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Foreword

This is the eighth World Happiness Report. We
use this Foreword, the first we have had, to offer
our thanks to all those who have made the
Report possible over the past eight years, and
to announce our expanding team of editors and
partners as we prepare for our 9th and 10th
reports in 2021 and 2022. The first seven reports
were produced by the founding trio of co-editors
assembled in Thimphu in July 2011 pursuant to
the Bhutanese Resolution passed by the General
Assembly in June 2011, that invited national
governments to “give more importance to
happiness and well-being in determining how

to achieve and measure social and economic
development.” The Thimphu meeting, chaired
by Prime Minister Jigme Y. Thinley and Jeffrey D.
Sachs, was called to plan for a United Nations
High-Level Meeting on ‘Well-Being and Happiness:
Defining a New Economic Paradigm’ held at the
UN on April 2, 2012. The first World Happiness
Report was prepared in support of that meeting,
bringing together the available global data on
national happiness and reviewing evidence from
the emerging science of happiness.

The preparation of the first World Happiness
Report was based in the Earth Institute at
Columbia University, with the research support
of the Centre for Economic Performance at the
London School of Economics (LSE) and the
Canadian Institute for Advanced Research,
through their grants supporting research at the
Vancouver School of Economics at the University
of British Columbia (UBC). The central base for
the reports since 2013 has been the Sustainable
Development Solutions Network (SDSN) and
The Center for Sustainable Development (CSD)
at Columbia University directed by Jeffrey D.
Sachs. Although the editors and authors are
volunteers, there are administrative, and research
support costs covered most recently through a
series of research grants from the Ernesto llly
Foundation and illycaffe.

Although the World Happiness Reports have
been based on a wide variety of data, the most
important source has always been the Gallup
World Poll, which is unique in the range and
comparability of its global series of annual
surveys. The life evaluations from the Gallup
World Poll provide the basis for the annual
happiness rankings that have always spurred

widespread interest. Readers may be drawn in
by wanting to know how their nation is faring,
but soon become curious about the secrets of
life in the happiest countries. The Gallup team
has always been extraordinarily helpful and
efficient in getting each year’s data available in
time for our annual launches on International
Day of Happiness, March 20th. Right from the
outset, we received very favourable terms from
Gallup, and the very best of treatment. Gallup
researchers have also contributed to the content
of several World Happiness Reports. The value
of this partnership was recognized by two
Betterment of the Human Conditions Awards
from the International Society for Quality of
Life Studies. The first was in 2014 for the World
Happiness Report, and the second, in 2017,
went to the Gallup Organization for the Gallup
World Poll.

From 2020, Gallup will be a full data partner,
in recognition of the importance of the Gallup
World Poll to the contents and reach of the
World Happiness Report. We are proud to
embody in this more formal way a history of
co-operation stretching back beyond the first
World Happiness Report to the start of the
Gallup World Poll itself.

We have had a remarkable range of expert
contributing authors over the years, and are
deeply grateful for their willingness to share their
knowledge with our readers. Their expertise is
what assures the quality of the reports, and their
generosity is what makes it possible. Thank you.

Our editorial team has been broadening over the
years. In 2017, we added Jan-Emmanuel De Neve,
Haifang Huang, and Shun Wang as Associate
Editors, joined in 2019 by Lara Aknin. From 2020,
Jan-Emmanuel De Neve has become a co-editor,
and the Wellbeing Research Centre at the
University of Oxford thereby becomes a fourth
research pole for the Report.

Sharon Paculor has for several years been the
central figure in the production of the reports,
and we now wish to recognize her long-standing
dedication and excellent work with the title of
Production Editor. The management of media
has for many years been handled with great

skill by Kyu Lee of the Earth Institute, and we are
very grateful for all he does to make the reports
widely accessible. Ryan Swaney has been our
web designer since 2013, and Stislow Design has



done our graphic design work over the same
period. Juliana Bartels, a new recruit this
year, has provided an important addition to
our editorial and proof-reading capacities.
All have worked on very tight timetables with
great care and friendly courtesy.

Our group of partners has also been enlarged,
and now includes the Ernesto llly Foundation,
illycaffe, Davines Group, Blue Chip Foundation,
The William, Jeff and Jennifer Gross Family
Foundation, and Unilever’s largest ice cream
brand Wall’s.

Our data partner is Gallup, and Institutional
Sponsors now include the Sustainable
Development Solutions Network, the Center
for Sustainable Development at Columbia
University, the Centre for Economic Performance
at the LSE, the Vancouver School of Economics
at UBC, and the Wellbeing Research Centre

at the University of Oxford.

For all of these contributions, whether in
terms of research, data, or grants, we are
enormously grateful.

John Helliwell, Richard Layard, Jeffrey D. Sachs,
and Jan Emmanuel De Neve,
Co-Editors;

Lara Aknin, Haifang Huang and Shun Wang,
Associate Editors; and

Sharon Paculor, Production Editor
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well-being effects of these pollutants (perhaps
because acute impacts are limited at the
concentrations typically observed in London).
The more limited model presented in the Appendix
does identify a modest negative impact of
middling and high NO2 concentrations, however.
We see no influence of noise levels as measured by
the respondent’s smartphone, except a marginal
indication that quiet outdoor environments are
less happy, but since noise may be generated by
a wide range of different processes this finding
does not have a clear interpretation.

Overall, these results support the importance of
positive features of the natural environment for
individuals’ happiness in cities. We find that
being in green or blue spaces or a variety of
(intuitively pleasant) weather conditions is in
each case associated with an increase of one to
three percentage points on the happiness scale.
Based on earlier research with the Mappiness data
set,” these effect sizes are roughly equivalent to
those associated with everyday leisure activities
(one percentage point is approximately the
increase seen for rest and relaxation; two points
for washing and dressing, or eating and snacking;
and three points for playing computer games,

Green Spaces and Happiness

or playing with pets). On that basis, these
environmental effects are of a meaningful size.
Since we control for many of the indirect benefits
that natural environments facilitate, including
outdoor leisure activities and interaction with
friends and family, the total benefits of these
environments are likely even higher. Furthermore,
the effects may commonly be combined, so that
when people spend time outdoors, near both
green and blue space, and in warm and sunny
weather, we can expect happiness levels to be
elevated further still.

Discussion

We have seen that people world-wide recognise
the importance of the natural environment and
its protection to their continued well-being, and
the particular threat posed by climate change
amongst the wide range of environmental risks
we face. Bringing quantitative evidence to this
relationship is challenging for three reasons: first,
individuals can choose to seek out or avoid
particular environmental characteristics, which
may obscure their true benefits or costs. Second,
experiences of the physical environment — such

Green spaces are beneficial for nearby
residents. There is an established evidence
base documenting the positive effects of
green spaces on residents’ health. Besides
that, there is growing evidence which
shows that there is a significant, positive
relationship between the amount

of green space around households and the
happiness of household members:” residents
living in closer proximity to the nearest
green space report, on average, significantly
higher life satisfaction. This is especially
true for older residents who are presumably
less mobile and for whom the immediate,
local environment matters relatively more.”™
Importantly, unlike with other life circum-
stances and living conditions, there seems
to be little adaptation to green spaces:

green spaces seem to have permanent,
positive effects on residential well-being.™

It is unfortunate, then, that there is often an
undersupply of green spaces: Krekel et al.,
for example, document that residents in the
32 major German cities (with inhabitants
equal to or greater than 100,000) fall short
by about a third of the optimal supply, that
is, the life-satisfaction maximising amount,
of green spaces.” A potentially cost-effective
way to increase the amount of green spaces
in cities is to transform currently vacant
land, which is associated with reduced life
satisfaction, into green spaces. In densely
built cities where no vacant land is available,
architectural innovations such as vertical
gardens could be used.



as exposure to air pollutants — are often brief and
localised, and thus hard to accurately capture,
while their effects may be cumulative and long-
term. And third, environmental changes are
typically gradual, non-random, and at least
partially anticipated, so that natural experiments
are hard to find.

In this chapter, we follow two contrasting
approaches to estimating the strength of the
relationship between natural environmental
quality and happiness, which bring
complementary strengths and weaknesses. At
the most aggregated level, we analyse averaged
environmental quality in relation to well-being
levels (both evaluative and experiential) across
OECD countries. We find significant effects of
climate and air pollutant emissions, and these
point in intuitive directions.

At the other end of the scale, we analyse a large
panel of individuals’ momentary hedonic experi-
ences of happiness in the range of environments
found in one large city: London. Although the
data and underlying method are quite different,
this second analysis broadly corroborates and
extends the first. We find significant weather
effects, and strong positive effects of both green
and blue spaces on self-reported happiness. We
are not able to pick up a clear negative effect of
air pollution using this method, however, despite
the increasingly well-documented damage it
does to physical health. Air pollution seems
difficult to adequately quantify when it comes

to individuals’ momentary experiences of
happiness, exposures to air pollution may be
brief and not necessarily salient. When it comes
to cross-country analyses, findings are sensitive
to measures of air pollutants and often correlate
with economic activity and levels of development,
which may confound the relationship. This point
perhaps highlights an important area for future
work: improving models to help us understand the
total, causal impact of the natural environment
on happiness, and in particular, the variety of
routes and mechanisms by which this impact

is felt, which can range from the satisfaction

of basic needs and physical health impacts

to socio-cultural influences and aesthetic or
spiritual effects.
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If not stated otherwise, we use the terms happiness and
subjective well-being interchangeably.

These countries include Australia, Austria, Belgium, Canada,
Chile, the Czech Republic, Denmark, Estonia, Finland,
France, Germany, Greece, Hungary, Iceland, Ireland, Israel,
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Switzerland, Turkey, the UK, and the US.

OECD (2020).
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Control variables at the individual level include age, gender,
marital status, health, education, employment status,
household income, and the number of individuals and
children in the household. Control variables at the country
level include GDP per capita as well as population level and
density.

Rehdanz & Maddison (2008); Luchinger (2009); Ferreira

et al. (2013); Ambrey et al. (2014). Most of these studies
look at life satisfaction rather than life evaluation, which is a
closely related concept. Items on life satisfaction typically
ask respondents how satisfied they are currently with their
lives, all things considered. Different from life evaluation, life
satisfaction is less prone to social comparisons, which
should matter less for environmental factors. In this chapter,
therefore, we assume that both life evaluation and life
satisfaction refer to the same underlying concept.

Anderson et al. (2012); Rohr & Wyzga (2012).
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Seresinhe et al. (2017).
Seresinhe et al. (2017, 2019).

Environmental characteristics such as weather and air
quality vary from hour to hour, and individuals generally
move to new environments several times a day, so
responses to long-term evaluative items such as the Cantril
ladder are not informative in this context.

MacKerron & Mourato (2013, n.d.).

In general, there are no clear prior expectations regarding
the functional forms of the relationships between our
well-being and environmental variables: they could be linear,
logarithmic, or quadratic, they could exhibit threshold
effects, and so on. Since we have a fairly large sample, we
address this issue by specifying binary or ‘dummy’ variables
for all environmental characteristics, which separately
identify the impact of ranges of values. GPS location is
reported, at best, at around +/- 5m accuracy, and to
varying degrees all environmental data sources are noisy or
imperfect. The effect of this noise in the data is to bias any
effects that we pick up in the direction of zero.

Met Office (2006a, 2006b). We use only those weather
stations that provide hourly readings and have a reporting
rate of at least 90% during the period covered by our
well-being data. This limits us to 33 stations for sunshine
duration and 125 stations for all other variables across the
UK as a whole. Fewer than 300 responses are lost to
missing weather data.

We use the NOAA sunrise/sunset calculations of the
R StreamMetabolism library (Sefick, 2009).

Mittal et al. (2014).
Walton et al. (2015).

Details are available at https://data.london.gov.uk/
air-quality/

As advised by the LAQN, for each response we take annual
average concentrations from the latest LAEI map for the
relevant 20m grid cell, then multiply by a scale factor and
add an offset parameter, both looked up in the Nowcast
data for the date, hour, pollutant species, and base map in
question. Other air pollutant species may well be relevant
for well-being: for example, PM2.5 may be more strongly
associated with negative health outcomes than PM10, and
previous work at local authority level has found it to be
negatively associated with life satisfaction (Dolan & Laffan,
2016). Only NO2 and PM10 concentrations are available in a
form that can be mapped across the city for the main
period of Mappiness responses, however.

The Open Greenspace data set consists of the following
classifications: public parks or gardens, play spaces, golf
courses, sports areas or playing fields, churchyards or burial
grounds, and allotments or community growing spaces
(Ordnance Survey, 2018).

European Environment Agency (2016).

The tidal River Thames extends through central London
and past Richmond Park to Teddington Lock. Boundary
data from Office for National Statistics (2011).

Inspection of satellite imagery for the canals suggests 20m
as a generally appropriate bandwidth. The Open Rivers
data set includes other inland rivers, but in London many of
these run underground, and therefore cannot be expected
to influence well-being levels.

Hughes et al. (2004).
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These time controls are: year, month, the Christmas period
(December 24 to 3l), day of week, public holidays, hour of
day (separately on weekdays and weekends or public
holidays) and, since there is an upward trend in subjective
well-being with continued use of the app, the number of
previous responses made by the same individual, as a third
order polynomial.

In other words, if our results show that green space has a
positive impact, we can say that, on average, the same
person feels better when they are exposed to green space
than when they are not. Conversely, if we did not include
fixed effects and if, as is likely, people who respond from
areas with different levels of pollution or green space also
have different individual characteristics, then any identified
differences in well-being according to response environ-
ments would have been partly attributable to that variation
between the sorts of people who spend time in those
environments.

We use the 2011 MSOAs, each with a population of
between 5,000 and 15,000 individuals (Office for National
Statistics, n.d.).

Standard errors are clustered at the individual level to
account for correlations between observations from the
same individual. Where local-area fixed effects are also
included, which are not nested within individuals, standard
errors are nevertheless clustered at both individual and
local-area level using the method of Correia (2017).

For example, in terms of well-being, individuals might be
likelier to choose to visit green spaces when they are
unhappy, in order to cheer themselves up. In that case, a
positive effect of green spaces could be partly masked by
the negative circumstances that encourage individuals to
visit. Or, regarding environmental characteristics, an
individual might choose to avoid the most polluted areas of
a city during episodes when air pollution is generally high.
We can assume that this behavioural adaptation reduces
well-being, since it is not what the individual would
otherwise have chosen, but our analysis may not fully
ascribe those costs to the high levels of air pollution in the
most polluted areas since the individual, having modified
their behaviour, is not now exposed to those.

Recall that this is London weather: air temperatures of 25°C
or higher are found only in around 1% of observations, and
remain under 30°C in over 99.9% of those. We therefore do
not have the data that would be needed to assess the
happiness impacts of higher temperatures experienced in
other parts of the world.

MacKerron (2012).

White et al. (2013); Ambrey & Fleming (2014); Bertram &
Rehdanz (2015).

Eibich et al. (2016).
Alcock et al. (2014).
Krekel et al. (2016).
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Introduction

This chapter explores the empirical links between
the Sustainable Development Goals (SDGs) and
human well-being. The SDGs were ratified in 2015
as the successor to the Millennium Development
Goals and have a target date of 2030. The goals
measure different aspects of the economic,
social and environmental development within
countries. To empirically explore the linkages
between sustainable development and well-
being we combine two major data gathering
efforts. We leverage the SDG Index!, which
measures how far along countries are in the
process of achieving the SDGs. We also use the
Gallup World Poll, which is a survey that is
representative of about 98% of the world’s
population and includes an item on how people
evaluate the quality of their lives, which we will
henceforth refer to as subjective well-being
(SWB). Data on other dimensions of subjective
well-being, such as the experience of positive
and negative emotions, will be referred to explicitly
rather than as elements of a more broadly defined
SWB. Combining the Gallup World Poll and SDG
Index data sets enables us to empirically explore
how sustainable development relates to the way
people experience their lives.

Intuitively, making progress in terms of sustainable
development is likely to benefit both people and
planet. Detailed empirical work, however, may
reveal some tensions where actions needed to
achieve sustainability may challenge people into
changing behaviours and potentially reducing
their well-being (at least in the short run). In fact,
large-scale social movements such as the “yellow
vests” in France were initiated when additional
fuel taxes were introduced. While fuel taxes are
considered an effective way to induce more
sustainable behaviour, they put additional
pressure on the lifestyles and purchasing power
of people living outside of major cities who
require more use of automobiles given that there
are less public transport options available to
them. Alongside social movements such as the
“yellow vests,” there are the pro-environment
movements such as “Extinction Rebellion” that
raise alarm bells over climate change and the
need for drastic and immediate measures to
reduce our reliance on carbon fuels. By unpacking
the seventeen SDGs in relation to well-being, this
chapter tries to take a closer empirical look at

how sustainable development aligns with the
interests of people and planet, but also where
there may be inherent tensions that require more
complex policy efforts in order to chart a course
towards environmentally sustainable and socially
equitable growth without reducing human
well-being.2

A related empirical question concerns the relative
importance of each of the SDGs in terms of
driving human well-being. All SDGs are important—
but some SDGs may be more relevant to well-being
than others. This is of interest for a number of
reasons. Those SDGs that are most strongly
linked to advancing well-being could perhaps be
prioritized if budgets are limited (and well-being
considered a goal of policymaking). Advancing
on SDGs that are negatively correlated with
well-being metrics will likely require more
complex policy action in order to alleviate other
concerns. By unpacking the SDGs in terms of
well-being, we also show how their relative
importance may change over time and by
regional context. The analyses reported in

this chapter may provide some broad policy
guidance to policymakers across the world’s
regions that are keen to advance the well-being
of both people and the planet.

In line with intuition, the countries with a higher
SDG Index score tend to do better in terms of
subjective well-being (SWB)—with the Nordic
countries topping both rankings. In fact, there is
a highly significant correlation coefficient of 0.79
between the SDG Index® and the SWB scores.
This shows the importance of a holistic approach
to economic development when trying to improve
citizen well-being. Interestingly, the best fitting
model to describe the relationship between the
SDG Index and SWB takes a quadratic form
indicating that a higher SDG Index score correlates
more strongly with higher SWB at higher levels
of the SDG Index. This would indicate that
economic growth is an important driver of
well-being at early stages but becomes less
significant later in the development cycle. Put
differently, this result implies increasing marginal
returns to sustainable development in terms of
human well-being.

A conceptual model that explores the pathways
between sustainable development and well-being
finds that the SDGs are strongly related to

the ‘determinants of well-being’ as laid out in




Chapter 2. These are income, social support,
generosity, freedom, trust in government, and
health. Among the different SDGs, however, we
find much heterogeneity in how they correlate to
SWB. In fact, some of the environmental goals
are significantly negatively correlated with SWB.
These are Goal 12 (responsible consumption and
production) and Goal 13 (climate action). Moreover,
there are significant regional differences in these
correlations. For example, Goal 10 (reducing
inequality) has a 0.71 correlation with SWB in
Europe but is not correlated with SWB in many
other regions. As such, these analyses reveal a
number of intrinsic tensions between sustainable
development and well-being that will hopefully
stimulate further research and debate in order to
inform policy action.

This chapter begins by discussing the headline
correlation between the SDG Index and SWB. We
analyse the quadratic relationship depicted and
then show which countries significantly deviate
from the main trend. We then also look at how
SWHB is related to other indices that measure
progress to show that the SDG Index compares
well with them. In the next section, the SDG
Index is split into its 17 component goals and we
analyse the varying relationships with well-being.
Here we discuss the trade-offs that appear when
we dig deeper into the relationship between
sustainable development and well-being. We
finish this section by conducting a variance
decomposition analysis to show which goals
contribute most strongly to the variation in
well-being between countries. Finally, we look into
the determinants of well-being and analyse them
as pathways by which the sustainable development
goals affect well-being. Generally, this chapter
finds that the SDGs are a critically important but
complex set of targets as governments increasingly
appreciate the overarching goal of improving the
well-being of their populations.

Is sustainable development
conducive to human well-being?

For our analyses, we use the standard measure
of well-being used in the World Happiness
Report rankings and most other research on the
topic. The survey item asks respondents to value
their current lives on a O to 10 scale, with the
worst possible life as a O and the best possible

life as a 10. Countries are coded to represent the
six regions they belong to: Europe, Middle East
and Northern Africa, Americas, Sub-Saharan
Africa and Former Soviet Union. The G7 and
BRICS countries are also labelled, as well as
some of the outlier countries.

Figure 6.1 shows the scatterplot for the SDG
Index and SWB for all countries in the dataset.
The SDG Index and SWB have a highly significant
correlation coefficient of 0.79, and interestingly,
the line of best fit is not linear but quadratic.

In Appendix, we show that the quadratic fit is
statistically superior compared to a pure linear
fit, as well as higher-powered models as borne
out when applying the Bayesian information
criterion and Akaike information criterion to test
the relative quality of model fits. The notion of
increasing marginal returns to sustainable devel-
opment aligns with economic intuition and prior
research on the economics of well-being. As
countries become more developed, a higher SDG
Index score is associated with an ever higher
SWB score. This implies that economic activity is
more important for well-being at lowers levels of
economic development. As countries become
richer the well-being of their citizens stagnates
unless further economic growth is more sustainable
by, for example, addressing inequality and
improving environmental quality.

Our measure of SWB is an evaluative measure of
well-being and the survey responses may differ
from emotional measures of well-being, especially
when looked at in relation to economic measures
such as income and development.# As such, in
the Appendix we also report on the relationship
between the SDG Index and measures of emotional
well-being. The Gallup World Poll includes
measures of positive emotions such as “enjoy-
ment” and “smile or laugh,” as well as negative
emotions such as “worry”, “sadness”, and
“anger”. Correlating an index of positive
emotional experiences with the SDG Index
scores leads to a correlation coefficient of
0.27—while statistically significant, this indicates
a much weaker empirical link between achieving
the SDGs and the experience of positive
emotions as compared to life evaluations already
examined. This is less the case for an index of
negative emotional experiences, for which we
obtain a correlation coefficient of -0.57 suggesting
that countries that are not doing well in terms of
the SDGs also tend to have populations that are






above the line of best fit clearly punch above
their weight in terms of happiness relative to
where the model would expect these countries
to be given their scores on the SDG Index.
Conversely, countries significantly below the line
of best fit punch below their weight in terms of
well-being relative to where we expect their
average levels to be given their score on the
SDG Index. These empirical observations raise
interesting questions on why these countries’
average well-being levels deviate substantially
from the trend. These results also indicate that
there are a number of aspects that drive human
well-being that are not fully captured by the SDGs.

How well do the SDG Index and
other development indices explain
well-being?

In this section, we investigate how well the SDG
Index relates to human well-being. To be able to
compare and contrast the SDG Index® (SDGI) we
also include the Human Development Index
(HDI)7, Index of Economic Freedom (IEF)?, Global
Peace Index (GPI)®, Global Competitiveness
Index (GCI)!, Environmental Protection Index
(EPNY, and GDP per capita.’?

Table 6.2 indicates that the SDG Index and

other indices of development are positively and
significantly correlated with SWB. SWB is most
strongly correlated with the Human Development
Index, but the statistical confidence intervals
around these estimates suggests that there is

no significant difference with the coefficients on
the SDG Index, Global Competitiveness Index,
Environmental Protection Index, and even with
GDP per capita. The Index of Economic Freedom
and the Global Peace Index are, however, signifi-
cantly less correlated with SWB as compared to
the aforementioned indices.

The Human Development Index measures the
level of welfare within a country by looking at
three different indicators: Life Expectancy
Indicators, Educational Attainment Indicators,
and Standard of Living Indicators. The Life
Expectancy Indicator refers to life expectancy
at birth. Educational Attainment consists of the
adult literacy rate and gross enrolment ratio.
Standard of Living is measured by GDP per
capita. These data that make up the HDI have
much overlap with what the SDG Index measures
(correlation of 0.92 between the HDI and the
SDG Index).

Table 6.2: Regression analysis of SDG Index and other development indicators

on subjective well-being

SWB () SWB((®2) SWB(3) SWB(@4) SWB((5) SWB(6) SWB(7) SWB(8) SWB(9)
SDGI 0.790%** 0.379**  0.368***
(15.63) (2.50) (4.23)
GCl 0.812%** 0.210
(16.05) 1.22)
IEF 0.650%** 0.098
(10.37) (1.08)
HDI 0.814%** -0185
17.22) (-1.02)
GPI3 0.527*** -0.085
(752) (-1.34)
EPI 0.786*** 0.243** 0.243**
(15.44) (2.46 (2.52)
GDP PC 0.709%*  0.264**  0.321%**
(12.30) (2.75) (4.69)
Adjusted R 0.622 0.657 0.418 0.660 0.273 0.616 0.499 0.702 0.691
N 149 135 149 153 149 149 152 130 130

Note: Coefficients are standardized. T-statistics are in parentheses. * represents significance at 10% level. ** represents
significance at 5% level. *** represents significance at 1% level.



The Global Competitiveness Index consists of the
following 12 pillars: Institutions, Infrastructure,
ICT adoption, Macro Stability, Health, Skills,
Product Market, Labour Market, Financial System,
Market Size, Business Dynamism, and Innovation
Capability. This is a comprehensive measure

that also has significant overlap with the SDG
Index and HDI. The correlations are 0.87 and
0.92 respectively.

The Environmental Protection Index has twenty-
four indicators organized into ten issue categories
and two policy objectives. These ten issue
categories cover: Biodiversity & Habitat, Forests,
Fisheries, Climate & Energy, Air Pollution, Water
Resources, Agriculture, Heavy Metals, Water &
Sanitation, and Air Quality. The EPI is a compre-
hensive measure of the natural environment that
is much wider in scope than the environmentally
oriented SDGs.

GDP per capita and the Index of Economic
Freedom are also positively correlated with SWB,
but less so than the aforementioned indicators.
This is perhaps to be expected: economic growth
is only one of the many drivers of well-being. In
turn, the Index of Economic Freedom gauges
how conducive the socio-economic environment
is for economic growth.

Finally, we note the relatively weak correlation
between the Global Peace Index and SWB. The
GPl is a very broad measure that considers inter-
national and domestic conflict, crime, political
instability, number of police per 100,000 citizens,
and nuclear and heavy weapons capability,
among others. The relatively low correlation with
SWB and other development indices such as the
GPI (see correlation table in Appendix) may be
the result of more developed nations also being
more likely to have nuclear capability and perhaps
a larger police force while no less reports of
crime than developing nations. It would appear
that the GPI is constructed in a way that does
not lend itself easily to gauge the common sense
that safe environments to live in would be a
necessary precursor to happy communities.

In column (8) of Table 6.2 we include all these
development indices in a single regression with
SWB as the dependent variable. As noted before,
some of these indices are strongly correlated

so this multivariate regression suffers from
multicollinearity. The results of this exploratory
analysis suggest that the SDG Index remains

significant alongside the Environmental Protection
Index and GDP per capita. Other tests show that
the four insignificant variables can be safely
omitted, such that the model reported in column
(9) that only includes the SDG Index,
Environmental Protection Index and GDP per
capita provides a sufficient explanation.*

Unpacking the SDGs in relation
to well-being

In this section, we unpack the SDGs and consider
the seventeen goals separately in relation to
well-being. While the overall SDG Index may
correlate strongly with human well-being, the
question remains whether some SDGs may be
more or less conducive to well-being. We start
by considering the basic univariate correlations
between each SDG and well-being globally
before doing the same by region of the world.
Later in this section we apply a variance
decomposition method to consider the relative
importance of each SDG in explaining the
variance in well-being between countries. Both
these approaches reveal important heterogeneity
in how the SDGs relate to well-being.

How does each SDG relate to well-being?

In Table 6.3 we report on how each SDG correlates
with well-being both globally and regionally. As
expected from the aforementioned general
results, we find that most SDGs correlate strongly
and positively with higher well-being. At the
same time, by unpacking the SDGs we discover
much heterogeneity in how some of the SDGs
relate to well-being. In fact, we find SDGs 14

(Life below water), 15 (Life on land), and 17
(Partnerships for the goals) to be generally
insignificant. Strikingly, we find that SDGs 12
(Responsible consumption and production) and
13 (Climate action) are significantly negatively
correlated with human well-being.

When looking at the relationship between SDGs
and well-being by region we detect further levels
of heterogeneity in how individual SDGs relate to
well-being in different contexts. It is, however,
important to note that considering these data by
region reduces the number of observations and
therefore both the precision of the coefficient
and the statistical power to report significant
differences. As Figure 6.1 revealed visually, there




Table 6.3: Correlation table for each SDG and well-being (globally and regionally)

REGION
SDG Former Sub-
Soviet Saharan
All Europe Union Asia MENA Africa Americas

1 No Poverty 0.65* 0.49* -0.03 0.44 0.22 0.50* 0.76*
2 Zero Hunger 0.62* 0.44 0.30 0.41 0.70* 0.23 0.38
3 Good Health 0.77* 0.76* 0.40 0.69* 0.82* 0.5 0.89*
4 Quality Education 0.64* 0.48* 0.2 0.55* 0.67* 0.14 0.62*
5 Gender Equality 0.61* 0.78* 0.55 0.69* 0.75* -0.29 0.66*
6 Clean Water and Sanitation 0.73* 0.69* 0.16 0.83* 0.26 0.00 0.61*
7 Affordable and Clean Energy  0.69* 0.40 -0.40 0.71* 0.47 0.51* 0.68*
8 Decent Work and 0.69* 0.62* 0.68* 0.54* 0.77* 0.34 0.61*

Economic Growth
9 Industry, Innovation 0.80* 0.90* 0.36 0.78* 0.92* 0.35 0.62*

and Infrastructure
10 Reducing Inequality 0.32* 0.71* 0.06 0.2 0.01 0.07 -0.08
11 Sustainable Cities and 0.61* 0.74* 0.51 0.56* 0.08 0.00 0.77*

Communities
12 Responsible Consumption -0.75* -0.69* -0.39 -0.78* -0.80* -0.26 -0.51

and Production
13  Climate Action -0.35* -0.19 -0.19 -0.54* -0.71* -0.10 -0.23
14  Life Below Water -0.02 0.2 0.44 0.8 -0.14 -0.02 0.28
15 Life on Land 0.03 -0.06 0.50 -0.13 -0.24 -0.06 0.09
16 Peace, Justice and 0.69* 0.85* 0.2 0.72* 0.73* 0.06 0.72*

Strong Institutions
17 Partnerships for the Goals 0.16 -0.03 -0.28 0.27 0.21 0.04 -0.02

ALL 0.79* 0.79* 0.37 0.74* 0.55 0.32 0.77*

Note: Univariate correlations where * represents statistical significance at the 1% level. In line with SDG Index

methodology, regional averages are used for missing values.

is a stronger link between the SDG Index and
well-being at higher levels of economic develop-
ment. In Table 6.3 we indeed find that the general
correlation between the SDGs and well-being

is considerably lower in regions with mostly
developing nations. In fact, only for Europe,
Asia, and the Americas do we pick up a strong
statistically significant correlation between the
SDG Index and well-being. When looking at

the SDGs individually, we pick up even more
variation in how some SDGs are more strongly
correlated than others with well-being. Some
noteworthy regional results include (1) the
important role of SDG 8 (decent work and
economic growth) for countries in the former
Soviet Union; (2) the relative importance of

SDG 9 (industry, innovation and infrastructure)
for nations in Europe and the MENA region; and
(3) SDG 10 (reducing inequality) appears to only
matter significantly for the European nations.

These regional correlations need to be taken
with due caution given the relatively low number
of observations available but, taken together,
Table 6.3 paints a vivid picture of the varied and
complex ways in which the SDGs relate to human
well-being and how these pathways are highly
context specific.

Are there trade-offs between the SDGs
and human well-being?

Table 6.3 reveals that SDG 12 (responsible
consumption and production) and SDG 13
(climate action) have, in fact, strong negative
correlations with self-reported measures of
human well-being. Moreover, these negative
correlations appear to hold for each one of
the world’s regions and therefore merit more
academic and policy attention.



Studying the indicators underlying the SDG Index
shows that SDG 12 (responsible consumption and
production) is determined by municipal solid
waste, electronic-waste generated, production-
based and imported SO2-emissions, nitrogen
production footprint, net imported emissions of
reactive nitrogen, and non-recycled municipal
solid waste. Based on these indicators, SDG 12
may be highly correlated with the quantity

of waste created through consumption and
production rather than the proportion of
responsible production and consumption. Since
economically developed nations produce more
waste but also tend to have higher levels of
well-being, this may help explain why SDG 12 has
such a strong negative correlation with well-
being. If responsible consumption and production
is also taken to mean less consumption and
production in the first place, it tends to go hand
in hand with economic contexts that are generally
lower in terms of well-being. However, this is not
what we find to be the case when regressing
SDG 12 on well-being controlling for the general
level of economic development. As Table 6.4
suggests, SDG 12 continues to correlate negatively
with SWB even when taking into account the
general level of economic development as
measured using GDP per capita. This analysis
therefore suggests that advancing responsible
consumption and production comes with a
trade-off in terms of (short-term) well-being as
self-reported by citizens.

SDG 13 (climate action) is determined by per
capita energy-related CO2 emissions, technology

Table 6.4: Regression analyses of SDG 12 and SDG 13 on well-being

(controlling for GDP)

adjusted imported CO2 emissions per 100,000
people, people affected by climate related
disasters, CO2 emissions embodied in fossil fuel
exports, and effective carbon rate from all
non-road energy excluding emissions from
biomass. As was the case with SDG 12, countries
that are more economically developed tend to
pollute more while also having higher well-being.
Climate action here would imply not only
qualitative actions to reduce CO2-emissions
(while maintaining general production levels),
but climate action would also benefit from
quantitative reductions in productive capacity
that would lead to structural economic changes
that would be in tension with other drivers of
well-being. Unlike SDG 12, however, we find that
accounting for the general level of economic
development turns a negative correlation into
an insignificant one. As reported in Table 6.4,
this suggests that the underlying measures

for climate action are strongly correlated with
the level of economic development in the first
place which, in turn, drives the relationship
with well-being (more so than climate action

by itself).

%

More generally, it is possible that neither of these
environmental SDGs properly captures how people
actually value the environment. The Environmental
Protection Index (EPI) has a strong positive
correlation with subjective well-being, as shown
in Table 6.2!5 This is supported by earlier work:®
finding that subjective well-being is negatively
influenced by poor air quality, that people are
willing to pay for observably cleaner air, and that

SWB SWB
SDG 12 (Responsible consumption and production) -0.522***
(-4.72)
SDG 13 (Climate action) 0.108
(1.54)
GDP per capita 0.264** 0.783***
(2.39) (1112)
Adjusted R? 0.577 0.520
N 147 147

Note: T-statistics are in parentheses. * represents significance at 10% level. ** represents significance at 5% level. ***

represents significance at 1% level.



time in nature enhances well-being and is necessary
for humanity.” These research insights indicate
that well-being is positively correlated with the
outcome of environmental policies, even if it is
not necessarily positively correlated with the
efforts required of the policies. A large-scale
study assessed possible explanations for this
environmental paradox®®, finding that it is plausible
that (1) there is a time lag after ecosystem
degradation before well-being is affected; (2)
technology and innovation have to some extent
decoupled well-being from nature; and that (3)
well-being is dependent on provisioning services,
such as food production, that are increasingly
putting pressure on our ecosystem. Such
observations may help explain why ecological
degradation has not negatively impacted human
well-being even though people depend on
ecosystem services.

Trade-offs between the SDGs and SWB can also
arise as a result of trade-offs between different

SDGs. Arguably SDGs 11, 13, 14, 16, and 17 continue
to have negative trade-offs and non-associations
with other SDGs.*® The highly positive links
between goals 11 and 16 and human well-being
may possibly compensate for these intra-SDG
trade-offs, but policy-makers may find pursuing
SDGs 13, 14, and 17 more difficult due to the
negative or insignificant correlation with the
well-being of current generations. Needless to
say, however, the urgency of climate change
does require action to ensure the well-being of
future generations.?°

Variance decomposition analysis of the SDGs
in relation to well-being

In this section, we apply variance decompaosition
to explore the relative importance of each SDG
in explaining the variance in well-being between
countries. This method, called “dominance
analysis”, investigates the relative contribution to
the variance explained in well-being (R?) for a

Figure 6.2: The relative importance of SDGs in explaining the variance in well-being

between countries

1%

1: No Poverty

2: Zero Hunger

3: Good Health and Wellbeing
4: Education

5: Gender Equality

6: Clean Water and Sanitation

7: Affordable and Clean Energy

8: Decent Work and Economic
Growth

9: Industry, Innovation and
Infrastructure

== 10: Reduced Inequalities

11: Sustainable Cities and
Communities

12: Responsible Consumption
and Production

13: Climate Action
14: Life Below Water
15: Life on Land

16: Peace, Justice and Strong
Institutions

17: Partnership for the Goals



given set of predictors—in this case the 17
SDGs.? One important assumption being made
in such an analysis is that it forces the SDGs to
explain all of the variance in well-being between
countries. There are also a number of important
limitations in that it hinges on there being variance
in the first place, and yet the measurements for
some SDGs do not vary much. Moreover, we are
limited in terms of number of observations as we
can only consider the 149 countries available in
the data (or less when looking at regions). In line
with the SDG Index approach, we impute missing
SDG values with regional values when necessary
rather than lose observations.??

Figure 6.2 presents the results of the variance
decomposition and suggests large differences

in how each SDG contributes to explaining the
variance in well-being between countries. This
figure paints a picture that aligns closely with the
correlation coefficients reported in Table 6.3.

Figure 6.3: Relative importance of SDG groups in explaining the variance
in well-being between countries

SDGs 10, 14, 15 and 17 would appear to contribute
negligibly to explaining variation in well-being
across the globe. On the other hand, the greatest
explanatory power seems to lie with SDGs

3, 8,9, and 12. SDG 8 (decent work and
economic growth), SDG 9 (industry, innovation
and infrastructure), and SDG 12 (responsible
consumption and production) each explain 10%
or more of the variance. It is important to note,
of course, that SDG 12 (as well as SDG 13) are
negatively correlated with well-being, as was
shown earlier on in Table 6.3. 122

123

Variance decomposition analysis of regional
SDG groups in relation to well-being

In these analyses, we group the SDGs into
Economic (4,8,9), Social (1,5,10), Health (3), Law
(16), and Environmental goals (2, 6, 7, 11, 12, 13, 14,
15). Figure 6.3 first shows the results for how well
these SDG groups explain the variance between
all countries. In Figure 6.4 we show the results
by region.

'@

Goals 4, 8, 9 (Economic)
Goals 1, 5, 10 (Social)
Goal 16 (Law)

Goals 2, 6, 7,11, 12, 13, 14, 15
(Environment)

Goal 3 (Health)




Figure 6.4: Relative importance of SDG groups in explaining regional well-being
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The general takeaway from the regional variance
decomposition analyses is that there is much
regional heterogeneity hidden behind a global
analysis, with the regional context driving which
SDGs are most important in explaining the
variance in well-being between countries in the
region. In Europe (N=33), and especially in the
countries of the former Soviet Union (N=15), we
find the great importance of the Economic SDGs
in explaining regional variation in well-being. In
Asia (N=23) we find a fairly balanced role for the
Economic, Law, Social, and Health SDG groups in
explaining regional differences in well-being. In
the Americas (N=23) we find that Health plays
the most important role in driving regional
variation in well-being. The results for Sub-Saharan
Africa (N=38) point towards the Social and
Economic SDGs as playing the largest roles

in explaining regional differences, but the
Environmental SDGs also play a large role,
especially in comparison to other regions. For
the countries in the MENA region (N=17) we find
a more balanced picture with the Health and
Economic SDGs driving most of the variation,
but an important role as well for the Social, Law,
and Environmental SDGs.

Figure 6.5: A simple pathway model for how the SDGs relate to well-being

It is important to reiterate that these variance
decomposition analyses are limited by their
methods and the number of observations. As
such these results are exploratory and solely aim
to stimulate thinking and further research on
how the SDGs relate to human well-being—and
how general analyses may hide important
heterogeneity when looking at individual SDGs
and in the context of different regions.

A simple baseline theory of
SDGs and SWB

In this section, we propose a simple conceptual
model of how the SDGs may shape well-being by
way of the six well-being determinants as laid
out in Chapter 2. These are Income, Social
support, Generosity, Freedom to make life
choices, Trust in government and business, and
Healthy life expectancy.

%

The arrows in the model represent linear
correlations between the five aforementioned
SDG groups and the six well-being determinants.
We show those relationships that we believe best
highlight the most relevant pathways. In the
Appendix, we present a general correlation table

SDGS

Education (SDG 4)
Job Skills (SDG 8)
Innovation (SDG 9)
Infrastructure (SDG 9)

End Poverty (SDG 1)
Gender Equality (SDG 5)
Reduce Inequality (SDG 10)

Rule of Law (SDG 16)

DETERMINANTS OF SWB

0.71

Income Per Capita

Social Support

Values (Generosity)

Environmental Sustainability
(SDGs 2, 6, 7,11, 12, 13, 14, 15)

Freedom to Make Life Choices

Trust in Government

Health for All (SDG 3)

Health




for all possible links. In terms of the determinants
of well-being we find that the strongest correla-
tions to well-being are Income per capita, Social
support, and Health. This is intuitive, but is also a
result of having good measures for these features.
Freedom to make life choices and Trust in govern-
ment come in next. The measure for Values is
insignificant but we note that this is likely to be a
result of generosity being very hard to measure.

Three of the SDG groups have strong positive
correlations with Income per capita. Unsurprisingly,
these are the groups that capture Economic
features (SDGs 4, 8 and 9), Law (SDG 16), and
Health (SDG 3). The goals representing the
Environment (SDGs 2, 6, 7, 11, 12, 13, 14, 15) also
have a positive correlation with Income per
capita but we note that it is lower at 0.17. These
pathways are a very important route for the
SDGs to affect well-being because of the strong
relationship between Income per capita and
SWAB. Social support, another strong determinant
of SWB, is very positively related to goals
representing social equality (SDGs 1, 5, and 10).
Counter-intuitively, we note the lower correlations
between this group and the SWB determinants
of Values (Generosity) and Freedom to make life
choices. The Rule of Law has a similar relationship
with these three determinants as the Social
SDGs group. Finally, the health determinant has
a correlation of close to 1 with the Health SDG.
We see that the Environmental group is quite
important for Health too with a positive
correlation of 0.63.

Conclusion

This chapter has studied the empirical relationship
between the SDGs and subjective well-being
using data from the SDG Index and the Gallup
World Poll. There is a strong correlation between
achieving sustainable development and self-
reported measures of well-being. Moreover, the
analyses indicate that there are increasing
marginal returns to sustainable development in
terms of well-being.

Splitting the SDG Index into its 17 component
goals allowed for analysing possible trade-offs
between sustainable development and well-
being. While most SDGs were positively correlated
with well-being, goal 12 (responsible consumption
and production) and goal 13 (climate action)

were negatively correlated with SWB. However,
the Environmental Protection Index is positively
correlated with SWB, suggesting that the outcome
of environmental policies is positively correlated
with SWB, even if the process of reaching those
policies may not be. This raises the challenge

of policy action in these areas since they run
counter to the subjective well-being of important
groups in society. Given that lowering well-being
erodes the support for incumbent governments??
this makes such policies even more difficult to
implement. A recent report by the OECD attempts
to address this challenge by proposing climate
change mitigation through a well-being lens and
putting people at the centre of climate action.?*

We have studied the link between the SDGs

and SWB of the current generations. Future
research should investigate the extent to which
self-reported SWB metrics account for the
well-being of future generations. This is especially
relevant when considering SDG 12 (responsible
consumption and production) and SDG 13
(climate action). Implementing these policies
requires intergenerational reciprocity, which has
been shown to depend on the behaviour of
previous generations.?® To be able to assess the
extent to which self-reported measures of
well-being integrate longer-term aspects of
well-being, including the well-being of future
generations, is a particularly important limitation
for this line of work.

This work also does not address international
dynamics. The sustainable development of a
country may come at a cost to other countries,
or the actions of countries may influence the
well-being in others.?® Furthermore, the model of
linking SDGs with well-being assumes only direct
relationships. Some recent work shows that
addressing SDGs have knock-on effects for other
SDGs.?” Another dynamic that has not been
discussed is the extent to which the well-being
of populations may itself exert influence on their
country’s approach to development. Changes in
well-being have been documented to have
wide-ranging effects on economic, social, and
health outcomes.?® These objective benefits

of subjective well-being include pro-social
behaviours. As such, there is an urgent need to
combine the SDG and SWB research and policy
agendas to generate solutions that work for
both people and planet and help accelerate
sustainable development.



Endnotes

10
1
12

13

14

15

16
17
18
19
20
21
22

23
24
25
26
27
28

See Sachs et al. (2019)
See for instance Bennett et al. (2019), Kroll et al. (2019)

Note that the SDG Index is modified to remove the SWB
score, which is one of the indicators for SDG 3 (Health and
Wellbeing). Given the large number of variables that make
up the SDG Index, we find that leaving in or taking out the
SWB variable does not meaningfully impact any results.

See Deaton and Kahneman (2010)
See Powdthavee, Burkhauser, and De Neve (2017)

In this section, we use the SDG Index scores uncorrected
for their inclusion of the SWB measure (as part of SDG 3)
in order to be able to compare it as such with the other
development indicators.

HDI data comes from its 2019 report.
IEF data comes from its 2019 report.
GPI data comes from its 2019 report.
GCI data comes from its 2019 report.
EPI data comes from its 2018 report.

GDP per capita data are taken from the World Happiness
Report 2019 data file available at https://worldhappiness.
report/ed/2019/

For the sake of ease in comparison between indicators, we
report the opposite sign value for this coefficient since the
GPI tabulates lower scores as implying more peace.

An F-test on the four insignificant indices reveals F(4,120) =
1.85 with p-value = 01228 suggesting that we can omit
these four indices.

The Environmental Protection Index (EPI) is a more
comprehensive measure of the environment that goes
further than the environmentally oriented SDGs, so it may
help in explaining the complex relationship between
environment, environmental policies and human well-being.
The indicators for the EPI clearly affect a larger range of
SDGs: Goals 2, 6, 7, and 11-15 take the same inputs as EPI. In
fact, SDGs 6, 7, and 13-15 are the ones that most represent
components of the EPI. Out of these, 6 and 7 have strong
positive correlations with SWB while 13 has a moderately
negative correlation, and 14 and 15 are statistically
insignificant.

See for instance Levinson (2012) and Luechinger (2009)
See Williams (2017)

See Raudsell-Hearne et al. (2010)

See Kroll et al. (2019)

See for instance Stern (2015 and 2018), OECD (2019)
See Azen and Budescu (2003)

Imputation with regional values is most relevant with
regards goal 14 (life below water).

See Ward (2020)

See OECD (2019)

See Wade-Benzoni (2002)

See Schmidt-Traub et al. (2019).
See ICSU (2017)

See De Neve et al. (2013)
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Chapter 6 Appendix



Table Al: Model curvature test for Table A2: Model fit for SDG Index

SDG Index on SWB on SWB by power
SWB SWB Akaike Bayesian
SDG Index 0.7865** -0.8926 information information
(1'5 a4) (_1'53) Model fit criterion criterion
. : by power (AIC) score (BIC) score
(SDG Index)?  — 1.6852%** :
(2.90) Linear 313.4523 319.4602
Adjusted R? 0616 0.634 quadratic 3071310 316.1428
N 149 149 3d power 309.1064 3211221
4th power 311.0866 326.1063

Note: *** means significant at the 1% level and
t-statistics are given in parentheses

Figure Al: Sustainable development and positive affect
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Figure A2: Sustainable development and negative affect
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Table A3: Correlation table for development indicators

Indices Correlation

SWB IEF HDI GPI7 GClI EPI GDPC SDGI
SWB = = — — — — — —
IEF 0.65 = = = — — — —
HDI 0.81 0.68 = = = — — —
GPI* 0.53 0.56 0.53 — — — — —
GClI 0.81 0.81 0.92 0.53 = = = =
EPI 0.79 0.61 0.86 0.52 0.82 — — —
GDPC 0.71 0.69 0.77 0.47 0.80 0.71 = =

SDGI 0.79 0.60 0.92 0.55 0.87 0.83 0.61 —




Table A4: Pathways model correlation matrix

SDG SDG

SDG (4,8, 9) (1,5, 10) SDG 16 (2, 6-7,11-15)  SDG 3
SDG (4,8, 9) —
SDG (1, 5, 10) 0.8106* —
SDG 16 0.7947* 0.7366* —
SDG (2, 6-7, 11-15) 0.6372* 0.5552* 0.4531* —
SDG 3 0.9073* 0.8518* 0.8005* 0.6219* —
Income Per Capita 0.7254* 0.6265* 0.7154* 0.1716 0.6964*
Social Support 0.7741* 0.7218* 0.5873* 0.5616* 0.7422*
Values (Generosity) -0.1416 -0.0712 -0.0613 -0.3313* -0.2066
Freedom to Make Life Choices 0.4662* 0.3284* 0.3895* 0.2870* 0.3481*
Trust in Government? 0.3760* 0.3389* 0.4761* 0.0582 0.3103*
Healthy Life Expectancy 0.8966* 0.8312* 0.7776* 0.6261* 0.9685*
SWB 0.8089* 0.7226* 0.6865* 0.5156* 0.7741*

* represents statistical significance at the 1% level



Income Per Social Values Freedom to Make Trustin Healthy Life

Capita Support (Generosity)  Life Choices Government? Expectancy SWB
0.6041* —

-0.0507 -0.1418 —

0.3718* 0.4501* 0.2652* —

0.5825* 0.1877 0.2525* 0.4113* —

0.6791* 0.7638* -0.1849 0.3923* 0.3073* —

0.7086* 0.7683* -0.0471 0.5481* 0.3932* 0.7859* —




Endnotes

1

This correlation is technically negative as lower scores
imply more peace.

This is technically a negative correlation because
lower scores represent less perception of corruption
in government.
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Introduction

From 2013 until today, every time the World
Happiness Report (WHR) has published its
annual ranking of countries, the five Nordic
countries - Finland, Denmark, Norway, Sweden,
and Iceland — have all been in the top ten, with
Nordic countries occupying the top three spots
in 2017, 2018, and 2019. Clearly, when it comes to
the level of average life evaluations, the Nordic
states are doing something right, but Nordic
exceptionalism isn’'t confined to citizen’s happiness.
No matter whether we look at the state of
democracy and political rights, lack of corruption,
trust between citizens, felt safety, social cohesion,
gender equality, equal distribution of incomes,
Human Development Index, or many other global
comparisons, one tends to find the Nordic
countries in the global top spots.

What exactly makes Nordic citizens so excep-
tionally satisfied with their lives? This is the
question that this chapter aims to answer.
Through reviewing the existing studies, theories,
and data behind the World Happiness Report, we
find that the most prominent explanations include
factors related to the quality of institutions, such
as reliable and extensive welfare benefits, low
corruption, and well-functioning democracy and
state institutions. Furthermore, Nordic citizens
experience a high sense of autonomy and free-
dom, as well as high levels of social trust towards
each other, which play an important role in
determining life satisfaction. On the other hand,
we show that a few popular explanations for
Nordic happiness such as the small population
and homogeneity of the Nordic countries, and a
few counterarguments against Nordic happiness
such as the cold weather and the suicide rates,
actually don’t seem to have much to do with
Nordic happiness.

Most of the potential explanatory factors for
Nordic happiness are highly correlated with
each other and often also mutually reinforcing,
making it hard to disentangle cause from effect.
Therefore, focusing on just a single explanation
may result in distorted interpretations. For
example, does trust in institutions and other
citizens create a fertile ground for building a
welfare state model with extensive social
benefits? Or does the welfare state model
contribute to low crime and corruption, which
leads citizens to trust each other more? Most

likely, both directions of influence play a role,
leading to a self-reinforcing feedback loop that
produces high levels of trust in the Nordic region,
and a high-functioning state and society model.
We seek insight on this by taking a brief look at
the history of the Nordic countries, which helps
us to identify some practical takeaways about
what other countries could learn from the Nordic
region to ignite a positive feedback loop and
enhance the happiness of their citizens. As
Thomas Jefferson noted in 1809, “The care

of human life and happiness and not their
destruction is the first and only legitimate object
of good government.”?

Review of existing explanations

Many theories have been put forth to explain the
high level of Nordic happiness, from successful
modernization® and the ability to support better
the less well off,* to high levels of social capital®.
Here we review the most prominent theories

to see the strength of their explanatory power
as regards Nordic happiness. After having
reviewed each explanation individually in this
section, we turn to the more difficult question

of how these factors are linked together, as there
are crucial interlinks and feedback mechanisms
between them.

Weather, smallness, homogeneity, and suicides —
Dispelling four myths contradicting the idea of
Nordic happiness

Before turning to what we see as the most
probable explanations for Nordic happiness, we
will dispel some myths that challenge Nordic
happiness by discussing a few factors sometimes
raised in popular press that in fact don’t have
much to do with Nordic happiness.

First, it is true that the Nordic countries do not
have the pleasant tropical weather that popular
images often associate with happiness; rather,
the Nordic winter tends to be long, dark, and
cold. It is true that people account for changes in
weather in their evaluations of life satisfaction,
with too hot, too cold, and too rainy weather
decreasing life satisfaction. However, effect sizes
for changes in weather tend to be small, and are
complicated by people’s expectations and
seasonal patterns. For example, people in the
tropics are found to be happier during winter but




less happy during spring, as compared to people
in more temperate zones.® Average weather is
something people adapt to and thus typically
doesn’t much affect the life satisfaction of those
used to a given weather. Accordingly, although
the warming of the weather due to climate
change could slightly increase the life satisfaction
of people living in cold countries such as the
Nordic countries,” based on current evidence,
weather probably doesn’t play a major role in
increasing or decreasing Nordic happiness.

Second, there is a myth that in addition to high
happiness metrics, the Nordic countries have
high suicide rates, a seeming paradox. However,
even though the Nordic countries, especially
Finland, used to have relatively high suicide rates
in the 1970s and 1980s, these rates have declined
sharply since those days, and nowadays the
reported suicide rates in the Nordic countries are
close to the European average, and are also
similar to rates in France, Germany, and the
United States, for example®. Although wealthy
countries, such as the Nordics, tend to have
higher suicide rates than poorer countries,® in
general, the same factors that predict higher life
satisfaction tend to predict lower suicide rates.
For example, higher national levels of social
capital and quality of government predict both
higher subjective well-being and lower suicide
rates, while higher divorce rates predict more
suicides and lower life satisfaction — although
quality of government seems to have a bigger
effects on life satisfaction and divorces on
suicide . Thus this seeming paradox seems to

be based on outdated information,* as Nordic
suicide rates are not especially high and are

well predicted by the theoretical models

where the same factors contribute to both higher
life satisfaction in the Nordics and to lower
suicide rates.

Third, it is often suggested that it is easier to
build welfare societies in small and homogenous
countries such as the Nordics, compared to
larger and more diverse countries. However,
research has not found a relationship, either
negative or positive, between the size of a
country’s population and life satisfaction. In
addition, smaller countries on average are not
more homogenous than larger countries.? In fact,
today the Nordic countries are actually quite
heterogenous, with some 19 % of the population
of Sweden being born outside the country. Some

empirical studies have found that increased
ethnic diversity is associated with reduced trust.
This is attributed to ethnically diverse societies
having more difficulty generating and sharing
public goods, but Eric Uslaner shows that it is
not ethnic diversity per se, but rather ethnic
residential segregation that undermines trust.®
Corroborating this, other research has demon-
strated that the economic inequality between
ethnic groups, rather than cultural or linguistic
barriers, seems to explain this effect of ethnic
diversification leading to less public goods.**
Thus the historical fact that the Nordic countries
have not had an underclass of slaves or cheap
labor imported from colonies could play some
role in explaining the Nordic path to welfare
societies. Furthermore, Charron & Rothstein®®
show that the effect of ethnic diversity on social
trust becomes negligible when controlling for
quality of government, indicating that in countries
of high-quality institutions such as the Nordic
countries, ethnic diversity might not have any
effect on social trust. Furthermore, according to
the analysis in World Happiness Report 2018, the
ratio of immigrants within a country has no
effect on the average level of happiness of those
locally born, with the ten happiest countries
having foreign-born population shares averaging
17.2 %, about twice as much as the world average .
Other studies have tended to find a small positive
rather than negative effect of immigration on the
well-being of locally born populations.'” Ethnic
homogeneity thus provides no explanation of
Nordic happiness.

Also, immigrants within a country tend to be
about as happy as people born locally.® As we
argue later, quality of governmental institutions
play a big part of Nordic happiness and these
institutions serve all people living within the
country, including immigrants. This is a probable
explanation for the high ranking of the Nordics
in the comparison of happiness of foreign-born
people in various countries, in which Finland,
Denmark, Norway, and Iceland occupy the top
four spots, with Sweden seventh globally.®

The well-being advantage of the Nordic
countries thus extends also to those immigrating
to these countries.



Welfare state generosity

Given that the Nordic countries are renowned for
their welfare-state model with extensive social
benefits, a natural candidate to explain Nordic
happiness is the welfare state. Early analyses
quantifying welfare as an aggregate measure

of government welfare spending, like the
percentage of GDP devoted to public welfare
programs, tended to find no link between welfare
expenditure and happiness, or even a negatively-
correlated link.2° Government spending as such
thus seems not to be clearly linked to greater or
worse life satisfaction, which is no surprise given
that government spending is tightly linked to
economic cycles and demographic changes,
rather than an adequate measure for tracking
the distribution and redistribution of goods

and services. More recent work has tended to
operationalize the welfare state in terms of the
benefits (in-kind and in-cash) offered to citizens
rather than mere spending as proportion of GDP,
because the latter does not tell what the state
actually provides for its citizens. In a longitudinal
study of 18 industrial countries from 1971-2002,
Pacek and Radcliff examine welfare state
generosity by using an index capturing the
extent of emancipation from market dependency
in terms of pensions, income maintenance for
the ill or disabled, and unemployment benefits,
finding that welfare state generosity exerts a
positive and significant impact on life satisfaction.?
Another study that examined OECD countries
found that indicators such as the extensiveness
of welfare benefits and degree of labor market
regulation had a significant positive association
with life satisfaction.?? This study also found that
this effect is not moderated by people’s income,
meaning that both poor and rich individuals

and households benefit from more extensive
government. Income security in case of
unemployment plays a strong role in determining
life satisfaction, as both unemployment and fear
of unemployment strongly affect quality of life.®
Furthermore, using Gallup World Poll data, Oishi
et al. demonstrate that the positive link between
progressive taxation and global life evaluation is
fully mediated by citizens’ satisfaction with
public and common goods such as health care,
education, and public transportation that the
progressive taxation helps to fund?*. These and
other studies® suggest that one secret to Nordic
happiness is the institutional framework of the

Nordic welfare state. People tend to be happier
in countries where there is easy access to
relatively generous welfare benefits, and where
the labor market is regulated to avoid employee
exploitation.?®

Institutional quality

Quality of government is another key explanation
often provided for the high life satisfaction of
Nordic countries, because in comparisons of
institutional quality, the Nordic countries occupy 132
the top spots along with countries such as New
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Zealand and Switzerland.?” Indeed, several
studies have shown that people are more
satisfied with their lives in countries that have
better institutional quality.?® While most of the
evidence is cross-sectional, Helliwell et al.
examined changes in government quality in
157 countries over the years 2005-2012, finding
that improvements in quality tend to lead to
improvements in well-being.?® Moreover, as
regards changes in well-being, changes in
government quality explained as much as changes
in GDP.

Typically, government quality has been divided
into two dimensions: democratic quality and
delivery quality.*® The first is about the access to
power including factors such as the ability to
participate in selecting the government, freedom
of expression, freedom of association, and
political stability. The latter is about the exercise
of power, including the rule of law, control of
corruption, regulatory quality, and government
effectiveness. These dimensions are typically
deeply embedded into institutional practices of
a given country, thereby promoting continuity
and stabilizing people’s expectations. Studies
have tended to find that it is the latter type of
government quality, delivery quality, that is more
strongly related to citizen happiness. However, in
countries with high delivery quality, such as the
Nordic countries, the quality of democracy plays
an increasingly strong role in further explaining
citizen life satisfaction.®

These studies demonstrate that the quality of the
government and public institutions matter for life
satisfaction. The Nordic countries tend to occupy
the top spots in international comparisons of
government quality, which helps to explain the
high life satisfaction in these countries.



Income inequality

The Nordic countries are also famous for low
levels of income inequality, but the evidence is
not clear that a lack of income inequality is a
potential explanation for high life satisfaction.
Zagorski et al., for example, in their examination
of 28 European countries, found that while
inequality is negatively correlated with average
life satisfaction, this effect disappears completely
when controlled for GDP per capita.®? This
conclusion is supported by other research that
similarly found no link between income inequality
and well-being, while there are also studies

that have found both negative and positive
correlations between inequality and well-being.33
The range of results from positive to negative to
no connection suggest that no clear link exists
between income inequality and well-being.
Instead, this connection is sensitive to the
inclusion of various covariates. However, if
inequality leads to lower levels of perceived
fairness and trust, and high levels of status
anxiety and lack of economic and social
opportunities, these factors might more directly
contribute to a lower life satisfaction in the
nation.®** Furthermore, living in a highly-
developed welfare state seems to have an impact
on people’s perceptions of the acceptance of
income inequality.®® More particularly, Europeans
prefer more equal societies, and inequality has

a negative relation with happiness, especially
among the poor in Europe.®® Thus, low levels of
inequality might be important for the happiness
of Nordic citizens, even though the same direct
effect is not visible in many other countries.

Freedom to make life choices

Autonomy and the freedom to make life choices
are known to be connected to subjective
well-being.®” For example, a study of 63 countries
showed that the degree to which autonomy and
individualism were valued in those countries
was a more consistent predictor of well-being
(measured with anxiety, burnout, and general
health) than national wealth.*® Accordingly, the
extent to which a country is able to provide
individuals a sense of agency, freedom, and
autonomy plays a significant role in explaining
citizen happiness.®® Using World Values Survey
data from 1981 to 2007, Inglehart et al. showed
that rises in national levels of sense of free
choice were associated with similar rises in

national levels of subjective well-being, with
change in free choice explaining about 30% of
the change over time in subjective well-being.*°
Other research has also demonstrated the
importance of freedom to make life choices for
national levels of happiness.* Inglehart et. al
argue and demonstrate in their data that this
sense of freedom is the result of three factors
that feed into each other including material
prosperity that liberates people from scarcity,
democratic political institutions that liberate
people from political oppression, and more
tolerant and liberal cultural values that give
people more room to express themselves and
their unique identity.*? For Inglehart, the Nordic
countries constitute “the leading example of
successful modernization, maximizing prosperity,
social solidarity, and political and personal
freedom.”*® Thus the high sense of autonomy
and freedom - and the resulting high well-being
— that Nordic citizens experience can be attributed
to relatively high material prosperity combined
with well-functioning democracy and liberal
values that prevail in the Nordic countries.

Trust in other people and social cohesion

Trust in other people has also been linked

to citizen happiness. Several studies have
demonstrated that various measures of social or
horizontal trust are robustly correlated with life
satisfaction, and that this relation holds even
when controlling for factors such as Gross
National Income per capita.** The most commonly
used measure of generalized trust asks about
whether most people can be trusted. Other
measures of trust, such as whether people
believe that a lost wallet will be returned to its
owner, have been shown to be correlated with
life satisfaction, as well.*> In addition to between-
country evidence, Helliwell et al. show using
European Social Survey data that within-country
changes in social trust are linked to significant
changes in national levels of subjective well-
being.?® High levels of social trust also seem to
make people’s well-being more resilient to
various national crises.*’

Furthermore, it has been argued that social
cohesion, which is a broader notion than
generalized trust, predicts well-being. In a recent
study, Delhey and Dragolov defined social
cohesion as having three dimensions including
connectedness to other people, having good



social relations, and having a focus on the
common good. They found that both the
aggregate level of social cohesion as well as
each of the three dimensions individually were
associated with higher well-being in a sample of
27 European Union countries.*® The three Nordic
countries included in the analysis — Denmark,
Finland, and Sweden — occupy the top three
positions in their index of social cohesion,
making trust and social cohesion one additional
explanation for the Nordic happiness.

Other explanations

The explanations of Nordic happiness mentioned
in the review above are by no means an exhaustive
list. Many other factors can be used to try to
explain Nordic happiness. For example, economic
insecurity and vulnerability to economic losses are
detrimental for well-being. The Nordic countries,
due to the extensive welfare benefits, are better
able to make their citizens less vulnerable to
economic insecurity than other countries.*®

Research has also consistently shown that social
comparisons matter for well-being. In assessing
how good their lives are, humans often compare
their own lives to the lives of those around them.
This makes people’s subjective perception of
their position in society more predictive of
well-being than objective measures such as
income.%° However, this effect is moderated by
the welfare state, because in Nordic countries
with strong welfare states, people’s perceptions
of their position in society have less influence on
their own happiness than in other countries.®
This is corroborated by findings according to
which status anxiety, defined as the fear of failing
to conform to the ideals of success laid down by
society, tends to be lower in Nordic countries
compared to most other countries measured.®?
The ethos of equality, manifested in universal
public services that reduce social and economic
risks, thus seems to be visible in and reinforced
through a more egalitarian culture, as well.
Furthermore, a comparison of United States

and Denmark shows that the favorable difference
in happiness for the Danes was particularly
pronounced for low income citizens.>® Being poor
in Denmark does not have as harsh effect on
happiness than in the US, where the gap between
rich and poor is much larger and where there are
not similar welfare services and public goods
available for the poor. It thus seems possible that

keeping up with the Joneses doesn’t carry as
much weight in Nordic countries as in the US
and many other countries.

Examining Nordic countries
in WHR data

The World Happiness Report tends to use six
factors as predictors of life evaluation: GDP per
capita, social support, healthy life expectancy,
freedom to make life choices, generosity, and
corruption. Are the Nordic countries somehow
different as regards these six factors? Among
these factors, are there some in which the Nordic
countries perform especially well, which could
explain why Nordic countries are so happy?

To examine this issue, we take a look at the
Gallup World Poll data as regards these factors.
Given that the Nordic countries are all relatively
rich (Nordic countries occupy a range from 6
(Norway) to 21 (Finland) in the 149-country
ranking of GDP per capita), we are especially
interested what factors beyond GDP per capita
make the Nordic countries stand out. For this we
compare the ten richest non-Nordic countries —
Luxembourg, Singapore, United Arab Emirates,
Kuwait, Ireland, Switzerland, Hong Kong, United
States, and the Netherlands - with the five
Nordic countries as regards the six predictors.
This allows us to consider how the Nordic
countries are able to produce more happiness
than countries that have higher GDP.

Table 7.1 shows that the Netherlands and
Switzerland are in essence indistinguishable from
the Nordic countries on the examined six factors:
GDP per capita, social support, healthy life
expectancy, freedom, generosity, and corruption.
The Netherlands and Switzerland, along with the
Nordic countries, rank high not only in life
satisfaction, but also in social support, freedom
to make life choices, and lack of corruption.

In fact, the Nordic countries occupy the top
positions across the world for social support,
and are all in top ten for freedom. For lack of
corruption, the Nordic countries are otherwise

in the global top ten, but Iceland is surprisingly
only 36th. This may reflect a recent banking
crisis that revealed major economic and social
irregularities among the Icelandic elite, which
would make this low position temporary. As
regards generosity, measured by how much




Table 7.1: The factors influencing happiness in Nordic and richest countries

Life Log GDP Social Healthy life

evaluation per capita support expectancy Freedom  Generosity Corruption
Country Average Ranking Average Ranking Average Ranking Average Ranking Average Ranking Average Ranking Average Ranking
Finland 777 1 10.61 21 0.96 2 71.80 27 0.95 5 -0.06 o1 0.21 4
Denmark 7.60 2 10.75 13 0.95 4 7210 24 0.95 6 0.10 34 018 3
Norway 7.54 3 11.08 6 0.96 3 73.10 13 0.96 3 014 23 0.31 8
Iceland 7.49 4 10.72 16 0.98 1 73.00 14 0.94 7 0.27 6 0.69 36
Netherlands 7.49 5 10.79 1 0.93 15 7220 20 0.92 18 0.21 1 0.39 12
Switzerland 7.48 6 10.96 7 094 12 73.80 3 0.93 1 012 27 0.31 7
Sweden 7.34 7 10.76 12 0.92 25 7250 18 0.93 10 012 26 0.25 6
Luxembourg 7.09 14 11.46 1 0.92 28 7260 17 0.89 27 0.01 62 0.36 9
Ireland 7.02 17 141 5 0.95 6 72.20 19 0.88 32 017 15 0.37 10
United States 6.89 19 10.90 9 091 35 6840 40 0.82 64 014 20 071 39
United Arab
Emirates 6.82 21 112 3 0.85 69 6690 57 0.95 4 012 29 -
Saudi Arabia 6.37 28 10.81 10 0.87 61 66.00 74 0.81 65 -017 127 -
Singapore 6.26 34 11.34 2 091 34 7650 1 0.92 19 013 24 010 1
Kuwait 6.06 49 1112 4 0.84 71 66.30 71 0.85 47  -0.03 78 =
Hong Kong 5.44 75 10.90 8 0.83 75 7586 2 0.82 57 014 21 0.41 14
Nordic average 7.55 10.78 0.95 7250 0.95 012 0.33
Richest average 6.69 11.05 0.89 7108 0.88 0.08 0.38
World average 5.45 9.26 0.81 64.20 0.77 -0.01 074

Source: Calculations based upon data from WHP, 2019



Table7.2: Coefficient of variation in life evaluation across countries

Coefficient of

Country variation in life Ranking
evaluation

Netherlands 0171 1
Finland 0.185 2
Luxembourg 0.196 &
Norway 0.209 4
Nordic average 0.211

Denmark 0.216 5
Switzerland 0.217 6
Iceland 0.217 7
Belgium 0.219 8
Austria 0.222 9
New Zealand 0.226 10
Sweden 0.227 1
Singapore 0.229 12
Ireland 0.260 21
Richest countries average 0.275

United States 0.289 26
United Arab Emirates 0.313 32
Hong Kong S.AR. of China 0.332 43
Saudi Arabia 0.361 51
Kuwait 0.385 65
Global average 0.430

Source. Calculations based upon data from WHR, 2019




people donate money to charity, there is more
variability within the Nordic countries, with
Finland being below world average and only
Iceland making it into the top 10. This result
might be specific to charity donations, because
the Nordic countries tend to have high scores for
comparisons of other types of prosocial behavior
such as volunteering.>* As regards healthy life
expectancy, the Nordic countries are found in
spots from 13 to 27. This is relatively high, but not
best in the world. However, differences between
countries are rather small in this variable. Thus, it
seems that what unites the Nordic countries as
regards these predictors of life satisfaction is
high levels of social support, freedom to make
life choices, and lack of corruption.

Recently, more attention has been given not only
to the average levels of happiness in countries,
but the degree of equality of happiness within
countries. In other words, is the distribution of
happiness narrow in the sense that responses
cluster around the same average answer, or wide
in the sense that there is a broad range of
answers provided to questions about happiness?
Some previous research suggests that happiness
differences in Nordic countries might be smaller
than in other countries®®, and accordingly we
examine WHR data to see how equally distributed
the happiness scores are in the Nordic countries
as compared to the rest of the world. For this, we
looked at the coefficients of variation calculated
by dividing the standard deviations of life evalua-
tion by the averages of life evaluation in 149
countries using the average of last three years
data. We want to compare Nordic scores to
global averages and to the scores of the ten
richest countries in the world.

As Table 7.2 shows, all Nordic countries are in the
top eleven in the world as regards low levels of
variance in life evaluations, well below the global
average and the average of the richest countries.
This means that there is less inequality in
happiness in the Nordic countries and countries
such as the Netherlands, Luxembourg, and
Switzerland, meaning that people’s happiness
scores tend to be closer to one another in these
countries compared to other countries in the
world. Of the top ten richest countries in the
world, the Netherlands, Luxembourg, and
Switzerland rank similarly to Nordic countries

in terms of both high life satisfaction and low
inequality of life satisfaction scores. In contrast,

the other richest countries—the United States,
United Arab Emirates, Hong Kong, and especially
Saudi Arabia and Kuwait—have a more unequal
distribution of happiness, and the average life
satisfaction in these countries is lower than in
the Nordics.

Finally, it is worth noting that high Nordic
happiness levels are dependent on the measure
of happiness used. The World Happiness Report
and most other international comparisons use
general life evaluation as the measure of citizen
happiness. In the WHR, people are asked to
make a general evaluation of their life on a
Cantril ladder scale from O to 10, with the worst
possible life as O and the best possible life as 10.
In these studies, we consistently find the Nordic
countries are the happiest in the world.

However, if instead of life satisfaction, we look at
the data for the prevalence of positive emotions
in various countries, we see that Latin American
countries like Paraguay, Costa Rica, and Mexico,
as well as Laos in Southeast Asia, occupy the top
positions, with Iceland third in the world and
other Nordic countries in positions ranging from
15 to 36.5¢ Similarly, Gallup World Poll’'s Positive
Experience Index has nine Latin American
countries and Indonesia in the top 10.5” Nordic
countries thus seem to be places where people
experience quite frequent positive emotions, but
they are not the countries where people report
the most frequent positive emotions. Similarly,

in a ranking of countries by lack of negative
emotions, Iceland (3rd), Sweden (9th) and
Finland (10th) make it into the top ten, while
Denmark and Norway are 24th and 26th,
respectively.>® What these results demonstrate is
the multidimensional nature of human wellness
and well-being. High life satisfaction, on an
individual or national level, is not a guarantee
that one has high frequency of positive emotions
or low frequency of negative emotions. Examining
multiple indicators of happiness leads to a richer
picture of the type and nature of national
happiness.®® When newspapers declared Denmark
the happiest country on earth in 2012, 2013, and
2016, Norway in 2017, and Finland in 2018 and
2019, many citizens of these countries were
taken by surprise, because they held much more
melancholic self-images. Perhaps they were
thinking about smiling, displays of joy or other
indicators of positive affect, concluding rightly
that they are not as prevalent in these countries



as in some other countries. Yet, if they would
have been thinking about life satisfaction, they
very well could have concluded that yes, despite
our grudges, citizens here tend to be quite
satisfied with how their lives have turned out.

As noted, of the multiple well-being measures,
general life evaluation is the one most frequently
used and recommended®® for evaluating the
well-being of countries, as it is more responsive
than positive or negative emotions to changes in
various national-level factors, such as wealth or
policy decisions.

History and the Hunt for the
Root Cause

The key difficulty in explaining Nordic exception-
alism is that the Nordic countries rank highly on
such a number of well-being predicting indicators
that it is hard to disentangle cause and effect.
There are a cluster of factors that tend to co-
occur, including high life satisfaction, high levels
of social and institutional trust, high-quality
democratic institutions, extensive welfare benefits,
and social-economic equality, and this cluster

of factors is nowhere else so strong as in the
Nordics.® However, from the point of view of
policy-makers interested in replicating the Nordic
model, it is not particularly helpful to know just
that all of these positive factors are concentrated
in the same countries; rather, policy-makers need
concrete ways to produce higher levels of happi-
ness, and those can be hard to find. For example,
Rothstein and Uslaner argue that if a country is
trapped in a vicious cycle of low social and institu-
tional trust, high corruption, and high levels of
inequality, it can be hard to build the citizen and
public servant trust needed to make the necessary
reforms for a more trustworthy and representative
system that serves all citizens equally.®? The Nordic
countries, in contrast, are arguably caught up in

a virtuous cycle, where well-functioning and
democratic institutions are able to provide
citizens extensive benefits and security, so that
citizens trust institutions and each other, which
leads them to vote for parties that promise to
preserve the welfare model.®® Both of these
situations might be thought of as relatively stable,
and thus, the crucial question is how to get from
a low-trust equilibrium to a high-trust equilibrium.
Here, a historical look into how the Nordic
countries made this leap provides some insight.

In the beginning of the modern era, the Nordic
countries didn’t have the kind of feudalism and
serfdom that characterized continental Europe
and Russia. Farmers were relatively more
independent and many of them owned the land
they cultivated. Furthermore, in the decades
leading to the twentieth century, farmers held
significant political power, even within the Nordic
parliaments.®* Although there were class conflicts
in the Nordic countries, as well — most dramatically
the Finnish Civil War between leftist “reds” and
rightist “whites” in 1918 that led to over 30,000
casualties — the divide in the Nordics was less
deep than in most other countries during that
era, making possible “a historical compromise”
and the development of a “spirit of trust” between
the laboring classes and the elite in the early
decades of the twentieth century.®®* While in
other Nordic countries, the transformation was
peaceful, what is remarkable of the Finnish
trajectory is how quickly after the civil war

the unification of the country started. Many
institutions were reconstructed in a few years.
For instance, less than a year after the end of
the war, the Social Democratic Party, which had
been on the losing side of the war, was allowed
to participate in general elections and became
the biggest party in the parliament. Within a few
years, most of the reforms that the left had
fought for in the civil war, such as the agrarian
land reform, had been implemented through
parliamentary means.

One potential root cause for the Nordic model
thus could be the fact that the Nordic countries
didn’t have the deep class divides and economic
inequality of most other countries at the beginning
of the twentieth century. Research tends to show
that inequality has a strong effect on generalized
trust.®® In more equal societies, people trust each
other more. This increased trust contributes in
the long term to a preference for a stronger and
more universal welfare state. Although statistics
about social trust do not exist from a hundred
years ago, we know that levels of social trust
tend to be remarkably stable over relatively

long historical periods®’, supporting the role of
social trust as contributing to the building of
better institutions.

The quality of governmental institutions seems
to also have been relatively good in the Nordic
countries already in the late 19th century, with
independent court systems able to handle




corruption-related matters fairly well.® This
made key institutions more trustworthy and
reliable, giving both the common people and the
elite the sense that reforms could be effective
and would fulfill their purpose. Another important
underlying factor might have been mass education.
Uslaner and Rothstein have shown that the mean
number of years of schooling in a country in 1870
is surprisingly strongly correlated with the
corruption level of the same country in 2010,
explaining 70% of its variance.®® The Nordic
countries invested heavily in universal and free
education for all citizens, and one of the key
goals was to produce citizens that have a strong
national identity and sense of social cohesion,
contributing to more social trust and institutional
trust. Mass education was typically introduced in
19th century as a means of building stronger
states.”® Often this was related to external threats
that scared the elites to push for reforms to
make their states more efficient, meritocratic,
and less corrupt because this was seen as
necessary for the survival of the state in the face
of these threats.”

As regards historical influences, some people
argue that the legacy of the Protestant religion
dominant in the Nordic countries contributes to
Nordic exceptionalism. Indeed, in cross-cultural
comparisons, Protestantism seems to be positively
related to institutional quality and generalized
trust, as well as higher life satisfaction.”? However,
given that there are relatively few Protestant
countries in the world, it is hard to say whether
this has something to do with religion itself or if
it is just a historical coincidence. For example,
Broms and Rothstein argue that it was not the
religious doctrines of Protestantism that
contributed to more inclusive state institutions
later on, but rather the fact that the local parishes
in Protestant countries were more inclusive,
egalitarian, representative, and monetarily
accountable already in the 16th century as
compared to other religious institutions.” Rather
than being an explanation for high institutional
quality in Nordic countries, Protestant religious
institutions might have been one part in the
chain of historical institutional development
taking place in the Nordic countries.

Accordingly, one way to try to understand the
Nordic model is to state that high levels of social
and institutional trust produced by mass
education and relatively equal societal setting

in the beginning of the 20th century made
possible the public support for the welfare state
policies that were introduced throughout the
century, which further enhanced the social and
institutional trust. Although there are many
historical particularities and path dependencies
that make the picture more complex, one could
argue that the main flow of events towards the
Nordic model started from low levels of inequality
and mass education, which transformed into
social and institutional trust, and later allowed
for the formation of well-functioning welfare
state institutions.™

Conclusion

The Nordic countries are characterized by a
virtuous cycle in which various key institutional
and cultural indicators of good society feed into
each other including well-functioning democracy,
generous and effective social welfare benefits,
low levels of crime and corruption, and satisfied
citizens who feel free and trust each other and
governmental institutions. While this chapter
focuses on the Nordic countries, a quick glance
at the other countries regularly found at the top
of international comparisons of life satisfaction
— Switzerland, the Netherlands, New Zealand,
Canada, and Australia — reveals that they also
have most of the same elements in place. Thus,
there seems to be no secret sauce specific to
Nordic happiness that is unavailable to others.
There is rather a more general recipe for creating
highly satisfied citizens: Ensure that state
institutions are of high quality, non-corrupt,

able to deliver what they promise, and generous
in taking care of citizens in various adversities.

Granted, there is a gap between knowing what

a happiness-producing society looks like and
transforming a certain society to follow that
model. Low-trust societies easily get trapped
into a vicious cycle where low levels of trust in
corrupt institutions lead to low willingness to pay
taxes and low support for reforms that would
allow the state to take better care of its citizens.
Thus, there is no easy path from the vicious cycle
into a virtuous cycle. However, we shall give a
few ideas for constructing what we see as
helpful pathways.



Firstly, the quality of institutions plays a key role
in ensuring citizen happiness. Thus, minimizing
corruption and maximizing citizen participation
and representation in various decisions can
help to ensure that institutions serve citizens
and maintain their trust. Democratic quality

and factors such as free press, informed and
educated citizens, and strong civic society play
an important role in keeping the government
accountable and citizen-oriented.

On a cultural level, arguably the most important
factor is to generate a sense of community, trust,
and social cohesion among citizens. A divided
society has a hard time providing the kind of
public goods that would universally support each
citizen’s ability to live a happier life. In a divided
society, people also tend to be less supportive of
various welfare benefits because worry they
would benefit the ‘other’ groups, as well. When
people care about each other and trust each
other, this provides a much more stable base on
which to build public support for various public
goods and welfare benefit programs.

Thus, institutionally, building a government that
is trustworthy and functions well, and culturally,
building a sense of community and unity among
the citizens are the most crucial steps towards a
society where people are happy. While the
Nordic countries took their own particular paths
to their current welfare state model, each country
must follow its own path. If citizen well-being
and happiness are truly the goals of government,
then taking seriously research on institutional
and cultural determinants of citizen happiness is
the first step in starting an evidence-based
journey towards fulfilling that goal.
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The longstanding lack of a global definition of
urban and rural areas is an obstacle to reliably
comparing these areas across national borders.
Six international organisations (EU, FAO, ILO, OECD,
UN-Habitat and World Bank) have developed a
new harmonised definition that can be applied to
every country in the world, called the Degree of
Urbanisation. This work was presented to the UN
Statistical Commission and endorsed on 5 March
2020. Instead of relying on only two classes, this
new method uses three classes to capture the
urban-rural continuum: 1) Cities, 2) Towns and
semi-dense areas and 3) Rural areas.

The Gallup World Poll data in 115 countries

(see annex for the list) was coded by Degree of
Urbanisation for the years 2016, 2017 and 2018.
The years 2019 to 2022 will also be coded in this
way. The countries covered by our data include
the United States plus all countries where face-
to-face interviews are used. Because the Gallup
World Poll mostly uses telephone interviews in
high-income countries, only 11 high-income
countries could be included. This explains some
of the differences between our results and those
presented in chapter 4.

The perceived level of urbanisation reported in
the Gallup World Poll in these 115 countries tends
to match the Degree of Urbanisation (Figure 1).

Of the people who say they live in a large city,
80% are classified as in a city. Of the people who
say they live in rural areas or on a farm, 75% are
classified as in a rural area by the Degree of
Urbanisation. Small towns and villages fall
primarily into two Degrees of Urbanisation:
towns and semi-dense areas and rural areas,
respectively. Of the people who say they live in a
small town or a village, 83% classified in those
two degrees of urbanisation. The remaining 17%
of the people who say they live in a small town
or village are classified as living in a city. This
could be because people who live in a small city
may select the category ‘small town or village’
instead of the category ‘large city.’ People who
say they live in a suburb are mostly classified as
living in a city (62%) or in towns and semi-dense
areas (19%).

Chapter 4 reports differences between rural
areas and farms, on the one hand, and large
cities plus suburbs, on the other hand. The
distinction between rural and urban in Chapter 4
produces slightly larger gaps than between rural
areas and cities as defined by the Degree of
Urbanisation. The Degree of Urbanisation includes
villages in rural areas and it also includes smaller
cities, and thus accounts for more of the middle
of the urban-rural continuum in those two

Figure Al: Population by perceived urbanisation and the Degree of Urbanisation,

2016-2018
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Source: European Commission calculations based on the Gallup World Poll microdata in 115 countries for the

years 2016 to 2018.




classes. This in turn reduces the size of gap as
compared to the perceived level of urbanisation
that focuses on more of the extremes of the
urban-rural continuum.

Life evaluation, feelings and making
friends by Degree of Urbanisation

In cities, life evaluation scores are generally
higher than those in rural areas. In an average
country in this sample, life evaluation is between
0.2 and 0.6 higher in cities than in rural areas,
depending on the country income level (See
Figure 2). The difference in life evaluation scores
between cities and rural areas is smallest in the
high-income countries included in this sample of
115 countries. People living in towns and semi-
dense areas tend to rate their life evaluations in
between those in cities and rural areas.

The higher life evaluation in cities is mirrored by
parallel findings for the prevalence of positive
and negative feelings. More people experienced
enjoyment in cities than in rural areas, and
physical pain and sadness are more common in
rural areas than in cities. This gap is especially
big in the low-income countries in which 46% of
the people in rural areas stated they experienced
physical pain a lot yesterday compared to 43% in
towns and semi-dense areas and 41% in cities.
Sadness is also more prevalent in rural areas in
low-income countries with 38% stating they
experience sadness a lot of the day as compared
to only 34% in cities.

These differences may in part be due to lower
access to services (such as health care) in rural
areas, different type of jobs (with more hard and
manual labour in rural areas), and lower incomes.
In rural areas, more people work in agriculture,
which tends to pay less and is more vulnerable to
changes in weather and fluctuations in market
prices. The Gallup World Poll shows that more
people are self-employed in rural areas, which
may also lead to a less predictable income.
Furthermore, the Gallup World Polls shows that
more people in rural areas lack money to pay for
food than in cities.

Despite the image of rural life being more closely
knit, fewer people in rural areas than in cities say
they have relatives or friends they can count on
to help them when they are in trouble. This gap
is again the biggest in the low-income countries,

with 63% of the people in rural areas saying they
can count on family or friends as compared to
68% in cities. In high-income countries, more
people say they can count on family or friends
than in low- and middle-income countries and
the gap between rural areas and cities is smaller
(87% in rural areas and 89% in cities). This may
be in part because in rural areas economies tend
to be less diversified, which means that if one
person’s income shrinks or disappears many

of his or her neighbours will be in the same
situation, making it harder to help each other.
This could happen, for example, due to a drought
or a big employer shutting down.

Life in cities is socially more satisfying than in
rural areas. The difference between cities and
rural areas for the share of people satisfied with
the opportunities to meet people and make
friends is biggest in high-income countries, in
which 79% of the people living in cities are
satisfied compared to 68% in rural areas. Towns
and semi-dense areas score almost as well as
cities in all the four income groups.

In cities more people experience joy and fewer
experience pain or sadness than in rural areas,
especially in low- and middle-income countries.
More city dwellers feel they can rely on family or
friends for help, meet people, and make friends
than people living in rural areas. It should not
come as a surprise that city dwellers evaluate
their life more highly and that migration tends
to go from rural areas to cities.

Methodology

The figures presented here are based on data
from the Gallup World Poll in 115 countries coded
by Degree of Urbanisation for the years of 2016,
2017 and 2018 and the World Bank country
income classifications. The European Commission
and Gallup have agreed to continue the coding
of the Gallup World Poll in countries with geo-
tagged face-to-face interviews and the USA until
2022. The newly developed Degree of Urbanisation
variable is available through a free download

(as a .csv file) that Gallup data subscribers can
integrate back into the World Poll data sets.
https://news.gallup.com/poll/287000/
new-definition-urban-rural.aspx

The figures presented are the unweighted
averages of the weighted respondents for those



Figure A2: Life evaluation, feelings and friends by Degree of Urbanisation and
country by income level, 2016-2018
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Source: European Commission calculations using Gallup World Poll microdata in 115 countries. The 95% confidence
intervals are included on the graphs. The averages are not weighted by country population to show the differences in
the average country.

Population weighted averages show a similar pattern, with the exception of life evaluation in high-income countries,
where the gap between cities and rural areas becomes statistically insignificant.




countries covered by face-to-face surveys and
the USA for scores by Degree of Urbanisation.
In other words, they show the experience and
opinion of someone living in a city, town and
semi-dense area, or rural area in an average
country of that specific income level; not the
average rural or city resident. This approach was
chosen because it shows average gap between
cities and rural areas. A population-weighted
average would primarily reflect the gaps in the
biggest countries, while the small countries
would only have negligible impact.

It is important to note that a significant number
of middle- and high-income countries are not
included in the analysis, as in those countries the
surveys telephone-based and precise information
about the location of the respondent is not
available. For that reason, many EU countries

are not present.

Both authors work for the European Commission.
Nevertheless, this document reflects the views
only of the authors; the European Commission
cannot be held responsible for any use made of
the information contained therein.
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