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an extreme view more often to be found among economists than with psychologists. 
Within happiness economics, happiness is in any case very seldom the momentous 
transitory feeling of pleasure, but instead the long-term average happiness of each 
individual (Layard 2011: 17).

As stated above, analyzing happiness became attractive for economists not only 
because of the need to explain the Easterlin paradox, but due to the fact that happiness 
suddenly was regarded as measurable. But how plausible is this measurement? In 
social surveys, the question regarding the state of one’s level of happiness is the one 
which gets the least “don’t know”- answers – suggesting that individuals have a clear 
perception and idea of how they feel. And although “happiness” might mean different 
things to different people, it is also claimed that the response of how happy a person 
feels can be cross-checked by the evaluations of friends or other acquaintances, 
by analyzing plausible cause of well-being (according to what has been identified in 
happiness research) and, in extreme cases by measuring brain waves (sometimes 
called “objective happiness”) or even blood pressure. And even if people might define 
happiness in their own terms, in general similar things are mentioned that make them 
happy (Easterlin 2002). What makes happiness unique is that one cannot feel happy 
and unhappy at the same time (Layard 2011: 17).

Yet, measurement of happiness is not without considerable pitfalls. One is the 
dependence of ideas of happiness with prevailing cultural norms and value systems. 
The other has to do with unclear directions of causality (as to whether one is happy 
because of something else or whether this something else is more probable because 
of an existing high level of happiness). The influence of momentary moods (as for 
instance the weather) and other short-term influences as well as the problems of recall 
are also noteworthy (Graham and Pettinato, 2000: 20 and Veenhoven 2005). However, 
even if the difficulties in measurement are acknowledged and ongoing research is 
devoted to its improvement, the measurement of happiness is generally accepted to 
be an important complement to non-subjective data so that the risks of measurement 
seem acceptable (Conceicao and Bandura 2009, Hoorn 2007). 

3.3. The “Hedonic Treadmill” and Set-Point Theory: Why More is Not Better

An explanation for the Easterlin Paradox was given by making reference to “hedonic 
adaptation” or set theory. According to that position, an individually specific level of 
happiness remains largely constant during one’s life. This individual happiness depends 
on personality, character and genetics and cannot easily be altered through structural 
influences. Individuals may initially change their level of happiness due to an outside 
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stimulus. But this is only temporary before the baseline level, the so-called “set-point”, 
is returned to again (Argyle 2001). The notion of a fixed set-point is also known as 
the “hedonic treadmill” (Easterlin 2005: 29): consumption of a new good or the joyful 
experience of a new situation leads to an effect of habit that wears off with time. 

In The Joyless Economy (1992 [1976]), Tibor Scitovsky had similarly argued in the 
early 1970s that consumption patterns in developed economies were characterized by 
the search for ever more comfort through an ever higher demand for mass consumer 
goods. Consumer goods, however, could not provide stimulus and novelty as well as, 
for example, culture and art. Consequently, people consumed more and more, but 
were increasingly bored instead of happy. 

Unfortunately, set-point theory precludes not only the necessity of social policy, but 
also holds that any social policy geared at improving happiness is bound to fail in the 
long run: “If set-point theory is correct, not only is public policy likely to be ineffective 
but there is little an individual can do to improve his or her well-being, except, perhaps, 
consult a psychologist” (Easterlin 2005: 30). 

3.4. Enter Inequality: Why Comparing Us with Others Makes Us Unhappy –  
 The Rat Race

Next to the “hedonic treadmill”, a different approach holds that happiness is linked to 
social comparisons which in turn define our aspirations (Bruni and Porta 2005: 12). It 
is social comparison that is most obviously linked to inequality.

In 1949 James Duesenberry had argued that individuals compared their consumption 
to others and derived satisfaction from this comparison. However, whether or not 
someone felt happy in this comparison was dependent on whether the reference was 
someone with more income or someone with a comparable income level. A decade 
later, Robert Merton had underlined the general importance of reference groups. In 
terms of material wealth, aspiration and social comparison are extremely common. 
New material and social aspirations arise as previous goals are reached (Easterlin 
2005: 46). As the reference group is altered, this leads to a never ending rat-race of 
“keeping up with the Joneses”.

In a study of 17 Latin American Countries, Carol Graham and Stefano Pettinatto (2000, 
2001) found that it was the upwardly mobile, those who had recently become members 
of the middle class, which had shown the most pronounced negative assessment of 
happiness with their new situation. Their dissatisfaction resulted from the fact that 
once a higher level of income and social status had been acquired by them, their 
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new reference group became the “clase alta”. Yet, the highest echelons of society 
appeared to live in a universe of wealth so unattainable to them that this comparison 
resulted in unhappiness. Graham and Pettinatto used the term “frustrated achievers” 
to characterize them.4

Although this behavior of constant newly-adapted reference groups might have 
derived from the humans struggle for survival and natural selection (Layard 2001: 
228), unfortunately the need to continuously upgrade one’s life style by aspiring to 
what other have turns into a vicious circle akin to the addiction to drugs (Bruni and 
Porta 2005: 15). 

Perversely, social comparison only leads to happiness if we not only keep up with the 
Joneses but better yet, “outdo them” (Layard 2011: 45). Changes in income are only 
beneficial for one’s perception of happiness if the reference group one refers to is worse 
off than oneself. In 1899, Thorstein Veblen had written of “conspicuous consumption” 
as a typical characteristic of the “leisure class”. The satisfaction or happiness to that 
the rich derived from consumption was linked to the knowledge that many people in 
society were unable to emulate them (Veblen 1994 [1899]). 

Given this insight, it is easy to advise people that “one secret of happiness is to ignore 
comparisons with people who are more successful than you are: always compare 
downwards, not upwards” (Layard 2011: 47) and to avoid “unhelpful comparisons” that 
distort our perceptions of reality (2011: 53). Yet the more fundamental problem lies in 
the fact that the “habit of comparison” and the constant “race for status” (2011: 17) are 
a major reason for unhappiness.

3.5. Reasons for Tackling Inequality

If one political goal is to foster happiness, it would seem useful to tackle the reasons 
for unhappiness and to lessen the negative effects of “comparison”. Happiness results 
from the difference between aspiration and attainment. Yet, as long as the aspirations 
are constantly reset towards ever unattainable goals and towards the emulation of the 
upper echelons of society, happiness becomes unattainable if social inequalities are 
too pronounced. 

Inasmuch as relative income has a larger influence on happiness than absolute income, 
to tackle the unequal distribution of incomes becomes politically paramount. If society 
in turn is less unequal, the possible reference groups might not be too far away from 

4 Their findings are based mostly on the case of Peru.
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oneself, lessening thus the degree of possible deception and unhappiness in one’s 
aspirations. 

At the same time, the salience one attaches to social comparisons is also influenced 
by the prevalent ethics of society and its reward system, as well as on personal 
characteristics (Layard 2011: 141). Next to an overall redistributive effort, Layard argues 
in favor of taxing conspicuous consumption and any other behavioral and consumptive 
pattern that might further foster the rat race. The reason behind this is the assumption 
that if a person’s well-being improves by rising further upwards on the social ladder it 
makes too many other people worse off at the same time. In the developed world, the 
rat-race has resulted in that persons usually allocate a disproportional amount of time 
to the acquisition of pecuniary objectives and less to those aspects that, as research 
has shown, contribute to happiness such as family life and social interaction with the 
community and friends. Another approach to foster happiness according to Layard 
would be to make the basic insights of cognitive therapy part of education to help 
counteract the debilitating cognitive mechanism of “unhelpful comparison” (Layard 
2011: 17). In any case, less inequality would definitely help in making less people 
unhappy.

3.6. It Ain’t Necessarily So

Unfortunately, the explanations given by happiness economics are highly contested, 
even by its proponents. Easterlin himself has argued that data from life-cycle analysis 
showed that there often is some process of adaptation as expressed in the idea of 
the “hedonic treadmill”, but this adaptation might be incomplete. Yet, this incomplete 
adaptation mostly referred to issues of health or marital status that lastingly changed 
happiness levels over the course of one’s life. It did not apply to income. When 
considering cross-sectional data, however, higher levels of income and education did 
seem to be linked to levels of increased happiness (Easterlin 2005: 42).
 
One explanation could be the so-called “threshold analysis”, describing the fact that 
up to a specific threshold, income does lead to increased levels of happiness before 
adaptation sets in and begins to confirm set-point theory. This idea of a threshold 
is also applied to the country level. According to Layard, up to an annual per capita 
income of US$ 15.000, happiness seems to increase with growing material wealth 
whereas the relationship becomes less clear later on (Layard 2005).

Ruth Veenhoven (2005), however, points out that there is no persuasive evidence 
to verify the existence of both set-point theory or the theory of adaptation. And she 
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also holds that happiness is not based on life evaluation or comparison but the result 
of the satisfaction of biological needs, not social wants. Most importantly, she holds 
that inequality has no influence on happiness, given that countries with high levels of 
inequality, like Brazil and Colombia, have, at least in the 1990s, shown equally high 
levels of average happiness. As a result, she argues that there is no such thing as a 
“happiness paradox” and that social comparisons have no effect on happiness. This 
shatters the whole prior argumentation about it would be feasible to combat inequality 
on the grounds of preventing unhappiness.

3.7. Why Foster Happiness by Tackling Inequality Nonetheless: A Question of  
 Fairness

These caveats notwithstanding, I believe that there is still a case to be made in favor 
of tackling inequality in order to foster happiness. For one, the arguments set forth by 
Veenhoven are not totally convincing. In her point regarding inequality she uses cross-
sectional data, a snapshot of international happiness levels. However, it is not so much 
the comparison between levels of happiness of, say, Brazil and Russia of a given year 
that are important. Rather, it is longitudinal data that should be used to analyze what 
happens to reported happiness levels over time in one country when inequality rises 
or diminishes. 

Even if this data might be difficult to obtain, an interesting analysis has been made 
by Shigehiro Oishi, Selin Kesebir and Ed Diener (2011)5 using longitudinal data of 
the US from 1972-2008. They claim that unhappiness increased in times of higher 
income inequality and decreased when equality rose. At the same time, the feeling of 
unhappiness was closely related to low levels of trust and in feelings of unfairness. 
In other words, equality, high levels of trust and a feeling of general fairness all went 
together. 

With his famous “tunnel effect”, Albert Hirschman had attempted to explain why 
inequalities and especially rising inequalities were tolerated at all (Hirschman 1981). 
By use of analogy, he described a traffic jam in a two-lane tunnel in which both lines 
go in the same direction:

I am in the left lane…After a while the cars in the right lane begin to move. 
Naturally, my spirits lift considerably, for I know that the jam has been broken 

5 Their article also contains a summary of the scarce research that focuses on 
happiness and inequality, highlights their inconclusive results and methodological 
shortcomings.
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and that my lane’s turn to move will surely come any moment now. Even though 
I still sit still, I feel much better off than before because of the expectation that 
I shall soon be on the move. But suppose that the expectation is disappointed 
and only the right lane keeps moving: in this case, I, along with my cosufferers 
shall suspect foul play, and many of us will at some point become quite furious 
and ready to correct manifest injustice by taking direct action (such as illegally 
crossing the double line separating the two lanes). (Hirschman 1981: 40)

Translated into economics this meant that “an individual’s welfare depends on his 
present state of contentment (or, as a proxy income), as well as on his expected 
future contentment (or income)” (1981: 40). Inequalities were thus tolerated as long 
as expectations about one’s own possible improvement were upheld. Interestingly, 
Hirschman uses the term “contentment” and not utility. The important issue raised by 
Hirschman was that the tension between aspiration and attainment that arrived due 
to inequality not only influenced personal happiness, but led to action- such as social 
unrest and possibly, revolution. How strong a tunnel effect (i.e. tolerance or protest) 
would be, was dependent on social, historical, cultural and institutional determinants – 
but most of all on the degree to which one found it feasible to close up to those already 
progressing. The term “foul play” is important here. It suggests what was only recently 
shown by Oishi et al. empirically: that how one reacts towards inequality depends on 
whether one perceives the system one lives in to be either foul – or fair.

In his latest State of the Union Address of January 2012, US President Barack Obama 
not only surprisingly spoke of inequality as a major threat to the inner stability of the 
United States. He also hinted that the question of what constituted an acceptable level 
of inequality and equality in society was a question of “fairness” – a novel terminology 
that was commented on intensively in the national and international press (The White 
House 2012). Linking discussions of inequality to the question of fairness has become 
part and parcel of recent political rhetoric.

4. Conclusion

Happiness and inequality can be linked to normative discussions on fairness. The idea 
of fairness embraces a holistic concept of inequality. It is not only fairness in terms of 
economic wealth or tax rates, but in terms of equal opportunities. Only within a fair 
system is every citizen allowed to flourish and to achieve “self-fulfillment” – leading to 
a specific form of expected happiness. A happy society, writes Layard “has to be built 
on two foundations: first the greatest level of sympathy for others, and, the second, the 
strongest moral principles of impartiality (Layard 2011: 117). This however, is based on 



      desiguALdades.net Working Paper Series No. 30, 2012 | 25

the understanding that happiness in this case is understood as a relative phenomenon, 
that social comparison is accepted to play an important role in human psychology and 
that contrary to what set-point theory would suppose, there is ample room for social 
policy in order to promote happiness, namely that policy which reduces inequality in 
the name of fairness. First and foremost, however, the political promotion of happiness 
has to be preceded by ethical and normative discussions of (and ultimately agreeing 
on) what constitutes fairness in society. 

There are, needless to say, other important aspects that might influence one’s own 
evaluation of happiness (marriage, health, friends etc.) and of course, some form 
of happiness can derive from momentous “hedonic pleasure” or needs-centered 
satisfaction. Yet, this is not the happiness that can be openly addressed by politicians 
and politics – and it is happiness unconnected to inequality. As it is the happiness 
linked to (in)equality that has been the issue of this paper, a specific equality-related 
understanding of happiness is called for.

In fact, this specific equality-linked approach to happiness marks nothing else than a 
renaissance of John Stuart Mill’s erstwhile overlooked vision regarding the relationship 
of happiness and inequality and of his ideas of what politics should do about it. Mill’s 
ideas have never been timelier even if it has taken them one-and-a-half centuries to 
finally enter the political stage. In the light of recent research on happiness, they are 
worthwhile being considered for contemporary political action. 
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are working together. The network character of desiguALdades.net is explicitly set 
up to overcome persisting hierarchies in knowledge production in social sciences 
by developing more symmetrical forms of academic practices based on dialogue 
and mutual exchange between researchers from different regional and disciplinary 
contexts. 
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http://www.desigualdades.net/


Executive Institutions of desiguALdades.net

Contact  

desiguALdades.net 
Freie Universität Berlin 
Boltzmannstr. 1 
D-14195 Berlin, Germany

Tel: +49 30 838 53069
www.desiguALdades.net
e-mail: contacto@desiguALdades.net


