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1. Introduction 

 In this dissertation analyse three aspects of the relationship between subjec-

tive well-being and the social environment. The three essays are linked by two of 

the three theories (comparison-theory, folklore-theory, livability-theory) reviewed 

by Veenhoven and Ehrhardt (1995). 

 Comparison-theory assumes that evaluation of life is based on a mental cal-

culus: a comparison of perceptions and standards of how-life-should-be. These 

standards are not fixed, but are changing with time: they are derived from observ-

ing other people and from own individual experiences. These are the two main 

variants of comparison. Social comparison highlights comparison with other indi-

viduals, while lifetime comparison stresses comparison with own past life experi-

ences, which presumes an internal reference point. 

Folklore-theory or trait-theory assumes that happiness or subjective well-

being is not only based on individual evaluation, but well-being is determined by 

culture as well. Values, norms, and how one evaluates life are rooted in the tradi-

tions and past of the community, thus subjective well-being is partially independent 

from objective life characteristics. In other words, satisfactions of two individuals 

may be different if their cultural backgrounds are different – even if their objective 

living conditions are identical.   

Of course, this does not mean that subjective well-being is independent from 

objective living condition. The third theory (livability-theory) reviewed by Veen-

hoven and Ehrhardt can not be neglected. This theory states that evaluation of life 

depends on objective conditions, on economic and social variables. 
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2. Satisfaction and relative income: impact of the reference group on signal and 

status effects  

2.1. Background and literature review 

In Chapter 2 I analyzed the relationship between life satisfaction and relative 

income (the average income of the relevant reference groups). 

Comparison or reference groups are old-established topic of social sciences 

(Duesenberry, 1949; Merton, 2002; Stouffer, 1949; Veblen, 1975). Several papers 

on subjective well-being deal also with relative income.1 General conclusion of 

these papers that relative income is important determinant of satisfaction or happi-

ness, moreover its impact might be stronger than that of absolute income. 

However, the impact of relative is sometimes positive and sometimes nega-

tive. These results can be interpreted by theory of Hirschman and Rothschild 

(1973). The increase of the reference group’s income has two different impacts on 

subjective well-being. Decreasing social status reduces satisfaction, on the other 

hand in an unpredictable, volatile environment an increase in the income of the 

reference group provides information about the prospect of the future earnings, so it 

might increase satisfaction with life. The two effect are called status effect and 

signal effect by Clark, Kristensen and Westergard-Nielsen (2009). Thus size and 

sign of the impact of relative income depends on the size of these two effects. 

Of course, individuals compare themselves not only with others (interperson-

al reference point) but with their past income (intrapersonal reference point or in-

come mobility) as well. Empirical research in social psychology (Redersdorff & 

Guimond, 2006) and in happiness studies (Senik, 2009) shows that intrapersonal 

comparison might be more important than interpersonal comparison. 

                                                           
1 Senik (2005) and Clark–Frijters–Shields (2008) reviews these papers. 
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2.2. Data and methods 

I used two datasets: II. Wave (1993) of the TÁRKI Hungarian Household 

Panel, and TÁRKI Household Monitor 2005 survey. 

Dependent variable was subjective well-being: “How satisfied you are with 

your life so far, career? If you are not satisfied at all, mark it with a 0, if you are 

totally satisfied, mark it with a 10.” Income was measured as equivalent income 

calculated from the total yearly income of the household. Reference income was 

calculated from equivalent incomes as follows:  





ii Rj

j
R

i Y
N

Y 1ˆ ,  

where iŶ  is the reference income of individual i. jY is equivalent income of 

individual j. iR is an indicator variable of reference group of individual i. 
iRN  is 

the number of individuals in  reference group of individual i. 

Relative income was calculated as follows:  

i

iR
i Y

YY ˆ , 

where iY is equivalent income of individual i and iŶ  is the reference income 

of individual i. 

Individuals can compare their incomes with several reference groups, which 

makes difficult to choose the relevant reference groups. Clark et al. (2008) have 

pointed out that comparison income is almost universally defined as the income of 

people who have similar characteristics as the individual. There are only a few 

survey where respondents are asked about their reference groups. 

Therefore reference groups are chosen by the researchers: similar individual 

characteristics are defined as similar job, age, education or geographical region (or 

combination of these variables). 

In the main analysis I defined reference group as follows:  
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1. People who have similar age (5 categories), education (4 categories) and 

region (4 categories).  

To be able to analyze the effect of different reference groups on the estimated 

coefficient on relative income I constructed four additional reference groups:  

2. Individuals with similar age (± 3 years). 

3. Individuals with similar age (± 5 years). 

4. Individuals living in the same county. 

5. Individuals living in the same region. 

In the main analysis I used the first reference group, while when I analyzed 

the effect of creating different reference groups on the estimations I use all the five 

reference groups. I had reference groups which are widely used in the previous 

literature, and where social distance is different between these groups and the indi-

vidual. 

Compared to the first reference group (similar age, education and region) ref-

erence groups based on similar age contain people who have less similar social 

status. Reference groups based on geographical similarity contain people who are 

closer (social status) to the individual, since place of residence – at least partially – 

depends on individual choices.  

Own past income (income mobility) was measured with the following ques-

tion: “Please, tell how the financial conditions of your family has changed in the 

last 12 months. 1 – Worsen a lot, 2 – Worsen, 3 – Did not change, 4 – Improved, 5 

– Improved a lot.” Answer categories of “Improved” and “Improved a lot” were 

grouped together due to the small number of observations.  

I estimated a linear relationship between relative income, income mobility 

and life satisfaction using the following specification 

  ii

i

i
ii εβDβ

Y
Y

βYββS 
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where iS  is the life satisfaction of individual i, iY is the equivalent income of 

individual i, and iŶ  is the average income of his/her reference group. iD is a group 

of dummy variables on income mobility, X  is a vector of personal characteristics, 

iε is the error term. 1β shows the relationship between satisfaction and equivalent 

income, 2β  shows he relationship between satisfaction and relative income. The 

latter is positive if status effect is more important (comparing to signal effect), 

since the higher the reference income – holding constant the equivalent income – 

the lower is the relative income. It is negative if signal effect is more important 

than status effect: the higher the reference income (and the lower the relative in-

come) the higher is the individual’s satisfaction. I ran separate regressions for the 

two time points.  

2.3. Results 

Relative income has negative effect on life satisfaction in both years. In other 

words: the signal effect is more dominant than the status effect. Contrary to my 

expectation estimated coefficients on relative income (in 1993 and in 2005) do not 

differ statistically. 

A possible explanation of the result is as follows. On the one hand, social and 

economic environment became less unpredictable, volatile between the two time 

points, which indicates that income of the reference group is a less important 

source of information about the prospect of the future earnings. On the other hand, 

this process was compensated by more positive evaluation of the future, and in-

creasing confidence about “catching up with the Joneses”. A further explanation 

might be the decreasing number of employees in the public sector: since their sala-

ry is more predictable and depends on objective criteria, income of others provides 

less information about their future earnings.  

The results show that intrapersonal comparison influence individuals’ satis-

faction as well. Downward income mobility has higher effect (in absolute term) 
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than upward income mobility, which is consistent with theory of loss aversion 

(Kahneman, Knetsch, & Thaler, 1991; Tversky & Kahneman, 1991). 

The most important result is that the effect of reference group’s income de-

pends on the characteristics of the reference group: when comparing ourselves with 

others with similar social status the signal effect is more dominant than the status 

effect, while when the social distance grows the signal effect gets less significant. 

Effect of reference group’s income with similar age, education and region is posi-

tive, effects of reference groups’ income with identical county or region are nega-

tive, while effects of reference groups’ income with similar age are strongly nega-

tive, which can be explained by the growing social distance between the individual 

and the reference group. 

Another explanation is based on the fact that individuals evaluating their own 

position are able to use only a limited amount of information, thus they direct their 

attention to unusual, salient phenomena in the environment (e.g. wealth). In refer-

ence groups containing more people it is easier to find extremely rich people, there-

fore due to status effect it results in lower satisfaction. 

3. Culture and subjective well-being: evidence from a natural experiment 

3.1. Background and literature review 

The vast majority of papers on well-being deal with the extrinsic socio-

demographic, economic and political causes and correlates. A smaller but growing 

literature examines how culture contributes to individuals’ subjective well-being 

(Diener, 2009; Diener & Suh, 2000; Knoop & Delle Fave, 2013; Oishi, 2010; Suh 

& Koo, 2008). 

These papers face two methodological problems: the direction of causality 

and omitted variables. One of the main challenges in analyzing the impact of cul-

ture is the problem of reverse and two-way causality: the impact may work both 

from culture to well-being and from well-being to culture. Another difficulty is that 
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culture and environment are correlated: it is not easy to distinguish the effect of 

culture from the effect of a country’s economic, institutional and social characteris-

tics. When using cross-sectional data, we cannot control for every relevant variable: 

we cannot decide whether cultural variables or omitted environmental characteris-

tics explain the differences observed. When using panel or time series data, alt-

hough we can control for time-invariant factors, we encounter the problem that 

values are fairly stable over time, hence it is difficult to observe enough variation in 

these variables and study the effect of value-changes. 

The aim of this chapter was to examine the effect of culture on life satisfac-

tion (the cognitive aspect of subjective well-being) using international migration as 

a natural experiment. My main research question was whether culture is an im-

portant determinant of life satisfaction. 

Here culture was defined in a narrow term: as a set of values, beliefs, attitudes 

and norms transmitted between generations (Guiso, Sapienza and Zingales 2006). 

That is, the notion of culture describes those intrinsic factors, such as values, be-

liefs and mental attitudes that form people’s “cultural heritage”, but material cul-

ture, economy, politics and other institutions of social structure are not included. 

The empirical method I used in this chapter is called “the epidemiological 

approach”. It allows us to isolate cultural effects from environmental effects and to 

avoid the issue of reverse causality (Fernández, 2011). The main innovation of this 

method is that it uses data on immigrants to study the role of culture in the variation 

of different outcomes. Using a sample of immigrants and taking into account the 

“portability” of norms, beliefs and mental attitudes, i.e. “portability” of culture 

(Fernández and Fogli 2009) relative to other economic, social, and institutional 

factors is a useful solution to the above mentioned problems of the previous litera-

ture. International migration provides a natural experiment because immigrants 

come from diverse cultures but in their host country share they the same environ-

ment (economy, institutions, political regime and law) with other immigrants. 
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Since in a particular country immigrants with the same economic and socio-

demographic characteristics differ only in their cultural backgrounds, differences in 

their life satisfaction can be interpreted as the effect of cultural heritage. More 

specifically, my empirical research question was the following: in a particular resi-

dence country are immigrants from countries with high levels of life satisfaction 

more satisfied than immigrants from countries with low levels of life satisfaction? 

In other words, I examined if average life satisfaction in the birth country has a 

positive impact on immigrants’ life satisfaction. Although average life satisfaction 

in the birth country depends on environmental (e.g. economy, institutions, political 

and social features) and cultural factors as well, it is reasonable to assume that 

environmental variables of the birth country do not have a sizable impact on immi-

grants’ satisfaction in the residence country. Thus, a positive association between 

immigrants’ life satisfaction and the average life satisfaction in the birth country 

can be interpreted as the effect of the cultural component, i.e. as evidence for the 

causal effect of culture (persistent values, beliefs and norms) on individual subjec-

tive well-being. 

In the context of culture and well-being there are only few papers that relate 

immigrants’ satisfaction to satisfaction in country of origin. Rice and Steele (2004) 

analyzed a sample of Americans from General Social Survey data. They found that 

the average well-being score in the country of origin correlates with the well-being 

of Americans.2 In a sample of seven European countries, Senik (2014) finds that 

living in a given country affects immigrants’ and natives’ satisfaction differently. 

Senik argues that the unhappiness of the French and the heterogeneity of happiness 

in cross-country comparison can be explained by mental attitudes. 

                                                           
2 The country of origin was identified with the following question: „From what countries or part 
of the world did your ancestors come?” Notion of ancestors was not defined in the questionnaire. 
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3.2. Data and methods 

The main novelty of this chapter was that it analyzed the impact of culture on 

well-being, applying a well-founded methodology that is able to avoid the problem 

of reverse causality using data from several residence and birth countries. The sec-

ond novelty of the chapter was the heterogeneity in the birth- and residence coun-

tries. Using five waves of the European Social Survey (2002-2010) I had data from 

34 countries. My sample consisted of immigrants: respondents who were born 

outside the country of residence. The analysis was restricted to respondents born in 

another ESS country. There was sufficient heterogeneity in this sample: there were 

immigrants in 566 cells out of the possible 1122 cells of this migration matrix 

(34×33 countries), which means 50.45 percent of the potential migration ways are 

included in the data.  

I estimated the impact of average life satisfaction in the birth country on life 

satisfaction, using the following OLS regression: 

itriki XSS   210 , 

where iS  is the satisfaction of immigrant i, kS  denotes the average satisfac-

tion in the birth country k of immigrant i, iX  is the vector of personal characteris-

tics of immigrant i.3 I also included residence country dummies ( r ) to control for 

unobserved time-invariant country characteristics, and wave dummies ( t ) that 

accounts for time trends that are common to all countries. Finally, the equation 

included the usual error term ( i ). Standard errors were clustered at the birth coun-

try level. 

                                                           
3 I included variables that are standard control variables in the empirical literature: age, squared 
age, female respondent, education (measured by ISCED), living with a partner, main activity, 
living in a city, activity limitation (hampered in daily activities by disability or any health prob-
lem), household's total net income in logarithmic form, relative income (ratio of household in-
come to average income in the country), and household size. 
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The measure of subjective well-being was the cognitive evaluation of life 

quality with a single item question on an 11-point scale: “All things considered, 

how satisfied are you with your life as a whole nowadays?” Using this variable, I 

attempted to capture countries’ “permanent” satisfaction, which is not sensitive to 

other temporary shocks. I did this as follows: First, I calculated the mean satisfac-

tion of the native respondents in all ESS rounds (weighting by design weight pro-

vided in the dataset), then I took the average of the five rounds. I used this measure 

as the main independent variable: average life satisfaction in immigrant’s birth 

country. 

Since there are dummies for the residence countries in the model that capture 

the time-invariant and unobservable country-specific effects, coefficient of kS  can 

be interpreted as follows: whether in a particular residence country immigrant A 

who comes from a birth country with a high satisfaction level is more satisfied than 

immigrant B who was born in a country with a low satisfaction level if they have 

the same personal characteristics. Since they live in the same country, they share 

the same external environment (economy, institutions, law, welfare policy, etc.), 

and since we can also capture the effect of relevant socio-demographic factors, the 

only difference between them is their cultural backgrounds (transmitted values, 

norms and beliefs). Thus, if 1  is positive and significant, we can interpret it as 

evidence for the effect of cultural heritage on life satisfaction.  

3.3. Results 

The coefficient on satisfaction in the individual’s birth country is positive and 

significant. One unit increase in average satisfaction in the immigrant’s birth coun-

try is associated with a 0.283 increase in the immigrant’s satisfaction. In any given 

residence country, immigrants from countries with high satisfaction levels are ce-

teris paribus more satisfied than immigrants from countries with low satisfaction 

levels. This effect is robust to controlling for comprehensive individual variables 
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and for economic and social characteristics of the birth and the residence country, 

and to the choice of the sample. 

The effect of one standard deviation increase of average satisfaction in the 

birth country has a magnitude similar to 70 percent of the effect of being married or 

living with a partner, 25-33 percent of the effect of unemployment, and 140 percent 

of the effect of living in a city or town. Moreover, if we take for instance immi-

grants who live in the same residence country and have identical personal charac-

teristics, we will observe a satisfaction gap of 1.13 points between an immigrant 

from the country with the lowest satisfaction level (Ukraine) and one from the 

country with the second highest satisfaction level (Denmark) and this difference 

can be attributed to cultural heritage. This means that culture (transmitted values, 

beliefs and norms) is not only statistically significant but is also a meaningful de-

terminant of well-being, and its magnitude is comparable to those of social and 

economic factors. 

My interpretation has been corroborated by the results that the effect of satis-

faction in the birth country is stronger among immigrants more attached to their 

birth country’s culture. Immigrants who have lived in their residence country for a 

shorter time, moved to their new country after the age of 25, are non-citizens of 

their residence country, use a non-official language on a regular basis at home tend 

to be more affected by the birth country’ satisfaction. In countries where the share 

of immigrant population is higher, where immigrants’ rational or expected behavior 

is not assimilation, the effect of satisfaction in the birth country also appears to be 

stronger. By using a sample of second-generation immigrants, I have also shown 

that this effect lasts across generations. 

The most important implication of the findings that – beside extrinsic eco-

nomic, social and institutional factors – subjective well-being is determined by 

intrinsic cultural factors, thus in explaining international differences in life satisfac-

tion culture cannot be neglected: a sizeable part of these differences can be ex-

plained by the variation in norms, beliefs or mental attitudes. 
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4. Intra-couple income distribution and subjective well-being 

4.1. Background and literature review 

In Hungary, comparing to Europe, the acceptance of traditional values and 

traditional gender roles are high (Lück, 2005; Pongrácz, 2006; Takács, 2008). In 

the same time, there is a conflict between the gender norms, and social and eco-

nomic reality: although the men’s breadwinning role is preferred, women’s contri-

bution to household finances has been more and more significant.4 

In this chapter my research question was whether subjective well-being of the 

woman and the man is influenced by the income distribution in the household (the 

woman’s share of the couple’s total earnings), and whether gender norms moderate 

the association between intra-couple income distribution and subjective well-being. 

There are only a small number of articles that analysed the effect of woman’s 

relative income on subjective well-being. The first group of these papers analysed 

financial satisfaction (Ahn, Ateca-Amestoy, & Ugidos, 2014; Bonke, 2008; Bonke 

& Browning, 2009), the second group of these papers analysed marital happiness 

(Bertrand, Pan, & Kamenica, 2013; Furdyna, Tucker, & James, 2008; Rogers & 

DeBoer, 2001; Zhang & Tsang, 2012). 

4.2. Data and methods 

I used the second wave of the Hungarian dataset of Generations and Gender 

Programme. The sample contained information for individuals aged 18-75 in 2001. 

The final sample size was 8012. 

                                                           
4 Between 1996 and 2012, the gap between activity rate of women and mean (aged 25-59) was 
decreasing: female/male activity ratio increased from .75 to .85, so women’s activity rate came 
closer to those of the men. Between 1950 and 2010, educational differences between women and 
men diminished:  in 1950 men were 10 times more likely to have a university degree than women; 
while in 2010 women attend university at higher rates than men. 
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Dependent variable was life satisfaction that was measured on an 11 point 

scale: “How satisfied are you with your life so far?”.  Respondent’s income, his or 

her partner’s income and household income was reported by the respondents, and 

they were measured as net monthly income. “If you add up the income from all 

sources received during the last 12 months what is your total net income?”, “If you 

add up the income from all sources received during the last 12 months, what is 

your household’s total net income from all members including yourself?”, “If you 

add up the income from all sources received during the last 12 months what is your 

partner’s total net income?”. 

I calculated the woman’s relative income as the woman’s share of the wom-

an’s and the man’s incomes: 

F
i

N
i

N
i

i II
I

R


 , 

where N
iI  is the income of the woman, F

iI  is the income of the man. 

I estimated OLS regressions where the dependent variable was the respond-

ent’s life satisfaction:  

ii
FFI
i

H
i

NŐ
i

H
i

FFI
ii

NŐ
iii εβNIβNIβNRβNRββS  X543210 )ln()ln( , 

where iS is life satisfaction of individual i, iR  is the woman’s relative in-

come, H
iI  is equivalent income, NŐ

iN  dummy variable for being a woman, FFI
iN  

dummy variable for being a man, iX  is the vector of personal characteristics of 

individual i.  

I focused on coefficients 1β  and 2β . They show the effect of the woman’s 

relative income on life satisfaction of women and men, respectively. If 1β  or 2β  

are negative, it means that the higher the woman’s relative income the lower is the 

woman’s or the man’s satisfaction, respectively, while if 1β  or 2β  are positive it 

means that the higher the woman’s relative income the higher is the woman’s or the 

man’s satisfaction, respectively. 
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My hypothesis was that the association between intra-couple income distribu-

tion and life satisfaction depends on failure or success of fulfilment of gender roles. 

Traditional norms prescribe that the man should earn more than the woman. If 

woman’s relative income is high, these traditional norms are violated. So, if my 

hypothesis is right, then 1β  and 2β  have to be negative. 

Since woman’s relative income correlates with the financial situation of the 

household, and with job opportunities and work decision of the household mem-

bers, I included control variables that capture these characteristics.5 

Holding constant other variables, woman’s relative income provides infor-

mation about the partners’ income levels as well. Thus it has to take account that 

coefficients 1β  and 2β might reflect relationship between personal income level 

and life satisfaction – primarily through appreciation of the own job or more gener-

ally through job satisfaction. Thus I included job satisfaction in the model. 

4.3. Results 

The coefficient on woman’s relative income is negative not only among men 

but also among women (the estimated coefficient is −0,460 among women and 

−0,735 among men), which corresponds with results from other countries with 

traditional gender norms. (Ahn et al., 2014; Zhang & Tsang, 2012). The higher the 

woman’s economic contribution the more the man’s breadwinning role is ques-

tioned which leads to lower life satisfaction. 

Although, I used a rich set of control variables, this interpretation might be – 

at least partially – incorrect due to omitted variable bias. To relax this possibility I 

                                                           
5 Age, squared age, gender, education, labour force status, work hours, health status, partner’s age, 
partner’s squared age, partner’s gender, partner’s education, partner’s labour force status, partner’s 
work hours, partner’s health status, type of the relationship, household members under 18, adult 
household members, other household members’ health status, size of the flat/house (in log form), 
financial difficulties in the previous 12 months, type of the settlement, regional dummies. 
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ran regression model where the variable of woman’s relative income was interacted 

with gender attitudes. I showed that gender norms moderate significantly this nega-

tive association: among those who prefer equal gender roles or have neutral gender 

attitudes the woman’s relative income has no effect on life satisfaction, whereas 

among those who prefer traditional gender roles the negative association is even 

stronger. 
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