064. Since the SD of years of education is 2.5, this means
that one extra year of education reduces the number of convictions by
0.026. But Home Office data show that crimes/arrests = 3.6 and BCS
data show that arrests/convictions = 1.5. So one extra year of education
reduces crimes by 0.14. As Chapter 7 shows, each crime reduces popu-
lation well-being by one point-year.

12. A lot is often claimed for the effects of educated parents on
their children. But, as we show, parents’ education mainly affects their
children’s academic performance; it appears to have little effect on the
children’s emotional health.

13. The ALSPAC cohort data are not yet able to provide evidence
on the subjects’ final highest qualification.

14. Only 2% of the sample were nonwhite.

15. See online Table A3.1.

16. See Barro and Lee (2015). On individuals, the so-called screen-
ing hypothesis argues that more educated people receive higher in-
comes because education is simply a signal of higher preceding ability;
but there is much evidence against this view (see, for example, Layard
and Psacharopoulos [1974] and the evidence at national level provided
by Barro and Lee [2015] and others).

Chapter 4. Work and Unemployment

1. Say 1,600 hours a year in advanced countries out of 6,000 hours.

2. Kahneman, Krueger, et al. (2004), Krueger, Kahneman, Schkade,
et al. (2009).

3. For two early demonstrations of this by economists see Clark
and Oswald (1994) and Winkelmann and Winkelmann (1998). See also
online Annex 4.

4. Thus to some extent the unemployment was “involuntary”
since in a frictionless economy they would have chosen to return at

]
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Notes to Pages 62—-67

once. However the duration of unemployment is also influenced by
the income replacement ratio for the unemployed and the conditions
attached to the receipt of benefit. On these issues, see Layard, Nickell,
and Jackman (2005) and Pissarides (2000).

5. On selfemployment, see Blanchflower and Oswald (1998) and
Colombier and Masclet (2008).

6. For 30-to-45-year-olds, see online Table A4.1.

7. The results in the existing literature broadly find no evidence of
any such adaptation to unemployment. This holds for the analysis of
data from the SOEP (Clark, Diener, Georgellis, and Lucas 2008), BHPS
(Clark and Georgellis, 2013), Russian Longitudinal Monitoring Survey
(RLMS) (Clark and Uglanova, 2012), the Korean Labor and Income
Panel Study (KLIPS) for men (there are insufficient data points for
women to reach a conclusion) in Rudolf and Kang (2015),and HILDA
(Frijters, Johnston, and Shields [2011]). The research in Lucas et al.
(2004) suggests only partial adaptation to unemployment in SOEP
data, as does that on Swiss Household Panel (SHP) survey in Anusic,
Yap, and Lucas (2014), although these latter two papers use parametric
rather than nonparametric statistical methods. See also online Annex 4.

8. The regression is the same as that in Clark, Fleche, and Senik
(2014).

9. We exclude everyone for whom we lack any of this knowledge.

10. The controls were marital status, children, income, age, age
squared, and regional and time dummies.

11. Strictly the variable is the proportion of waves when this oc-
curred. We also tried including this variable in panel regressions, but it
did not vary sufficiently for each individual for the analysis to produce
sensible results. (It is also of course somewhat arbitrary to take just five
years of previous experience.)

12. See Clark, Georgellis, and Sanfey (2001); Ruhm (1991).

13. See online Full Table A2.2.

14. See Clark (2003); Clark, Knabe, and Ratzel (2010); Powdthavee
(2007). It also of course expands the competition for jobs.

15. 0.138/0.70. This assumes that the labor-force participation rate
of the population under 65 is 70%. Di Tella, MacCulloch, and Oswald
(2003) also estimate that the employed bear three-fourths of the cost—
see online Annex 4.

16. The overall unemployment rate is determined by many other
factors that affect the level of the equation for individuals. See, for ex-
ample, Layard, Nickell, and Jackman (2005).
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Notes to Pages 68—-83

17. The simple correlation is 0.12.

18. Kahneman, Krueger, et al. (2004).

19. Krueger (2007), Krueger, Kahneman, Fischler, et al. (2009). See
also Krueger, Kahneman, Schkade, et al. (2009), tables 1.3, 1.6 and 1.9;
and Bryson and MacKerron (2017).

20. Krueger, Kahneman, Schkade, et al. (2009), table 1.10.

21. Edmans (2011), Edmans (2012).

22. See for example Clark (2001), Clark (2010), OECD (2013b), Clark
(2011), Lundberg and Cooper (2011), Robertson and Cooper (2011).

23. The effect of hours is swamped by the question on family life.

24. These actual effects are fairly consistent with what people in the
BHPS say about what matters to them in a job—see Clark (2011).

Chapter 5. Building a Family

1. Office for National Statistics (2015).

2. Previous work on marriage suggested broadly complete adapta-
tion in the SOEP (Clark, Diener, Georgellis, and Lucas 2008) and Lucas
et al. [2003], BHPS (Clark and Georgellis [2013]), HILDA (Frijters,
Johnston, and Shields [2011]) and Swiss Household Panel (Anusic, Yap,
and Lucas [2014]). Adaptation is however only partial at best in Russia
(Clark and Uglanova [2012]) and Korea (Rudolf and Kang [2015]). See
also Qari (2014).

3. The small coefficients in Table 5.1 are an average of the big
onset coefficient and subsequent adaptation.

4. There is a large literature on divorce, but this often happens
some years after the worst period of separation. The existing literature
finds full adaptation to divorce in the SOEPR, BHPS, and HILDA, but
only partial adaptation in the Swiss Household Panel (Anusic, Yap, and
Lucas [2014]) and for Korean men (Rudolf and Kang [2015]).

S. See also online Annex S.

6. See Clark, Diener, Georgellis, and Lucas (2008), Lucas et al. (2003).

7. See Frijters, Johnston, and Shields (2011).

8. See online Table A5.1. This shows that the happiness of those
who are not partnered is lower by 0.27 points, when everyone else is
partnered, compared to the situation when only 50% of other people
are partnered.

9. People can also choose whether to partner. But not everyone who
would like a partner gets one, while some 90% of people who want chil-
dren get them.
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Notes to Pages 83-93

10. We do of course know whether some people in the sample have
had children who have left home, but we do not know this for those
who joined the sample after their children had left.

11. For BCS see Online Table A5.1, and for the household panels,
see Online Table A5.2.

12. See Myrskyla and Margolis (2014); Cetre, Clark, and Senik
(2016); online Annex 5. The numbers in Figure 5.6 include controls.

Chapter 6. Health of Mind and Body

1. The anterior cingulate cortex and anterior insula; see Layard
and Clark (2014),274n37.

2. Layard and D. M. Clark (2014).

3. For a classic analysis of how external events can cause mental
illness, see G. W. Brown and Harris (1978), and on the general causes of
mental illness, see Layard and D. M. Clark (2014), chapter 7.

4. Life-satisfaction is an integer variable, so it is not possible to de-
fine the same percentage of the population as miserable in every coun-
try. In addition the number of categories of life-satisfaction is 11 in the
BCS and HILDA, 7 in the BHPS, and 4 in the BRESS. The percentages
defined as in misery are shown in Table 6.1.

5. Behavioral Risk Factor Surveillance System.

6. They also ask whether you are currently in treatment (which of
course understates prevalence). The questions used in all the surveys
appear in Annex 6.

7. The distribution of conditions is as follows (%):

0 1 2 3 4 5+
BCS 37 34 17 7 2 1
BHPS 38 30 17 8 4 3

8. For a simple description of the characteristics of the most mis-
erable people, see online Table A6.1.
9. Logit analysis produces very similar results.

10. The relation between Tables 6.1 col. 3 and Table 6.2 for any dis-
continuous variable is as follows. In Table 6.1 we estimate an equation
that implies p, = 3o p. + efc. where p,, is the proportion in misery and
p; is the proportion with characteristic 7. Column 3 is =, p.. By contrast
for each characteristic Table 6.2 shows pli-p) -

pM(l _PM)
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Notes to Pages 93—-106

11. In online Table A6.2 we show, for those surveys where the data
permit, a fixed-effects analysis.

12. See online Table A6.2.

13. See online Descriptive Statistics.

14. In Australia, the results here confirm that mental health has the
largest single impact. For Britain mental health has to be entered with
a lag, and its effects are therefore understated.

15. Layard and D. M. Clark (2014).

16. See Dolan (1997).

17. In other words the average of the shaded bars has been made
equal to the average of the black bars. For the life-satisfaction regres-
sion, see Dolan and Metcalfe (2012).

18. To get the full QALY impact of a condition we also of course have
to add its impact on longevity, but that is not our concern in this book.

19. Layard and D. M. Clark (2014).

20. On the negative impact of partner’s illness on the caregiver in
Australia, see van den Berg, Fiebig, and Hall (2014).

21. In Britain this is in measured by “is disabled” in Germany it is
measured by “registered as disabled”” For earlier work on the BHPS, see
Oswald and Powdthavee (2008).

22. Dolan and Metcalfe (2012).

23. Plomin et al. (2013). On the issue of genes, see Chapter 12.

24. Danner, Snowdon, and Friesen (2001).

25. Steptoe, Deaton, and Stone (2015).

Chapter 7. Crime

1. For the full version of the paper on which this chapter is based,
see online Annex 7.

2. The predictive power of the equation is not huge. In Figure 1.4
the equation for crime has an R? of 0.10.

3. This is a different dependent variable for that in Figure 1.4,
where the dependent variable was the number of times arrested by the
age of 34. The convictions variable is measured at age 30 so as to facili-
tate comparison with the US data.

4. The controls are more limited than those in the rest of the book
to facilitate the UK/US comparison that follows.

5. At both ages one standard deviation extra of bad behavior raises
the probability of arrest by nearly five percentage points—a 33% in-
crease in risk. See online Annex 7.
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6. For details of the study, including variable definitions, see on-
line Annex 7.
7. See Lochner and Moretti (2004), Machin, Marie, and Vujic
(2011), Bell, Costa, and Machin (2016). See also Anderson (2014).
8. The standard deviation of life-satisfaction is 1.9.
9. Dustmann and Fasani (2016). There have been many efforts to
put money values on the effects of crime; for a survey, see Soares (2010).
10. From Dustmann and Fasani’s (2016) table 3 column (1), GHQ =
.14 log (&) + etc. where C is the number of crimes, P is the population,
and Y is the number of years. Thus AGHQ = ¢ % AC. Using an av-
erage annual rate for C/PY of 0.09, this gives PY AGHQ = 1.5AC. To
convert a change in GHQ (0-10) to one in life-satisfaction (LS) we
note from Mukuria et al. (2016) that when GHQ is measured 0-10,
25 = -021(3.6) = -0.75. So PYALS = 0.75 PY.AGHQ = ~1.1AC. Note
that since their table 3 uses panel data with a fixed effect, any effect
of crime on house prices (which is spread over many years) is largely
removed.
11. The SD of arrests is 3.8. Interestingly adding a quadratic term in
arrests adds no explanatory power.
12. The ratio of 3.6/1 is for 2006/7 from Crime Survey for England
and Wales and Arrests Collection, Home Office.

Chapter 8. Social Norms and Institutions

1. This chapter draws heavily on the great work done by John Helli-
well, Haifang Huang, and Shun Wang in each World Happiness Report.

2. See Putnam (2000).

3. The question is “Please imagine a ladder/mountain with steps
numbered from zero at the bottom to ten at the top. Suppose we say
that the top of the ladder/mountain represents the best possible life
for you and the bottom of the ladder/mountain represents the worst
possible life for you. If the top step is 10 and the bottom step is 0, on
which step of the ladder/mountain do you feel you personally stand at
the present time?” The corresponding response categories range from 0
(Worst possible life) to 10 (Best possible life).

4. The ranges of values for these variables are: Trust 0.07-0.64;
Generosity 0.16-0.54; Social support 0.29-0.99; and Freedom 0.26-
0.98. See Helliwell, Huang, and Wang (2016), appendix table 5.

5. In each World Happiness Report you can see how each vari-
able contributes to life-satisfaction in each individual country. Note
that if we take the worldwide variance of the Cantril ladder across all
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individuals, only 22% is across countries and 78% within countries
(Helliwell, Layard, and Sachs [2012],12).

6. World Values Survey.

7. Knack (2001).

8. Similar size effects are found in the World Values Survey and even
larger ones in the European Social Survey—see table 2 of Helliwell, Huang,
and Wang (2016). For the effect of unemployment, see our Chapter 3.

9. Summarized in Helliwell and Wang (2011).

10. Helliwell (2007).

11. Bartolini, Bilancini, and Sarracino (2016), Sarracino (2010).

12. See Helliwell, Layard, and Sachs (2016), 16.

13. See for example, T. Singer and Ricard (2016), Ricard (2015),
S.L.Brown et al. (2003), and Thoits and Hewitt (2001).

14. Meier and Stutzer (2008).

15. Anik et al. (2010). See also Dunn, Aknin, and Norton (2008).

16. Harbaugh, Mayr, and Burghart (2007). See also Zaki and Mitch-
ell (2011), who also show that inequitable behavior causes activity in
brain regions associated with subjective disutility.

17. Davidson and Begley (2012), 220-23.

18. Kahneman, Krueger, et al. (2004), table 1; Krueger, Kahneman,
Schkade, et al. (2009), chapter 2; and Bryson and MacKerron (2017).

19. For example, Putnam (2000) and Halpern (2004).

20. Nguyen and Benet-Martinez (2012), Knight and Gunatilaka
(2010), Knight, Song, and Gunatilaka (2010), and Easterlin, Morgan,
Switek,and Wang (2012). For a different view of Chinese migration, see
Easterlin, Wang, and Wang (2017).

21. Stevenson and Wolfers (2008).

22. P.Singer (1981), Pinker (2011).

23. For an analysis of the importance of freedom, see Sen (1999).

24. Clearly freedom to speak your mind and to participate in polit-
ical life spans this topic and the next.

25. Inglehart and Klingemann (2000).

26. Helliwell, Grover, and Wang (2014).

27. Helliwell, Grover, and Wang (2014), table 10, column (6).

28. Helliwell, Grover, and Wang (2014).

29. Layard, Mayraz, and Nickell (2010).

30. Wilkinson and Pickett (2009). They do not examine the rela-
tionship between equality and life-satisfaction.

31. Stevenson and Wolfers (2010), Blanchflower and Oswald (2004),
Helliwell (2003), 351, and Clark and D’Ambrosio (2015). But for positive
results see Morawetz (1977) and Schwarze and Harpfer (2007).
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32. Alesina, Di Tella, and MacCulloch (2004).

33. See Diener, Tay, and Myers (2011). In this context Buddhists
normally report themselves as religious, even if others question this use
of words.

34. Diener, Tay, and Myers (2011).

35. Smith, McCullough, and Poll (2003).

36. Pargament (2002).

37. Ellison (1991).

38. Clark and Lelkes (2009).

39. Helliwell, Layard, and Sachs (2016), chapter 3.

40. Note that incomes here do not include the benefits from public
services, which are better in richer countries.

41. On this issue, see Becchetti et al. (2013).

42. A modern example is Action for Happiness, www.actionforhap
piness.org.

Chapter 9. Happiness at Older Ages

1. Definitions of older age vary across agencies and in different
parts of the world. The ages of 60 and 65 are often used, but the World
Health Organisation used age 50 to define an older person in the Mini-
mum Data Set project. We do not adopt a strict definition in this chapter.

2. E.g., Stone et al. (2010).

3. Cheng, Powdthavee, and Oswald (2017).

4. Office for National Statistics. http://www.ons.gov.uk/peoplepop
ulationandcommunity/wellbeing/datasets/measuringnationalwellbe
inglifesatisfaction.

S. Steptoe, Deaton, and Stone (2015).

6. Steptoe, Breeze, et al. (2013).

7. The proportion of nonwhite participants in ELSA is very small
(2.1%).

8. Kahneman and Deaton (2010); Pinquart and Sorensen (2000).

9. Westerlund et al. (2009), Olesen et al. (2014).

10. Lamu and Olsen (2016).

Chapter 10. Family Income

1. See online Survey Details.
2. Income was measured at ages 3,4, 7, 8 and 11. The log figure is
the log of average income up to the relevant age.

270


http://www.ons.gov.uk/peoplepopulationandcommunity/wellbeing/datasets/measuringnationalwellbeinglifesatisfaction
http://www.ons.gov.uk/peoplepopulationandcommunity/wellbeing/datasets/measuringnationalwellbeinglifesatisfaction
http://www.actionforhappiness.org
http://www.ons.gov.uk/peoplepopulationandcommunity/wellbeing/datasets/measuringnationalwellbeinglifesatisfaction
http://www.actionforhappiness.org

Notes to Pages 155-158

3. This is true for both boys and girls. See online Table A10.1.

4. Duncan and Brooks-Gunn (1999).

5. For the United States see Yeung, Linver, and Brooks-Gunn
(2002) and Mistry et al. (2002). For the UK see Washbrook, Gregg,
and Propper (2014). Using the national survey of the Mental Health
of Children and Young People in Britain, 2004, Ford, Goodman, and
Meltzer (2004) showed that, cet. par., family income had no effect on
child mental health either on a cross-section of children or in explain-
ing changes over time.

6. Burgess, Propper, and Rigg (2004). Also income and self-esteem
are uncorrelated (Axinn, Duncan, and Thornton [1997]).

7. See online Descriptive Statistics, Table D.10.

8. For the gross effect and its breakdown see online Table A10.2,
which covers emotional, behavioral, and intellectual outcomes.

9. Blanden and Gregg (2004). The basic controls include the
child’s sex, ethnicity, separate dummies for the number of siblings in
the household, and controls for parents’ age group. For the effect of
financial problems in the NCDS (not holding income constant), see
Gregg and Machin (2000), who show significant effects on school at-
tendance and staying on at school.

10. See, for example, Blau (1999), Shea (2000), Maurin (2002), and
Hardy (2014) for evidence on the direct effects, and Guo and Har-
ris (2000), Yeung, Linver, and Brooks-Gunn (2002), and Washbrook,
Gregg, and Propper (2014) for the indirect effects of income on chil-
dren’s achievements. See Haveman and Wolfe (1995) for an excellent
summary of the multidisciplinary approaches taken in this context.

11. Related work has considered measures of economic conditions
other than income as determinants of child achievements. Variables
such as wealth or financial assets reflect economic security that can
reduce family stress and financial anxiety and promote child develop-
ment. Using data on family wealth—represented by the total assets val-
ues for the family in the past five years—and black-white test-score gaps
in children aged 3 and 12 in PSID data, the sociologists and demogra-
phers Wei-Jun Jean Yeung of the National University of Singapore and
Dalton Conley find that wealth plays no role in the test-score gaps of
preschool children but does so for in-school children (Yeung and Con-
ley [2008]). They also show wealth to be significantly correlated with
mediating factors such as parental warmth, parental activities with the
child, and the learning resources available at home. In another study
by the sociologists Youngmi Kim and Michael Sherraden, family assets
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are found to be strongly predictive of children’s educational outcomes
that include completion of high school and attainment of a college
degree (Kim and Sherraden [2011]). Including family assets into the
estimation of children’s educational outcomes also reduces the size of
the income effect and, in some cases, even renders it statistically insig-
nificantly different from zero.

12. Acemoglu and Pischke (2001).

13. Yeung, Linver, and Brooks-Gunn (2002).

14. Waldfogel, Han, and Brooks-Gunn (2002).

15. See Online Annex 10 on financial problems.

Chapter 11. Working Parents

1. This whole chapter is about work outside the home—referred
to for convenience as “work?”

2. Questionnaires at months 21, 33, 47, 61, 73, 97, 110, 122, and
134. The surveys at these ages ask whether the mother is currently
working or not. Unfortunately, for those who are not working we do
not know whether they are out of the labor force or are unemployed.
This means the analysis must follow the somewhat anachronistic logic
of working mothers and unemployed fathers.

3. It doesn’t. For explanation of decomposition, see Online An-
nex 3b.

4. McMunn et al. (2010). Mental health is measured by total SDQ.
The statement in the article relates to two-parent families.

5. Powdthavee and Vernoit (2013).

6. For a brief summary, see Layard and Dunn (2009),20-21. In the
UK see Sammons et al. (2014). In the United States see also Cooksey,
Joshi, and Verropoulou (2009) and Berger, Hill, and Waldfogel (2005).

7. This is also true at 11.

8. In future work we shall look at the effects when we do not con-
trol for income.

9. Using the BCS, see P. Gregg et al. (2005), and using EPE, Sylva
et al. (2004), and Sammons et al. (2014). By contrast for intellectual
development up to age 5, Ermisch and Francesconi (2013), using BHPS
linked data on parents and children, found a negative and statistically
significant maternal employment effect on intellectual problems up
to age five. One possible explanation is that they were able to take into
account both the unobserved heterogeneity that is common across sib-
lings and the endogeneity of mother’s choice to return to employment.
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In other words, they correct for the fact that some mothers who de-
cided to return to work early did so because of their preferences for
work and/or their children were well developed enough to allow them
to go back to work. With fixed effects and IV estimation, Ermisch and
Francesconi (2013) basically estimated the effect of an exogenous effect
of maternal employment (induced by regional and time variation in
aggregate female unemployment rates) on child’s outcome. In other
words, there will be mothers who returned to work not because they
are ready to, but because the opportunity cost of not going back is sim-
ply just too high for them.

10. Ruhm (2004) building on Waldfogel, Han, and Brooks-Gunn
(2002). See also Joshi and Verropoulou (2000) for the UK.

11. Becker and Tomes (1986); Duncan and Brooks-Gunn (1999);
Clark and Oswald (1994); Goldsmith, Veum, and Darity (1996); Powd-
thavee and Vignoles (2008); Gruber (2004); McLoyd (1989); Christof
fersen (1994); and S. Brown and Taylor (2008).

12. The standard errors in columns (1) and (2) exceed those in (3)
because we have GCSE scores for all children, from the National Pupil
Database, whereas there are a significant number of missing observa-
tions on emotional and behavioral outcomes at age 16.

Chapter 12. Parenting and Parents’ Mental Health

. See Plomin et al. (2013).
. Lykken (1999) and Caprara et al. (2009).
. Tellegen et al. (1988).
. See Plomin et al. (2013).
. Tienari et al. (1994).
. Bohman (1996) and Cadoret et al. (1995).
. See Plomin et al. (2013).
. Pluess (2015) and Okbay et al. (2016).
9. The same applies to all claims about the role of genes. In par-
ticular we should be wary of estimates offered of the “heritability” of a
trait. There are two problems here:

0 NN UL AW =

(i) These estimates assume that gene and environment effects are
additive (no gene/environment interaction). The trait (T) is thus
determined by T = G + E and VarT = VarG + VarE + 2Cov(G, E).
(i1) These estimates assume that the covariance term Cov(G, E)
reflects a causal impact of G on E and therefore heritability is
measured as (VarG + 2Cov[G, E])/VarT. However this implies a
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fixity in the correlation of genes and environment that it is the
specific aim of policy to unfix.

10. See Figure 1.5 (b).

11. Two exceptions are that premature children are recorded as (cet.
par.) happier at 11 and firstborn children as less happy at S.

12. See online Full Table 10.1, p. 4.

13. Presumably the mother matters more since she interacts more.
However the mother’s mental health is measured eight times up to
when the child is 11, while the father’s is measured only three times
until the child is 2. To see if this matters, we also focused on explain-
ing the child’s emotional health at §, using three observations on both
parents’ mental health. The difference between the effect of mother
and father remained as large as it is in Table 12.1. The same occurred if
we focused on explaining the child’s emotional health at 16, but using
only the first three observations on each parent’s mental health.

The mother’s mental health was measured using the Edinburgh
Post-natal Depression Scale (EDPS), and the father’s was tested using
the Crown-Crisp Experiential Index.

14. Johnston, Schurer, and Shields (2013) show this in the BCS.
Powdthavee and Vignoles (2008) use BHPS data to show how parent’s
emotional distress in year # produces a fall in the life-satisfaction of
their children aged 11-15 between years £ and 7 + 1.

15. O’Connor et al. (2002). See also Talge, Neal, and Glover (2007)
for a review on this issue. On the temporal effects of parents’ mood on
the mood of children, see Larson and Gillman (1999) and Downey,
Purdie, and Schaffer-Neitz (1999).

16. Aunola, Stattin, and Nurmi (2000); Dornbusch et al. (1987);
Lamborn et al. (1991); Steinberg et al. (1992).

17. The weights come from a principal component analysis.

18. There are no data on fathers’ behavior to the child, nor fathers’
involvement.

19. For results using the Millennium Cohort see Kiernan and
Huerta (2008). Age: three years old.

20. Heckman and Carneiro (2003) and Cunha and Heckman
(2007).

21. The table is for intellectual performance only, since for emo-
tional health and behavior the gross correlations are hardly any bigger
than the partial correlations shown in Tables 12.1 and 12.2.
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Chapter 13. Family Conflict

1. Epigraph quoted in Layard and Dunn (2009).

2. Office for National Statistics. http://www.ons.gov.uk/peoplepop
ulationandcommunity/birthsdeathsandmarriages/divorce/datasets/di
vorcesinenglandandwaleschildrenofdivorcedcouples.

Note that in the ALSPAC sample almost all the children lived ini-
tially with both biological parents. This is no longer the case, but in
our sample we are unable to study the impact of being born to a single
mother.

3. Duncan and Hoffman (1985); Weitzman (198S5).

4. See Amato and Keith (1991) and Amato, Loomis, and Booth
(1995) for the United States. Cherlin et al. (1991) also look at the UK.

S. See for example, Antecol and Bedard (2007); Bratberg, Elseth
Rieck, and Vaage (2014); Cooper et al. (2011); Ermisch, Francesconi,
and Pevalin (2004); Fronstin, Greenberg, and Robins (2001); Kiernan
(1997); and Prevoo and ter Weel (2015).

6. On this issue, see also Amato, Loomis, and Booth (1995); Han-
son (1999); and Jekielek (1998). We also reran Table 13.5 omitting as
controls both mother’s and father’s mental health—since these could
be affected by conflict and/or separation and thus act as mediating vari-
ables. When this was done the coefficients in the bottom line rose to

0.08 (.07) 0.11 (.08) 0.05 (04)

This interaction affect was thus larger but still not significant,
given the sample size.

7. NFPI (2000).

Chapter 14. Schooling

1. Hanushek (1970).

2. One could do a value-added calculation for each child charac-
teristic—by subtracting the score at 11 from the score at 16. But we
prefer to estimate a freely determined coeflicient, rather than imposing
a coeflicient of unity on the lagged dependent variable.

3. This estimate is an underestimate due to measurement error in
emotional health but an overestimate due to the omission of variables,
such as neighborhood effects.

4. (i) On class size and academic performance, using Tennessee’s
Project STAR, Hanushek (1999) found no effect of class size while
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Krueger (2003) found that the internal rate of return from reducing
class size from 22 to 15 students is around 6%. Using other data Hoxby
(2000) found no effect, while Angrist and Levy (1999) showed that re-
ducing class size induces a significant and substantial increase in test
scores for fourth and fifth graders (although not for third graders)
using the effects of Maimonides’ Rule.

(ii) On class size and noncognitive development, Fredriksson, Ockert,
and Oosterbeek (2013) and Dee and West (2011) discover some bene-
ficial effects of smaller classes in primary schools (often rural), which
persist over time, while Jakobsson, Persson, and Svensson (2013) found
none using data on mental health problems and well-being among ad-
olescents in Swedish schools.

S. Rockoff (2004), Aaronson, Barrow, and Sander (2007), Rivkin,
Hanushek,and Kain (2005), Kane and Staiger (2008), Chetty, Friedman,
and Rockoff (2014).

6. Fleche (2017).

7. See also Jackson (2012) and Araujo et al. (2016) for teacher ef-
fects on non-test-score outcomes.

8. In online Table A14.1 we replace the teacher’s name by the
measured characteristics and teaching practices of the teacher. These
have almost no explanatory power, except in the case of academic per-
formance, which is shown to respond to teachers’ emotional health,
self-esteem, and confidence in teaching their subject. There is however
no effect of teacher’s experience on academic performance (in line
with most other research, e.g., Hanushek [1971], but also see Rockoff
[2004]).

9. Chetty, Friedman, and Rockoft (2014); Rothstein (2010); Jacob,
Lefgren, and Sims (2010).

10. See Fleche (2017).

Chapter 15. Measuring Cost-Effectiveness
in Terms of Happiness

1. This assumes cardinality and comparability across people. For
evidence on comparability across people, see Layard (2010). On cardi-
nality, if a variable is cardinal, this means that the difference between
a score of x and (x + 1) is the same as the difference between a score of
yand (y + 1), whatever the values of x and y. The evidence on whether
happiness measures are truly cardinal is limited, but Krueger and
Schkade (2008) found that test-retest differences were independent of
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the level of reported happiness, which if generally true would support
cardinality.

2. For a more formal exposition, see online Annex 15.

3. We come later to the issue of what weight to give to the happi-
ness of different individuals. For the moment we can assume that we
simply add them up.

4. The position is more complicated when there are large mutu-
ally exclusive projects.

5. Produced by the National Institute for Health and Care Excel-
lence (NICE).

6. NICE has used a cut-off between £20,000 and £30,000—say
$35,000. This is the cut-off for a healthy life year. It is broadly in line
with the Department of Transport’s estimate of the human cost of a
fatality, which in 2008 was £1.65 million (see Deloitte LLP [2009], table
1). This value, though based on willingness to pay, presumably reflects
the discounted value of the remaining years of life of the typical traffic
accident victim. The US Department of Transportation uses a some-
what higher figure.

7. For the present we assume that one unit of LS equals 0.1 QALYs.
By questionnaires to the public, a team at Sheffield has established
that people are willing to sacrifice approximately ten units of life-
satisfaction for one more year of life at LS = 10.

8. Disposable income is about £20,000 per head, or say $20,000 x
1.5. Thus 0H/0Y = 0.2/(20,000 x 1.25) = 1/125,000.

9. See Chapter 2.

10. Kahneman, Ritov, and Schkade (2000).

11. We obtain the monetary value of some nonmonetary experi-
ence X by running a happiness equation (where H is happiness and
Y income), H = a,logY + a X. Then the equivalent variation of income
when X changes is given by AY =% AX.

12. According to Rawls (1971) we should simply focus on the very
bottom.

13. We ought to mention some other more data-intensive ap-
proaches that focus directly on misery. One approach is to focus specifi-
cally on negative emotion as measured by replies to questions like “How
sad/worried/frustrated/angry were you yesterday?” (For data on replies
to these questions see Helliwell, Layard, and Sachs [2012], chapters 2
and 3.) Alternatively we could use time-use data, where individuals are
asked about each episode in the previous day, with questions for each
episode about the extent of various positive and negative emotions. As
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Krueger and colleagues have proposed, we could then rate an episode
as miserable if the most powerful negative emotion was more powerful
than the most positive emotion (Krueger, Kahneman, Schkade, et al.
[2009]). From this we could find what fraction of the day each person
spent being miserable—what they called the person’s “misery” index
or U-index. And we could make the average misery index into our mea-
sure of social welfare. Such an exercise, however, is very data intensive
and requires the collection of time-use data.

14. These are real amounts (inflation adjusted).

15. Stern (2007) argues that 1.5% is too high.

16. See Broome (2004).

17. Layard and D. M. Clark (2014).

18. Ludwig et al. (2012); Ludwig et al. (2013); Kling, Ludwig, and
Katz (2005); Chetty, Hendren, and Katz (2016).

19. Data from Lawrence Katz of Harvard University.

20. Cattaneo et al. (2009).

21. Odermatt and Stutzer (2015).

22. Ward (2015).

Chapter 16. The Origins of Happiness

1. Layard and D. M. Clark (2014).

2. The figure is roughly 2% in the United States; see Table 2.2 and
online Descriptive Statistics. See also the Gallup Daily Poll.

3. Since the Phillips curve is nonlinear, economic fluctuations
lead to higher average unemployment rates over the cycle, if the in-
flation rate is not to increase. In addition, income growth adds less to
happiness than falls in income decrease happiness, De Neve, Ward, De
Keulenaer, et al. (forthcoming).

4. For a discussion of this complicated issue, see Chapter 3.

5. Now known as Understanding Society.

6. We use the cross-sections because the results of panel studies
are more biased toward zero by measurement error and by problems of
exact timing. The cross-sectional data are also somewhat biased toward
zero by measurement error but are biased away from zero by the omis-
sion of key variables.

7. The BHPS uses a range of 1-7, but these figures have been trans-
formed to a scale of 0-10. For the distribution of life-satisfaction in the
BCS, see Chapter 1.

8. 0.18 (0.7). See online Full Table 16.2.
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9. White and Edwards (1990). Buddelmeyer, Hamermesh, and
Wooden (forthcoming) show how stress is reduced when children leave
home.

10. A reduction of one point-year means one point less of life-
satisfaction for one year. From Figure 9.2, (0LS/0LON). 0, = 0.280, ¢

11. For example the impact of highest qualification over 60 years
would be (7.2-0.87) pointyears while that of emotional health would
be (10.8-0.04) point-years.

12. On the role of genes, see Chapter 12.

13. Of the worldwide variance of life-satisfaction across persons,
only 22% is between countries and 78% within countries (Helliwell,
Layard, and Sachs [2012],12).

14. See Helliwell, Layard, and Sachs (2017), figure 2.2. Other “top”
countries include Norway, Iceland, and Switzerland, and other “low”
countries include Tanzania and Burundi.

15. Easterlin, Morgan, Switek, and Wang (2012), and Easterlin,
Wang, and Wang (2017).
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