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Reliability and Validity of the Happiness Approach to

Measuring Preferences

Abstract
While the use of happiness data to estimate “utility” functions has some interesting advantages over stated
and revealed preferences methods and is growing in popularity, evidence on the reliability and validity of
the happiness approach to measuring preferences is lacking. Moving beyond the intuitive appeal of
estimating happiness functions, I draw on the literature in psychology on so-called psychometric quality
to examine the following two features of the happiness approach to measuring preferences: (i) do repeated
samples and different measures of happiness or subjective well-being (SWB) render similar preferences
(what is called reliability)?; and (ii)) do SWB-based preference measures relate to other measures that
capture similar constructs in a logical way (what is called construct validity)? Empirical evidence
indicates that SWB-based preferences exhibit high intertemporal, test-retest stability and are highly
consistent when measured using alternative indicators of SWB (reliability). Similarly, SWB-based
preferences relate to stated and revealed preferences measures of similar constructs in expected ways
(construct validity). Overall, I conclude that estimating happiness (“utility””) functions provides a reliable

and valid means for measuring people’s preferences.

Keywords: Heterogeneous preferences; revealed preferences; stated preferences; attitudes; subjective

well-being; happiness



1. Introduction

Building on advances in the study of happiness or, less colloquially, subjective well-being (SWB) (I
use the terms interchangeably), economists are increasingly using data on self-reported happiness and life
satisfaction to measure people’s preferences (Alesina et al. 2004; Clark et al. 2005; Di Tella and
MacCulloch 2005; Finkelstein et al. 2009, 2013; Van Hoorn and Maseland 2013). The idea is that SWB
data can be used to estimate a happiness (or “utility”’) function, where the estimated coefficients for the
determinants of happiness reflect people’s preferences. The happiness approach, in turn, has several
interesting advantages compared to more traditional revealed and stated preference approaches to
measuring preferences. Chief among these advantages is the method’s flexibility, particularly the
possibility of eliciting preferences towards states of affairs that cannot be affected by individual choice or
states of affairs that are not easily mimicked in a controlled laboratory setting (e.g., inflation,
environmental pollution) (Di Tella and MacCulloch 2006, 2008; Graham 2010). In addition, the method
involves minimum cognitive effort from respondents, as respondents do not need to think about any
choices that they make in the laboratory or contemplate their answers to a complex battery of stated
preferences survey items. Instead, respondents are only required to report on their own happiness levels;
the connection with other (macro-level or individual-level) determinants of SWB is made ex-post by
researchers seeking to study preferences concerning certain life domains or outcomes (Di Tella and
MacCulloch 2006). SWB-based preferences have thus been used to shed novel light on such issues as
partisan differences in preferences for inflation and unemployment (Di Tella and MacCulloch 2005) or
the long-standing debate on a distinct Protestant work ethic (Van Hoorn and Maseland 2013). The
method’s advantages and the potential of insightful applications notwithstanding, there is no systematic
assessment of the happiness approach’s ability to render meaningful measures of differences in people’s
preferences. Although the idea of estimating “utility” functions using SWB or happiness data has much
intuitive appeal, it remains unclear whether this method is really able to deliver.

To address this issue, I draw on psychology and its tradition of assessing the so-called psychometric

quality of the large variety of latent mental constructs studied by psychologists, for instance, general



intelligence or personality. The psychometric quality of an indicator or of a specific measurement method
or instrument comprises two features, reliability or precision and (construct) validity or accuracy (e.g.,
Thorndike 2004). I assess the reliability of the happiness approach by considering whether samples
collected at different points in time and using different indicators of SWB render similar preferences.
Similarly, I assess the validity of SWB-based preference measures by checking whether these measures
relate to other measures—specifically stated preferences measures and self-reported behavior—that
capture related constructs in a logical way. To make sure that my findings are relevant to the practice of
estimating happiness functions and to avoid personal biases tainting any data collected, my empirical
analysis draws on large-scale pre-existing data available from the European Social Survey (ESS) and, to a
lesser extent, the European Values Study and World Values Survey (EVS-WVS). These two surveys are
the source not only of data on different indicators of SWB needed to assess the reliability of SWB-based
preference measures, but also for self-reports of behavior and stated preferences measures needed to
assess the construct validity of SWB-based preference measures.

Results of a variety of empirical analyses provide strong evidence for the reliability and validity of the
happiness approach to measuring preferences. Concerning reliability, results indicate that SWB-based
preferences exhibit high intertemporal, test-retest stability and invariability with regard to the measure of
SWB (self-reported happiness or life satisfaction) that one employs to estimate the happiness function, as
the resulting preference measures are strongly correlated. Similarly, results show, among others, that
individuals whose SWB is hurt more by unemployment are looking for a job more intensively than are
individuals whose SWB is hurt less by unemployment, which indicates that SWB-based preference
measures indeed measure the construct they are supposed to measure. Overall, I conclude that the
happiness approach provides a reliable and valid means for researchers to measure differences in people’s
preferences.

Below, I first present some background information on the idea of psychometric quality or reliability
and validity of measures of latent constructs and on the happiness approach to measuring preferences.

Section 3 outlines my approach to assessing the reliability and validity of SWB-based preferences.



Section 4 presents details on the data that I use, both the indicators of SWB and the other measures used
in the empirical analysis. Section 5 presents the results of the analyses of the reliability and validity of
SWB-based preference measures, while Section 6 concludes.

Importantly, my concern in this paper is not with the question whether people’s choices or
consumption patterns tend to maximize their SWB (but see, for instance, Akay et al. 2015 and Benjamin
et al. 2012 for insightful contributions to this matter). Similarly, my concern is not with the reliability and
validity of indicators of SWB themselves, only with the use of such indicators in the measurement of
people’s preferences. To be complete, however, in Appendix A I also present a review of evidence on the

reliability and validity of SWB indicators instead of SWB-based measures of differences in preferences.

2. Background
2.1. Reliability and validity as components of psychometric quality

Matching psychologists’ tradition of measuring mental constructs through indirect methods, there is a
whole field in psychology called psychometrics that is concerned with assessing the quality of
measurement instruments and measured constructs. The field of psychometrics emphasizes two essential
features or psychometric properties of a particular indicator or measurement instrument. These are the
indicator’s reliability—the indicator’s consistency and its ability to give the same results in repeated
measurement, and the indicator’s (construct) validity—the extent to which the indicator is indeed able to
capture the construct it purports to measure. Reliability and (construct) validity are alternatively referred
to as precision, reproducibility, repeatability or variable error, and accuracy or constant error respectively.
Reliability and validity are the standard quality requirements for psychometric constructs and are
extensively dealt with in any textbook on measurement and methods in psychology (see, for example,
Thorndike 2004). The classic references are Cronbach and Meehl (1955) and the handbook on Standards
for Educational and Psychological Testing developed by the American Educational Research
Association, the American Psychological Association, and the U.S. National Council on Measurement in

Education (last revised in 2014). Together, the reliability and validity of a particular indicator reflect the



extent to which the indicator meaningfully captures an underlying trait or disposition. Applications of the
idea of reliability and validity run widely. Psychological and educational tests, for instance, are
extensively evaluated on criteria of reliability and validity. This holds for commonly used tests like those
aiming to measure individuals’ intelligence (IQ tests) or tests of school children’s mathematical and
verbal skills, including the American Scholastic Aptitude Test / Scholastic Assessment Test or SAT
Reasoning Test (now SAT).

Theoretically, reliability and validity are clearly distinct concepts. The difference is often explained
using a target analogy (Figure 1). Measurement is more valid or accurate the closer shots are to the actual
target center, the bull’s-eye. In addition, separate shots may well miss the target but, as a whole, they
clearly identify the target. The left-hand side of Figure 1 illustrates this understanding of validity.
Reliability or precision, on the other hand, refers to the variation in the various shots. The closer together
different shots are, the higher precision is. Even if the shots miss the actual target, if they are grouped
closely, precision is high. The right-hand side of Figure 1 illustrates this understanding of reliability. In
the target analogy, reliability is typically seen as a prerequisite for validity: if individual shots are not

close together, they cannot all be close to the bull’s-eye either.

<Insert Figure 1 about here>

Reliability and validity can be checked in various ways. An oft-used approach by which to judge
reliability is to look at so-called test-retest correlations. This test typically applies the same instrument to
measure a certain construct to the same set of subjects but at different occasions. The idea is that
reliability requires that separate measurements render the same variation in scores. Hence, if the
correlation between two different measurements is high, we can conclude that the instrument or indicator
is reliable. Another approach to assessing the reliability of an indicator is to look at its internal
consistency. If multiple items or measured scores are used to capture a particular underlying construct, the

interrelatedness of the separate items or scores can be used to say something about the reliability with



which this construct is measured. An indicator is only deemed reliable if the separate items are strongly
correlated, evidencing high internal consistency. A specific test is to calculate Cronbach a (Cronbach
1951) for a set of items and compare the resulting score to standard criteria in the psychometric literature
(e.g., DeVellis 2012; Kline 2000; Nunnally and Bernstein 1994).

Tests of validity, not unlike the concept of validity itself, come in diverse forms. For practical
purposes, validity is often divided in different types of validity with accompanying tests. Two of the most
prominent types are convergent validity and discriminant validity. Convergent validity refers to the
correspondence between the indicator of interest and other indicators purporting to measure the same
construct. If the measure of interest is to have convergent validity the results obtained should converge on
the results obtained using these other measures. Discriminant validity considers how well the indicator
correlates (or, usually, fails to correlate) with measures that capture something different.

In practice, it is not always possible to draw a clear distinction between reliability and validity. As a
guideline, reliability checks tend to involve measuring the same construct using the same method.
Validity checks on the other hand tend to involve either different constructs or different methods or both.
Construct validity, for instance, is assessed by looking at the relationship between the original indicator
and some other measure of the same construct but obtained using a different measurement method. For
discriminant validity, the measured constructs differ and occasionally the method as well, although the
test does not require use of different methods. Still, even with these guidelines in mind, the distinction
between reliability and validity can be difficult to make. On the other hand, in many cases drawing a clear
distinction is actually not particularly relevant, which is also the case for the analysis presented in this
paper.

Finally, in strict terms, reliability and validity are properties of a particular measurement method or
instrument and not of the indicators or scores obtained by using a particular instrument or a particular
measurement approach. For my purpose, however, we can rely on the intuitive understanding of
reliability and validity as essential properties either of SWB-based preferences or of the happiness

approach to measuring preferences.



2.2. Measuring differences in preferences using happiness data

Economists’ intuitive, non-formal understanding of preferences is as tastes, which involves mental
entities including people’s attitudes and goals but also the criteria by which they evaluate outcomes or
different states of affairs (Hirschman 1984; Kahneman et al. 1999; Kahneman and Sugden 2005;
Rubinstein 2006). In the context of choice, people choose the alternative they like the most, the
alternative from which they expect to derive most utility. The intuitive understanding of preferences is not
dependent on actual choice, however, as when a person likes Picasso’s earlier work better than his later
work, has an attitude towards past events or has a favorite color or animal. Following the intuitive
understanding of preferences as tastes, measuring preferences is about finding out what people like and
how much and what a particular outcome or state of affairs means to them.

The happiness approach to measuring preferences fits the intuitive understanding of preferences as
tastes or the liking or valuing of something. Working backwards from an indicator of individuals’ well-
being, it is possible to say something about people’s preferences. The only thing that a researchers needs
to do is to relate measured well-being, specifically measured SWB, to factors affecting this well-being,
which can be any number of things or states of affairs, individual factors such as income or employment
status or country-level variables such as inequality or inflation (Di Tella and MacCulloch 2006). The
estimated coefficients for the factors affecting SWB—Iarge or small, positive or negative—show how
much certain people like or dislike / value or disvalue something in terms of its contribution to their well-
being. Moreover, estimating SWB or happiness functions for different groups allows one to measure
differences in preferences between these groups, as reflected in differences in the estimated coefficients.

Theoretically, the happiness approach and the idea of SWB-based preferences are grounded in the
work of Daniel Kahneman and collaborators on experienced utility (Dolan and Kahneman 2008;
Kahneman 1999, 2000; Kahneman and Sugden 2005; Kahneman and Thaler 1991, 2006; Kahneman et al.
1997). Kahneman and co-authors distinguish between experienced utility—the “hedonic quality” of an

outcome—and decision utility—the “weight of an outcome in a decision” (Kahneman et al. 1997: 375).



Indicators of SWB (e.g., self-reported happiness or life satisfaction) can be seen as measures of
experienced utility (Alesina et al. 2004; Di Tella and MacCulloch 2005; Helliwell and Barrington-Leigh
2010; Rabin 1998; Van Hoorn et al. 2010) so that SWB data can be used to estimate the shape and
content of “experienced utility functions.”

As mentioned in the introduction, there is a growing literature applying the happiness approach to
study people’s preferences, particularly systematic differences in preferences between groups of people.
Some of the preferences most studied by economists using SWB data—most often self-reported life
satisfaction—concern the preferences for equality and for income. The different groups of people
considered in these studies include different countries (notably Europe versus the U.S.), political left-
wingers versus political right-wingers, and people in poor health versus people in good health.' Alesina et
al. (2004) estimate heterogeneous happiness functions to shed light on differences in the size of the
welfare state between Europe and the United States and on partisan preferences. They report that
inequality has a larger negative effect on SWB in Europe than in the U.S. and that left-wingers are hurt
more by inequality than right-wingers are but only in Europe. Partisan differences are also reported by Di
Tella and MacCulloch (2005). They test models of partisan business cycles and find that the happiness of
left-wing (right-wing) individuals is lowered more by unemployment (inflation) than by inflation
(unemployment). Di Tella et al. (2010) report further left-right differences in the preference for social
status and income. Lelkes (2006) and Finkelstein et al. (2009, 2013) are some other SWB-based studies of

differences in the preference for income. The former reports that the effect of economic variables

" To be complete, SWB-based preferences have also been used in valuation exercises that seek to put a
price tag on (environmental) externalities and other such public (dis)amenities lacking a market valuation
(e.g., Van Praag and Baarsma 2005). Such exercises are not concerned with studying preferences per se,
however, but with estimating the effect of a particular externality on individuals’ SWB and comparing the
size of this effect with the SWB effect of income as a way of calculating the cost of the externality in the

absence of market demand information.



including income on happiness is smaller among the religious than among the non-religious. Finkelstein
et al. (2009, 2013) use SWB-based preferences to examine the health-state dependence of the utility
function. They find that the marginal utility of consumption, as measured by the effect of an individual’s
consumption on his or her happiness rating, declines with deteriorating health.

Other applications of the happiness approach have considered a Communist legacy in the preferences
of (former) East and West Germans (Van Hoorn and Maseland 2010) and religious differences in the
preference for having a job, specifically the existence of a distinct Protestant work ethic (Van Hoorn and
Maseland 2013). Meanwhile, resembling the latter cross-country analysis, (cross-cultural) psychologists
have combined SWB-based preferences with measures of differences in national culture, specifically
individualism versus collectivism, in large-scale studies of cultural differences in, among others, the
effect of marriage on individuals’ happiness (Diener et al. 2000). Finally, it is good to note that the
happiness approach is flexible enough to consider differences in preferences towards certain self-assessed
mental states and not only preferences towards objectively observable outcomes. Diener and Diener
(1995), for instance, use SWB data to study cultural differences in the preference for self-esteem, while
Van Praag et al. (2003) consider group differences in the effect of satisfaction with certain life domains—
for instance “satisfaction with work™ or “satisfaction with household income”—on overall life

satisfaction.

3. Assessing the psychometric quality of SWB-based preferences

Following the above discussion of psychometric quality, my assessment of the happiness approach’s
ability to render meaningful measures of preferences focuses on the reliability and validity of the
preference measures obtained from estimating happiness functions for different groups of people. In this
assessment, SWB-based preferences are reliable if differences in preferences between groups are
consistent across different applications of the happiness approach. Similarly, SWB-based preferences are

valid if they uncover the same kind of differences in preferences between selected groups as alternative



preferences measures do, specifically self-reports of behavior (revealed preferences) and stated-
preference measures.

At the heart of my reliability and validity assessments is of course the estimating of a happiness
function for different groups. In line with Alesina et al. (2004) and Van Hoorn and Maseland (2013),
among others, for my assessment of the reliability of SWB-based preferences 1 consider differences in
preferences between countries, which is a standard variable collected in many of the most popular surveys
of SWB. For my assessment of the validity of SWB-based preferences, in contrast, I use data on the
alternative preferences measures—available from the same surveys—to classify individuals as belonging
to distinct groups. This way, I can check whether differences in the estimated happiness functions for
these various groups coincide with the differences in preferences expected for these groups, given prior
information on their self-reported behaviors and stated preferences. Moreover, it should be clear that the
choice for the specific groups considered for my validity analysis is motivated by pragmatic
considerations, namely the availability of survey items of self-reported behaviors and stated preferences
covering the same domain. In similar fashion, while the set of preferences that can be studied using
happiness data is broad, I have selected to focus my reliability and validity assessments on the preference
for work. Again, the reason is pragmatic, as this particular preference domain has the matching measures
of self-reported behaviors and stated preferences that I need to check whether SWB-based preference
measures relate to other measures that capture related constructs in a logical way. At the same time,
though, focusing on SWB-based preferences for work is far from unreasonable, given that the well-being
effect of having a job versus being unemployed and differences in SWB-based preferences for work have
been widely studied in the happiness literature (Clark and Oswald 1994; Hetschko et al. 2014; Van Hoorn

and Maseland 2013; Winkelmann and Winkelmann 1998).

3.1. Approach to assessing the reliability of the happiness approach to measuring preferences
My approach to assessing the reliability of the happiness approach to measuring preferences involves

two different ways of considering the consistency of preferences measured using SWB data. First, I



consider test-retest correlations of SWB-based preferences, meaning that I compare country differences in
preferences measured at different times. If the happiness approach is reliable, SWB-based preferences
measured at different times should result in a more or less similar picture of differences in preferences (of
course assuming that preferences do not change radically over time). To make this assessment of the test-
retest stability of SWB-based preferences, I examine a set of countries for which citizens have been asked
about their well-being as well as several other features of their lives, notably their employment status, in
different years. The first step of the assessment, then, is to divide the complete sample in an earlier
subsample and in a later subsample. The second step is to estimate cross-country differences in the SWB
effect of (not) having a job for each of these two subsamples. Finally, I calculate correlations between the
country scores obtained for these two subsamples, where stronger correlations testify to higher test-retest
stability and hence to higher reliability of the happiness approach to measuring preferences.

As a second way of assessing the reliability of the happiness approach to measuring preferences, |
experiment with different indicators of SWB used in estimating the “utility” functions for the different
countries in the analysis. Two common indicators of SWB are self-reported happiness and life satisfaction
where especially the latter SWB indicator has been much used by economists to measure preferences
(Clark et al. 2005; Di Tella and MacCulloch 2005). As mentioned in the appendix on measures of SWB,
SWB comprises a cognitive and an affective component where life satisfaction is more associated with
the cognitive component and happiness is more associated with the affective component (Diener et al.
1999). These differences between self-reported happiness and life satisfaction notwithstanding, I think
that considering the correlation between preferences measured using these alternative SWB indicators
helps shed light on the happiness approach’s ability to render meaningful measures of people’s
preferences. The more consistent SWB-based preference measures are across different SWB indicators
(what I label cross-indicator consistency), the more confidence we can have in these measures’ reliability.

Meanwhile, a generic question regarding both these reliability assessments is how strong the
intertemporal (test-retest) and cross-indicator correlations need to be before we can conclude that SWB-

based preferences are indeed reliable. The psychometric literature does not provide a direct answer to this
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question, only indirectly through established criteria for internal consistency / Cronbach a. My adaptation
of these criteria is to calculate Cronbach a for the combination of the two different measures of SWB-
based preferences that I obtain using either the earlier and the later subsample or the two alternative
indicators of SWB. Theoretically, scores on Cronbach o can range between O and 1, where a score of 0
means that all variation in a particular measure is attributable to error while a score of 1 indicates that
there is no variation in this measure that is due to error. Common interpretation of different values of
Cronbach a are that o below 0.5 means unacceptably low internal consistency, that o > 0.5 and o < 0.6
means poor internal consistency, that o > 0.6 and a < 0.7 means questionable internal consistency, that o
> 0.7 and a < 0.8 means respectable internal consistency, that o > 0.8 and o < 0.9 means very good
internal consistency and that o > 0.9 means excellent internal consistency (DeVellis 2012; Kline 2000;
Nunnally and Bernstein 1994). Following these guidelines, I judge Cronbach o above 0.7 to mean that
SWB-based preferences have sufficient test-retest stability or cross-indicator consistency to conclude that
the happiness approach to measuring preferences is reliable. Still, as picking a threshold value for
Cronbach a as a criterion remains subjective, in my results section I not only present Cronbach ao’s but
also correlations between the different measures of country differences in the preference for work, thus

facilitating readers to make their own assessment.

3.2. Approach to assessing the validity of the happiness approach to measuring preferences

My assessment of the validity of SWB-based preferences involves checking whether group differences
in the preference for work coincide with group differences in the preference for work measured using
either stated preferences or self-reported behavior (revealed preferences). The first step in this assessment
is to use individuals’ answers to a stated preference item concerning the importance of having a job or a
self-reported behavior to distinguish two groups of individuals, individuals with a strong preference for
work versus individuals with a weak preference for work. The second step is to estimate a happiness
function for the two groups thus identified and the third step is to compare the estimated coefficients for

these two groups. If SWB-based preferences are valid, the SWB effect of not having a job should differ
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substantially between these two groups in a way that is consistent with the ex-ante distinction between
having a strong versus a weak preference for work. Absent such differences, we may question the validity
of SWB-based preferences (i.e., the ability of SWB-based preferences to capture the construct they are
supposed to measure). The exact survey items that I use to make the distinction between groups required
by my approach to assessing the validity of SWB-based preferences are presented in the next section.
More information on these surveys and data sets is available from the surveys’ respective websites,

http://www.europeansocialsurvey.org and http://www.worldvaluessurvey.org.

4. Data and measures
4.1. Sources of data and samples

Data for my analysis come from the European Social Survey (ESS) and, to a lesser extent, the
European Values Study and World Values Survey (EVS-WVS). Both these data sets are widely used in
happiness research and include data on SWB, as well as various other characteristics of individuals,
including whether they have a job or are currently unemployed. To assess the reliability of SWB-based
preferences, I rely exclusively on data from the ESS. The reason is that the ESS has collected data for
representative national samples for a variety of countries at regular, two-year intervals since 2002. My
assessment of the validity of SWB-based preferences on the other hand uses data from both surveys, as
the ESS includes a relevant item on job search behavior, while the EVS-WVS includes a relevant item
asking respondents how important they think it is to have a job. The specific data sets that I use are the
cumulative data files that cover Waves 1-6 of the ESS and Waves 1-5 of the combined EVS and WVS
data sets respectively (European Social Survey 2014; European Values Study Group and World Values
Survey Association 2006; World Values Survey Association 2009). However, depending on data
availability, the sample of individuals that ends up being used in the analysis is typically smaller. For the
assessment of the test-retest stability of SWB-based preferences, I limit the sample to countries that have

been included in all six waves of the ESS, starting in 2002 and ending in 2014. As a result, my reliability
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assessment covers between 16 and 32 countries. Similarly, the stated-preference measure needed for my

validity assessment has only been included in Waves 3 and 5 of the EVS-WVS.

4.2. Measures
4.2.1. Subjective well-being

Both the ESS and the EVS-WVS measure SWB using standard questionnaire items. As an illustration,
the ESS life satisfaction item reads: “All things considered, how satisfied are you with your life as a
whole nowadays?,” while the EVS-WVS life satisfaction items reads: “All things considered, how
satisfied are you with your life as a whole these days?” Importantly, and as indicated, there is a great deal
of evidence indicating that SWB measures such as those included in the ESS and EVS-WVS are able to

render meaningful indicators (see Appendix A for a review).

4.2.2. Stated preference measures and self-reported behavior involving the importance of having a job

The stated-preference item that I use to measure the importance that different groups of people attach
to having a job is provided by the EVS-WVS. Specifically, Waves 3 and 5 of the EVS-WVS include an
item asking respondents whether they agree with the statement that “To fully develop your talents, you
need to have a job.” The answering scale for this item comprises five possible answers: 1 Strongly agree;
2 Agree; 3 Neither agree or disagree; 4 Disagree; 5 Strongly disagree. To create the two groups needed
for my validity assessment, I take a group comprising all individuals that indicated that they agree
strongly with this statement and a group of individuals that did not indicate agreeing strongly with this
statement. If SWB-based preferences are valid, I expect that (not) having a job has a significantly stronger
effect on SWB in the former group compared to the latter group.

The self-reported behavior that I use to measure the importance that different groups of people attach
to having a job is provided by the ESS item asking individuals about their daily activities during the last
seven days. This item asks individuals whether they were engaged in paid work, in education, retired,

unemployed and looking for a job or unemployed and not looking for a job, among others. The latter two
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answer categories are relevant to my analysis, as job search behavior can be seen to represent a revealed
preference for having a job. Given that unemployed individuals that are looking for a job seem to have a
stronger preference for work, I expect that for this group of individuals the negative SWB gap with
individuals in paid work is larger compared to the size of this SWB gap for individuals that are not
looking for a job. If SWB-based preferences are valid, unemployed individuals that are looking for a job
should experience greater disutility or unhappiness from not having a job than individuals that are not

looking for a job do.

4.2.3. Employment status

The final measure in my analysis of the reliability and validity of SWB-based preferences concerns
having a job versus being unemployed as a factor affecting people’s SWB. In the analyses that draw on
data from the ESS, I construct this measure by using the item asking individuals about their daily
activities described above. To create a dummy variable of employment status, I only consider individuals
that are either in paid work or unemployed, meaning that I exclude individuals that are engaged in other
activities such as education or retirement. Hence, the generic distinction that I make is between
individuals with a job versus individuals without a job. On the other hand, as just discussed, for my
validity assessment I create two distinct dummy variables, one dummy variable that distinguishes
between employed individuals and unemployed individuals that are not looking for a job, and one dummy
variable that distinguishes between employed individuals and unemployed individuals that are looking for
a job.

For the analysis that involves EVS-WVS data, I draw on the EVS-WVS item asking individuals about
their employment status. In this case, I only consider individuals that indicated that they are employed
full-time versus individuals that indicated that they are unemployed, meaning that I exclude, among

others, individuals that are self-employed, part-time employed or retired.

5. Results

14



5.1. Is the happiness approach reliable ?

Table 1 present the results of the assessment of the reliability of SWB-based preferences, focusing on
measured country differences in the preference for work. Results are presented in the form of a
correlation table covering combinations of SWB-based preferences for work that are measured either
using different indicators of SWB (satisfaction or happiness) or using SWB data collected at different
intervals (2002-2006 versus 2008-2014). Hence, the results in Table 1 testify both to the test-retest
stability of SWB-based preferences and to their consistency across alternative indicators of SWB (cross-

indicator consistency).

<Insert Table 1 about here>

Results show that SWB-based preferences perform well both on cross-indicator consistency (Row 1,
Column 1) and on intertemporal stability (test-retest correlation) (Rows 2-3, Columns 2-3). In all cases,
Cronbach a is well above 0.7, my chosen threshold. In fact, Cronbach a’s tend to be closer to 0.9 or
higher. Correlations between the different preference measures are similarly strong. In comparison, test-
retest correlations of 0.5 have been deemed sufficient for the purpose of measuring differences in cultural
values between countries (Hofstede 2001: 53). Hence, the evidence convincingly demonstrates the

happiness approach’s ability to render reliable preference measures.

5.2. Is the happiness approach valid?

Based on the above evidence on the reliability of the happiness approach to measuring preferences,
SWB-based preferences appear to be measuring something meaningful. Indeed, it seems unlikely to find
such strong evidence of test-retest stability and cross-indicator consistency if the underling preference
measure did not contain any information. Still, it is valuable to examine what exactly is measured by
differences in the SWB effect of (not) having a job, which is the purpose of assessments of construct

validity.
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<Insert Tables 2a and 2b about here>

Tables 2a and 2b present the results of my validity assessment, comparing the SWB effect of
unemployment across groups with different stated (Table 2a) and revealed preferences (Table 2b) for
having a job. In general, we would expect that individuals that have claimed that having a job is important
or whose self-reported behavior reveals a comparatively high dislike of being unemployed will
experience significantly greater disutility from not having a job. And this is borne out by the results,
which suggest that the disutility gap between groups with different stated and revealed preferences for

work can be as high as 15% (0.199/ 1.27).

5.3. Discussion

Taken together, the above results provide strong evidence that the happiness approach is able to
deliver, rendering meaningful measures of differences in people’s preferences. However, a limitation of
the above analysis is that the evidence concerns only the preference for work. Hence, a possible objection
to this conclusion is that the reliability and validity of SWB-based preferences may not generalize to
preferences concerning other domains. I agree that, in principle, the evidence presented until now cannot
show the universal reliability and validity of SWB-based preferences. However, I also cannot come up
with any theoretical rationale as to why my results would only hold for the domain of work but not for
SWB-based preferences concerning other domains. Nevertheless, some supplementary evidence would
strengthen our confidence in the happiness approach’s generic ability to render meaningful measures of
people’s preferences.

Unfortunately, the available data only allow me to provide such evidence for the reliability of the
happiness approach and not for the method’s validity. The reason is that assessing the validity of SWB-
based preferences concerning domains other than work requires matching stated preference measures and

self-reported behaviors that are simply not available from the same kind of large-scale pre-existing
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surveys as used for my main analyses. However, focusing on reliability only, it is possible to assess the
happiness approach’s generic ability to render meaningful measures of preferences also concerning other

domains.

<Insert Tables 3a-3d about here>

Tables 3a-3d present results on the test-retest stability and cross-indicator consistency of SWB-based
preferences for the following four outcomes / states of affairs: intensity of social activities, social status,
work-life balance, and self-esteem. The reason for selecting these specific factors is that they have been
widely studied in the SWB literature (e.g., Boyce et al. 2010; Di Tella et al. 2010; Diener and Diener
1995; Diener et al. 1999) and that they are available in multiple waves so as to allow measurement of
country differences in SWB-based preferences at different points in time. Appendix B presents details on
the measurement of these four variables and the survey items used, all of which have been included in
two or more waves of the ESS. Bottom line is that Cronbach o’s for SWB-based preferences concerning
these other domains tend to be high as well, typically well above the 0.7 threshold. Hence, the results for
these four selected factors strongly support the idea that SWB-based preferences are indeed universally
reliable (and valid). In fact, Cronbach a’s are frequently higher than those found for the preference for
work (cf. Table 1), suggesting that my earlier results may have been conservative. Overall, there is broad
evidence that SWB-based preferences contain systematic information and are able to measure meaningful

differences between groups of people.

6. Concluding remarks

Does the happiness approach to measuring preferences render reliable and valid measures of
preferences? Although economists are increasingly drawn to the idea of using data on subjective well-
being (SWB) to estimate happiness or “utility” functions, measuring preferences this way only makes

sense if the resulting measures are in fact meaningful. However, evidence on the reliability and validity of
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the happiness approach to measuring preferences is lacking, the method’s intuitive appeal
notwithstanding. To fill this gap, this paper has drawn on standard methods for psychometric quality
assessment in psychology to examine two key features of SWB-based preferences. The first feature,
fitting the idea of reliability or precision, concerns the happiness approach’s ability to render similar
preferences across repeated samples and different SWB indicators. The second feature, fitting the idea of
(construct) validity or accuracy, concerns the happiness approach’s ability to render preference measures
that relate to other measures that capture similar constructs, specifically stated preferences measures and
self-reported behavior (revealed preferences), in a logical way. Empirical results indicate that the
happiness approach to measuring preferences does well on both these counts. SWB-based preferences
exhibit high intertemporal, test-retest stability and are highly consistent across different indicators of
SWB used. Similarly, SWB-based preferences relate to stated and revealed preferences measures of
similar constructs in expected ways. Hence, the conclusion that estimating happiness (“utility””) functions
provides a reliable and valid means for measuring people’s preferences.

Still, though, there are features of the happiness approach to measuring preferences that are not
assessed in this paper but that would warrant attention when using SWB data to measure preferences.
Notably, the method of measuring preferences using SWB data would benefit quite a bit from having
sufficiently large samples to estimate the happiness function. The reason is that having more observations
enables more reliable estimation, which, in turn, will improve the psychometric quality of the preference
measures obtained. Hence, even though the happiness approach is able, in principle, to render reliable and
valid measures of preferences, there is no guarantee that it will always be able to do so in practice. My
goal here is not to discourage application of the happiness approach to measuring preferences. However, I
do think it valuable practice for studies of SWB-based preferences to consider, for instance, the

consistency of empirical results across different SWB indicators as a matter of course.

Appendix A: Psychometric quality of measures of subjective well-being
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As mentioned, this paper is not concerned with the psychometric quality of indicators of SWB but in
the use of these indicators in the measurement of people’s preferences. Nevertheless, to be complete, I use
this appendix to present a brief review of the evidence on the reliability and validity of SWB indicators,
adding a discussion of important related findings. Further surveys of assessments of the psychometric
quality of SWB indicators can be found in Diener (1994), Diener et al. (1999), Frey and Stutzer (2002),
Helliwell and Barrington-Leigh (2010), Kahneman and Krueger (2006), Nettle (2005), Layard (2005),

and Van Hoorn (2008), among others.

Reliability of measures of subjective well-being

The reliability of SWB indicators has mostly been assessed by looking at test-retest correlations. This
research finds that minor differences in circumstances and technical features of the specific questionnaire
used can have a significant impact on reported levels of SWB (see Schwarz and Strack 1999: 62).
Correspondingly, the test-retest correlation for single-item measures often does not exceed 0.60 when the
same question is asked twice during a one-hour interview (ibidem; see also Andrews and Withey 1976).
Kahneman and Krueger (2006: 7) report a test-retest correlation of 0.59 in a sample of 218 respondents
interviewed and re-interviewed two weeks apart. Veenhoven (1996: 6) discusses the effect of the lag
between times of asking on test-retest correlations. If respondents are asked twice in the same interview
correlations are approximately 0.70; if the lag spans a week, test-retest correlation drops to about 0.60. He
points out, however, that people seldom make large moves, e.g., from “satisfied” to “dissatisfied.”
Finally, a detailed study by Ehrhardt et al. (2000) examines panel data for Germany for the period 1984-
1994. They find that at the start of the sample period the year-to-year correlation was 0.45 but that, for
unknown reasons, it gradually increased to 0.54.

In general, the reliability of SWB measures as evidenced by test-retest correlations is lower than that
found for common microeconomic variables such as personal income (Krueger and Schkade 2008). It
appears to be more similar to the reliability of other subjective measures such as self-reported health (see,

for example, Crossley and Kennedy 2002; Stewart et al. 1988; VanderZee et al. 1996). Next to the lag

19



between times of asking (for example one hour or two weeks), the specific measurement scale used also
affects test-retest correlation, however. Studies show that more advanced measures such as multi-item
scales produce more reliable SWB scores (see the overview in Krueger and Schkade 2008). Finally, the
reliability of SWB indicators tends to vary with the specific component of SWB that is being measured.
SWB comprises an affective component that is more closely associated with happiness and involves the
presence/absence of positive and negative affect, and a cognitive component that is more closely
associated with satisfaction and involves a conscious, information-based assessment of one’s life (Diener
et al. 1999). Indicators targeting the affective part of SWB appear to have lower test-retest correlations
than indicators aiming to measure the cognitive part. Thus, measures of happiness tend be more
susceptible to whimsical circumstances—the outcome of a soccer match and the weather, whether it is
rainy or sunny, are famous examples (Schwarz and Strack 1999: 62)—than are measures of life

satisfaction (Krueger and Schkade 2008).

Validity of measures of subjective well-being

The many available literature surveys (see above) testify to the attention SWB researchers have paid to
the validity of their key empirical construct. The conclusion of the surveys is that indicators of SWB are
quite valid. Table A.1 presents a brief overview of some commonly cited evidence on the validity of

measures of SWB.

<Insert Table A.1 about here>

The apparent pervasiveness of research validating measures of SWB notwithstanding, the indicators
have also received much criticism. Very often this criticism is based on the above-mentioned finding that
whimsical (and relatively minor) circumstances like the outcome of a soccer match can have an impact on
the level of SWB people report (Schwarz and Strack 1999: 62). The errors generally seem to be of a

random rather than a structural nature, however, working both to increase and decrease SWB scores.
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Consequently, the measuring instrument is unlikely to be systematically biased. Indeed, using large
enough samples would go a long way in addressing possible problems introduced by contextual factors
influencing the reported level of SWB (cf. Di Tella and MacCulloch 2006: 29; Krueger and Schkade

2008: 1843).

More on the meaning of subjective well-being

The findings from the SWB literature presented above support the conclusion that SWB measures are
meaningful. There is less evidence about the meaning of these measures, other than that they are
capturing something important, however. SWB remains largely an abstract concept. Some additional
research goes some way in tackling this issue, however. Notably, by now, there is a substantial body of
research that relates SWB to human physiology and brain activity. Levesque et al. (2003), for example,
applied functional magnetic resonance imaging (fMRI) to analyze the neuroanatomical correlates of sad
feelings in healthy children. Measured brain activity indicated that sad feelings are associated with
significant bilateral activations of the midbrain, the medial prefrontal cortex, the anterior temporal pole
and the right ventrolateral prefrontal. Ryff et al. (2004) present some preliminary findings indicating that
people with higher SWB (specifically more meaning, purposeful engagement et cetera in their lives) have
lower levels of daily salivary cortisol and pro-inflammatory cytokines. In addition, for these individuals
the duration of REM sleep is longer than for individuals with lower levels of reported SWB. Urry et al.
(2004) administered SWB questionnaires to people prior to analyzing their brain activity. A higher level
of reported SWB was associated with greater left than right superior frontal activation. Steptoe et al.
(2005) report that positive affect is associated with reduced neuroendocrine, inflammatory and
cardiovascular activity. Positive affect also has a negative relationship to cortisol output during the day
(controlling for other factors such as age and gender) and heart rate. During mental stress testing in the
laboratory, people with higher positive affect had smaller plasma fibrinogen stress responses. Finally, a
study by Rainville et al. (2006) finds that basic emotions are associated with distinctive patterns of cardio-

respiratory activity.
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This and other work on the physiological aspects of SWB tells us that SWB is not merely a construct
that exists within people’s minds. Rather, variations in SWB manifest themselves in observable
biophysical phenomena as well as in people’s self-reports. One can judge indicators of SWB meaningful

also because they correlate with objective variables that have a solid biological foundation.

Appendix B: Measurement of factors affecting happiness used for supplementary analyses

<Insert Table A.2 about here>
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Table 1
Consistency of differences in the preference for work.

Consistency across indicators of
subjective well-being

Intertemporal (test-retest) stability

Column 1 Column 2 Column 3
Country satisfaction effect of Country satisfaction effect of Country happiness effect of having
having a job having a job, 2002-2006 a job, 2002-2006
Country happiness _
Row 1 effect of having a job 0=0541
r=0.907
[n=32]
Country satisfaction _
Row 2 effect of having a job, (: _ gg;g
2008-2014 [n=16] -
Country happiness
. . o=0.878
Row 3 effect of having a job, = 0787

2008-2014 [n=16]

Notes: Table reports Cronbach o’s and correlation coefficients for differences in the SWB effect of work in different countries. The number of
countries/observations is in square brackets. Main results concerning the test-retest stability and cross-indicator consistency of measured country
differences in the preference for work are in bold and underlined respectively. The analysis of cross-indicator consistency (Row 1, Column 1)
involves all 32 countries included in one of the six waves of the ESS (2002-2014): Austria, Belgium, Bulgaria, Croatia, Cyprus, Czech Republic,
Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Iceland, Ireland, Israel, Italy, Lithuania, Luxembourg, Netherlands, Norway,
Poland, Portugal, Russia, Slovakia, Slovenia, Spain, Sweden, Switzerland, Turkey, Ukraine, and U.K. The 16 countries included in the analysis of
test-retest stability (Rows 2-3, Columns 2-3) are all the countries that have been surveyed in each of the six waves of the ESS: Belgium, Denmark,
Finland, France, Germany, Hungary, Ireland, Netherlands, Norway, Poland, Portugal, Slovenia, Spain, Sweden, Switzerland, and U.K. The
country scores underlying the results in this table are obtained by modeling SWB as a function of having a job or not, separately for each country

in the sample. Individual-level data used are from the ESS.

29




Table 2a
Differences in the disutility of unemployment between groups with different stated preferences for having
a job.

Gr.oup s Group 2: Disutility difference:
Job crucial to develop Job not needed to Gr 1-Gr 2
talent develop talent oup oup
Unemployed (1=yes) -1.27 (0.04) -1.07 (0.03) .0.199
Intercept 6.73 (0.02) 6.90 (0.01) [SE : 0.048]
No. of observations 20,532 41,366 ’

Notes: Table reports estimated coefficients with standard errors in parentheses. Group 1 comprises
employed and unemployed individuals that all indicated to agree strongly with the statement that having a
job is needed to develop one’s talents. Group 2 comprises employed and unemployed individuals that did
not agree strongly with the statement that having a job is needed to develop one’s talents. Dependent
variable in regression equation is life satisfaction (1-10). Data used are from the WVS, Waves 3 and 5.

Table 2b
Differences in the disutility of unemployment for individuals with different job search behavior.
Group 1: Group 2:
Employed individuals & Employed individuals & Disutility difference:
unemployed individuals  unemployed individuals Group 1 - Group 2
looking for a job not looking for a job

Not having a job
(1=yes) -1.61 (0.02) -1.39 (0.03) 0219
Intercept 6.99 (0.01) 6.99 (0.01) [SE =0.038]
No. of observations 151,623 144,850

Notes: Table reports estimated coefficients with standard errors in parentheses. Group 1 comprises
individuals in paid work and individuals not in paid work but looking for a job. Group 2 comprises
individuals in paid work and individuals not in paid work and not looking for a job. Dependent variable in
regression equation is life satisfaction (0-10). Data used are from the ESS, Waves 1-6.
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Table 3a
Consistency of country differences in the preference for social activities.

Row 1

Row 2

Row 3

Country happiness
effect of social activities
[n=32]

Country satisfaction
effect of social
activities, 2008-2014
[n=16]

Country happiness
effect of social
activities, 2008-2014
[n=16]

Consistency across indicators of
subjective well-being

Intertemporal (test-retest) stability

Column 1

Country satisfaction effect of social

Column 3
Country happiness effect of social

Column 2
Country satisfaction effect of

activities social activities, 2002-2006 activities, 2002-2006
o=0.951
r=0.910

o =0.883
r =0.795

a=0.934
r=0.878

Notes: Table reports Cronbach o’s and correlation coefficients for differences in the SWB effect of social activities in different countries. The
number of countries/observations is in square brackets. Main results concerning the test-retest stability and cross-indicator consistency of
measured country differences in the preference for work are in bold and underlined respectively. As in Table 1, the analysis of cross-indicator
consistency (Row 1, Column 1) involves all 32 countries included in one of the six waves of the ESS (2002-2014), while the analysis of test-retest
stability (Rows 2-3, Columns 2-3) involves the 16 countries that have been surveyed in each of the six waves of the ESS. The country scores
underlying the results in this table are obtained by modeling SWB as a function of the frequency of engaging in social activities, separately for
each country in the sample. Individual-level data used are from the ESS.
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Table 3b
Consistency of country differences in the preference for social status.

Consistency across indicators of

subjective well-being Intertemporal (test-retest) stability

Column 1 Column 2 Column 3
Country satisfaction effect of social Country satisfaction effect of social ~Country happiness effect of social
status status, 2002-2006 status, 2002-2006
Country happiness _
Row 1 effect of social status u=0572
r=0.945
[n=32]
Country satisfaction _
Row 2 effect of social status, (: _ 8332
2008-2014 [n=16] -
Country happiness _
Row 3 effect of social status, (: B 83;58
2008-2014 [n=16] T

Notes: Table reports Cronbach ao’s and correlation coefficients for differences in the SWB effect of social status in different countries. The number
of countries/observations is in square brackets. Main results concerning the test-retest stability and cross-indicator consistency of measured
country differences in the preference for work are in bold and underlined respectively. As in Table 1, the analysis of cross-indicator consistency
(Row 1, Column 1) involves all 32 countries included in one of the six waves of the ESS (2002-2014), while the analysis of test-retest stability
(Rows 2-3, Columns 2-3) involves the 16 countries that have been surveyed in each of the six waves of the ESS. The country scores underlying the
results in this table are obtained by modeling SWB as a function of one’s social status measured by income rank, separately for each country in the
sample. Individual-level data used are from the ESS.
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Table 3¢

Consistency of country differences in the preference for work-life balance.

Country happiness effect of
Row 1 satisfaction with work-life

balance [n=28]

Country satisfaction effect
Row 2  of satisfaction with work-

life balance, 2014 [n=22]

Country happiness effect of
Row 3  satisfaction with work-life

balance, 2014 [n=22]

Consistency across indicators of

subjective well-being

Intertemporal (test-retest) stability

Column 1 Column 2 Column 3
Country satisfaction effect of Country satisfaction effect of Country happiness effect of
satisfaction with work-life satisfaction with work-life satisfaction with work-life
balance balance, 2006 balance, 2006
o=0.939
r =0.890
a=0.784
r =0.653
a=0.798
r =0.683

Notes: Table reports Cronbach o’s and correlation coefficients for differences in the SWB effect of satisfaction with work-life balance in different
countries. The number of countries/observations is in square brackets. Main results concerning the test-retest stability and cross-indicator
consistency of measured country differences in the preference for work are in bold and underlined respectively. The analysis of cross-indicator
consistency (Row 1, Column 1) involves the 30 countries included in either Wave 3 (2006) or Wave 6 (2014) of the ESS: Austria, Belgium,
Bulgaria, Switzerland, Cyprus, Czech Republic, Germany, Denmark, Estonia, Spain, Finland, France, United Kingdom, Hungary, Ireland, Israel,
Iceland, Italy, Lithuania, Netherlands, Norway, Poland, Portugal, Russia, Sweden, Slovenia, Slovakia and Ukraine. The 22 countries included in
the analysis of test-retest stability (Rows 2-3, Columns 2-3) are all the countries that have been surveyed in both Wave 3 and Wave 6 of the ESS:
Belgium, Bulgaria, Switzerland, Cyprus, Germany, Denmark, Estonia, Spain, Finland, France, Hungary, Ireland, Netherlands, Norway, Poland,
Portugal, Russia, Sweden, Slovenia, Slovakia, Ukraine, and U.K. The country scores underlying the results in this table are obtained by modeling
SWB as a function of satisfaction with the work-life balance offered by one’s job, separately for each country in the sample. Individual-level data

used are from the ESS.
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Table 3d
Consistency of country differences in the preference for self-esteem.

Consistency across indicators of

subjective well-being Intertemporal (test-retest) stability

Column 1 Column 2 Column 3
Country satisfaction effect of Country satisfaction effect of Country happiness effect of self-
self-esteem self-esteem, 2006 esteem, 2006
Row 1 Country happiness effect of a=0.971
self-esteem [n=28] r=0.943
Row 2. Country satisfaction effect o=0.776
of self-esteem, 2014 [n=22] r =0.692
Row 3 Country happiness effect of o =0.840
self-esteem, 2014 [n=22] r=0.782

Notes: Table reports Cronbach o’s and correlation coefficients for differences in the SWB effect of self-esteem in different countries. The number
of countries/observations is in square brackets. Main results concerning the test-retest stability and cross-indicator consistency of measured
country differences in the preference for work are in bold and underlined respectively. As in Table 3c, the analysis of cross-indicator consistency
(Row 1, Column 1) involves all 28 countries included in in either Wave 3 (2006) or Wave 6 (2014) of the ESS, while the analysis of test-retest
stability (Rows 2-3, Columns 2-3) involves the 22 countries that have been surveyed in both Wave 3 and Wave 6 of the ESS. The country scores
underlying the results in this table are obtained by modeling SWB as a function of self-esteem, separately for each country in the sample.
Individual-level data used are from the ESS.
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Table A.1

Validity of measures of subjective well-being.

Study

Main findings

Andrews and

Different single-item measures of SWB give similar results and of the total variance
in single-item scales, about 64% is valid variance.” Validity can be increased further

Crandall (1976) by using composite multi-item indicators; a five-item scale would typically have
about 80% valid variance.
Costa and McCrae . .
(1988) Self-reported SWB scores show convergence with reports filed by spouses.
Diener et al. Self-reported levels of SWB converge on those reported by others (e.g., by family
(1991) and friends).
Subjective reports on the experience of positive emotions during an experiment
Ekman et al. . . . » - .
(1990) correlated with the number of genuine smiles (referred to as “Duchenne” smiles)

that occurred during the experiment.

Kammann et al.
(1984)

Factor analysis shows that 13 different SWB scales measure the same general well-
being factor. In addition, the negative halves of these scales measure the same
construct as scales of neuroticism, depression and so-called trait anxiety.

Larsen et al.
(1985)

The authors consider the validity of various SWB measures and report strong
negative relations between positive overall SWB on the one hand and neuroticism
and self-reported symptoms on the other; and strong positive correlations between
overall SWB and ratings for several life domains, such as friendship, love life and
financial situation.

Pavot and Diener
(1993)

Self-reported SWB correlates strongly with peer reports, the personality traits of
extraversion and neuroticism but not with current mood. Context has a slight effect
on reported scores when single-item measures are used but multi-item scales appear
largely immune.

Rodgers et al.
(1988)

A comparison of SWB scores obtained using different indicators shows that more
than 50% of total variance is valid variance and directly related to the construct of
interest while only 10% is attributable to method (and one third is due to
measurement error in the specific indicator used).

Seidlitz and

For people with higher SWB scores, memories of happy events are more accessible
than for people with lower SWB, while current mood has only a modest effect on

Diener (1993) the availability of memories.
Watson and Clark  There is a strong correlation between self-reported scores on eight different negative
(1991) affect and positive affect scales and ratings by peers.

* The difference in SWB as actually perceived by the different respondents constitutes valid variance.
Other (non-valid) variance results from measurement error, for instance, from respondents entertaining a
different understanding of the response categories (being, say, “very happy” does not mean the same

thing to everybody).
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Table A.2

Measures of factors affecting happiness used for supplementary analyses.

Variable name

Description

Intensity of social
activities

Measured using the item asking individuals: “Compared to other people of your
age, how often would you say you take part in social activities?”” Possible answers
are: 1 Much less than most; 2 Less than most; 3 About the same; 4 More than most;
and 5 Much more than most. Measure is available for ESS Waves 1-6.

Social status

Measured as rank of household income (cf. Boyce et al. 2010), which integrates the
items measuring income included in different waves of the ESS. Waves 1-3
classified respondents’ answers to the item on household income using a 12-point
scale, while Waves 4-6 used a 10-point scale. The measure of rank income is
created by calculating respondents’ income percentile relative to respondents from
the same country surveyed in the same year/wave Measure is available for ESS
Waves 1-6.

Satisfaction with
work-life balance

Measured using the item asking individuals: “How satisfied are you with the
balance between the time you spend on your paid work and the time you spend on
other aspects of your life?” The answer scale ranges from 0, Extremely dissatisfied
to 10, Extremely satisfied. Measure is available for ESS Waves 3 and 6.}

Self-esteem

Measured using the item asking individuals how much they agree with the
following statement: “In general I feel very positive about myself.” Possible
answers are: 1 Agree strongly; 2 Agree; 3 Neither agree nor disagree; 4 Disagree;
and 5 Disagree strongly. Measure is available for ESS Waves 3 and 6.

Notes: All variables are treated as continuous measures in the analyses.
¥ Wave 5 of the ESS includes an almost identical item. However, to be consistent, I only use data
collected in Waves 3 and 6.
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Figure 1
Validity versus reliability in psychometric evaluation: The target analogy.
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