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ABSTRACT

This article synthesizes the main results of sopeeialty studies of the economical profiled
magazines regarding the individual happiness amdetonomic - social factors which
influence it. Using the cluster analysis for thassification of 31 European countries
according to the Human Development Index (HDI) dhe happiness index (HPI) has
resulted four groups, homogeneous on the insideddfaent one from another. The dates
were extracted from the 2006 Human Development Repuad from the 2006 nef report.
Throughout three econometric models we have tdastednfluence of HDI, GINI and the

number of marriages of 1000 persons over some dtatie which synthesize the life
satisfaction.

Keywords: life satisfaction, Human Development Index, Hapggn€t Index, cluster
analysis, OLS.
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1. INTRODUCTION

This study makes a classification of the EU 27 memdtates, of Croatia (an EU
adhering candidate), of three EFTA (European Freeld Association) member countries:
Iceland, Norway, Switzerland, and also deals whb finding of some factors which
influence happiness. In 2005, the year from whiehihformation of this article dates, the
European Union had 25 state members and BulgasimaRia and Croatia were running for
EU adhesion.

The information gathered in this study is from #@®6 Human Development Rapport
made by UNDP (United Nation Development Programnfi@m the 2006 “The (Un)
Happy Planet” rapport made by nef (New Economicriglation), from the studies made by
Eurostat and also by World Bank. The analyzed béagmrefer to two lines of study and
interest such as human development and happinesBeofbove mentioned European
countries.

The 31 analyzed states are classified upon two mpariables: HDI (Human
Development Index) and HPI (Happy Planet Index)kinm four classes for each case.
Another aspect of this study will focus on finditige influence factors of happiness. Some
authors (FERRER - | — CARBONELLA A., 2005) considéye notions of happiness,
welfare and life satisfaction as being equivalefithis matter of happiness, welfare and
personal satisfaction doesn't represent a noveltyttie world of science, being dealt by
economists, psychologists, sociologists trying ¢dves “the mystery”, to find out what
makes us happier or unhappier. The following atichake reference to different factors of
influence, but also explain the concept of “happ#ie Thus, BINSWANGER M (2006)
adds two other concepts, besides those alreadyeskim literature (hedonic treadmill,
positional treadmill), such as: multi- option treatl and time- saving treadmill. All these
four modalities of the lifestyle have an effect nghe happiness of an individual.
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There is a tendency of people to relate to a ret&regroup, to its way of life, and as
much as they struggle for happiness, the less h#pgpy are, giving them less time for
personal pleasures. KEELY L. C. (2005) analysedamelas a dependent function of the
income growth and the variety of consumer goods Thnclusion they reach is that,
although income and the variety of products arengrg continuously in the developed
countries, this growth doesn't lead to a likewigelation of happiness up to a certain point.

ALESINA (2004) had studied the inequality effect society over the individual
happiness, making a comparison between EuropeatisAamericans, reaching to the
conclusion that individuals have the tendency tosater themselves less happy when a
bigger inequality is shown between social clas&dAHAM C. et. al. (2004) had shown
on a sample number of persons from Russia that toe many different elements which
affect human welfare, among which one part is deitgate by individual behavior: self
esteem, optimism and others are determinate byosaonomic and demographic
variables: marital status modifications, incomefliations, educational level. People with a
high level of happiness have more chances to entligjr income in the future.

2. REPRESENTATIVE INDICATORS — HDI, GINI, HPI

HDI, Human Development Index, represents an importalternative of other
traditional indicators for measuring the human d@yment level, for example the GDP or
the adjusted GDP. For further, more detailed exilans see SAGAR & NAJAM, 1998.

According to thenef (new economic foundationyapport: “The (Un) Happy Planet
Index” (July 2006), an improved alternative of HBIHPI (Happy Planet Index). This new
indicator takes into account objective data, bsb aubjective ones, doesn’t use income as a
explicit variable and take into consideration thenpt's resources which lead to a longer
and happier life. The purpose of development isffer high standards of human welfare
taking into account a responsible behavior of tsource consume. HPI reflects the way in
which every country of those analyzed (178) fudfihe above mentioned goal..

GINI coefficient measures the degree of inequalityncome levels, representing the
relative average difference between everyone’'smen The coefficient size shows the part
of the total income which should be redistributédtibe wanted to obtain an equal
distribution of income.

The GDP is criticized for the fact that it doesoapture the changes for the entire
population, while GINI shows how the income distitibn changed for the wealthy and
poor people.

The most developed European countries have a ciegffi between 0,24 and 0,36
while the coefficient of the United States of Aneeriis bigger than 0,4. The Americans
confront with a more accentuated inequality conicgrrthe income distribution. GINI
coefficient was estimated between 0.56 and 0.6éhentire world.

Demographic data

The analysis made upon the 31 European countried atso some demographic
variables such as: activity rate, unemployment, matenber of divorces and marriages of
1000 persons and the percentage of smokers/ navkesm The data were taken from the
studies made by Eurostat.
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3. RESULTS AND DEBATES

G8 international forum made of Canada, France, @ayn ltaly, Japan, United
Kingdom, Russia and USA gathers 65% of economiddypower, but also the military one
(7 of these countries taking top positions in thestpowerful states classification from the
military point of view). United Kingdom, USA, Russiand France hold 98% of the
declared nuclear weapons.

Although G8 forum members considers themselves dothe most industrialized
democracies of the world (the used criteria ofsifasation is GDP), if we take into account
other indicators this fact leaves room for disonssi

If HDI would be taken into account as an indicatfr ranking industrialized
democracies, then the present G8 would just inclbdeada, Japan and USA, classifying
on the last three positions of the most developsthtes. The other members of G8 would
be, in decreasing order of the human developmerdl:leNorway, Iceland, Australia,
Ireland and Sweden. On the other hand, if G8 watalté into consideration the happiest 8
countries of the world and with the lowest negatingact on the natural environment
(HPI), then none of the present members would fimddnowadays positions. In the HPI
hierarchy these countries take the last placesghemitaly is the best ranked, on the 66
place.

For the developed countries, Footprint significarnticreases with the GDP and it is
the cause for the diminution with 50% of the happmindex, while life expectancy doesn’t
modify and life satisfaction increases very litfltn the other hand, for the states with a low
level of development, life satisfaction is the maause of the modification of HPI level.
This means that, at a national level, the mostifsogmt increases of welfare are due to a
low to moderate income.

The classification of countries based on HDI

The countries which are recording high values @f luman development level are
considered to be the best places for establishiegrésidence. These states have an
excellent healthcare system, GDP/person and albigt of education. In accordance with
the latest United Nation rapport, Human DevelopniReport 2006, the first countries are
Norway, Ireland and Austria. We might believe thany residents of these countries are
very content with their life. But most of the sttabeled as being well developed (based
on HDI) have a mediocre level of welfare.

Having done the classification based on the HDlabde had resulted 4 groups. The
cluster analysis was preferred instead of a singggmentation because it allows an
“optimal” grouping, taking into account the homogéw of the resulted groups. The groups
are being validated through ANOVA analysis.

The first group, the largest one, gathers 15 countries which ettt highest values
of the human development index: 0.947 (see Thepgr@omponence classified on HDI
variable), on average, these countries being &lsdfitst ones in the hierarchy made by
UNDP. These countries’ residents from group 1 teawégh level of education, reflected by
the literacy rate variable, with a medium valu®8f89%, approximately 71% of those with
an age from 25 — 64, graduates of high school adtleThe level of the activity rate
proposed by The European Council from Lisbon (M&880) as an aim for the year 2010,
that is 70% for the age group 15 — 64 and 60 %wlmmen, was surpassed by the countries
from this group in 2005 with 0.05%, respectivelytwB.28%. This can be explained by the
fact that the inhabitants have a high level of etion which easily permitted them to get a
job, the persons with a superior level of qualifiza having a 42.44 % and those with
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elementary occupations having 8.57%. The mediumevaf GDP/ person, in this group, is
in average of 34, 216 USD (PPP), the value cloghabof Norway, considered the most
developed country. The highest value is recordddurembourg. The life expectancy is, in
average, of 79.1 years, the highest value beingrded in Iceland (80.7 years) and the
lowest in Denmark (77.2 years). This variable i&fiea well organized health system and a
big percentage from GDP given to the health system.

The groups componence classified on HDI variable

Table no. 1

Group 1 Group 2 Group 3 Group 4
Austria Bulgaria Czech Republic Cyprus
Belgium Romania Croatia Germany
Denmark Estonia Greece
Switzerland Latvia Portugal
Finland Lithuania Slovenia
France Malta
Ireland Poland
Island Slovakia
Italia Hungary
Luxembourg
United Kingdom
Norway
Holland
Spain
Sweden
HDI :o. 947 HDI :0.811 | HDI :0.861 | HDI :0.914

Norway, the first place occupant in the global &iehy, succeeded to become the most
developed country, after that in 1970 it ranked agnite last in Europe. The explanation of
this ascension is given by the fact that the Nofsvaconomy has a favorable growth
period, with low rates of unemployment and inflaticAll these reflect the globalization
effects, from which Norway fully beneficiated (motban other members of The
Organization for Economic Cooperation and DevelommeOECD): it supplies electric
power and other goods at high prices and importerogoods at low prices. The
liberalization of the economy, the tradition in amerce, the embracement and a fast spread
of new technologies and a stable macroeconomitigpalie some characteristics that led to
this success. At the same time, Norway is one ef riost productive countries from
OECD.

The second groupis made up of only Bulgaria and Romania, these toontries
having the lowest values of HDI, 0.816 and respefti0.805. Romania is situated on the
last place of the 31 countries took into accouhis Tould be explained by the evolution of
the GDP that increased only from 2000 with a 1.8&gase in 2000. In 2001 Romania had
the highest rate of inflation in comparison witte thther former communist countries. It
must be taken into account the fact that the us¢al are from 2005, before the adhesion to
the European Union. Probably that the presenttfitudas changed, but another studies
could not be done due to the lack of informatiod Arcause the calendar year is not over.
However, Bulgaria surpassed us, being a little ndeneeloped than we are.

Between group 1 and group 2, being at extremastsigroups 3 and 4.

In the third group there are 9 countries with a level of developmaoser to the
countries from group 2 than to the countries fraiwug 1, having a HDI average value of
0.861. Most of the countries from this group weserfer communist one, but apparently
they have succeeded to reach to a medium levekweéldpment. From certain points of
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view, these countries are not doing so well: it besn recorded a lower rate of activity (the
unemployment rate being higher — approximately 5&higher percentage of inactive
persons (especially in countries with a lower leeél education), farmers are more
numerous than in the first group countries (lessqes with a high level of qualification).
The highest inactivity rate is recorded in Lithumnboth in the case of youngsters and
women (approximately 70%).

Group 4 has only 5 countries with a pretty high level @&vdlopment, close to the
values recorded in the countries from group 1 @l4®.average). Cyprus and Portugal,
although having a high level of development (0.90v8lve the lowest level of education,
only 46% of its inhabitants graduate high schoolPbrtugal there is also the lowest value
of the literacy rate variable (only 92%). The ager&DP per capita in this group is 22, 776
USD (PPP), a significantly smaller value than the cecorded in the first group.

The classification of countries based on HPI

A factor not taken into account by HDI is the pripaid for welfare by the rich
countries. For example, Norwegians consume in geeBab times more than their share of
world’s resources (value quantified by the Footpdimension, a HPl component). Since
global resources are limited, it is not possibleatighe countries of the world to “buy”
welfare at the same price to which developed westeuntries got used to. But a high level
of resource consumption doesn’t lead to a highllefewelfare, and what is the most
important, a high level of welfare can be acquingith smaller resource consumption.

HPI supplies precise data referring to the fact ithahe economic development model
there is a certain threshold. More precisely, dhed GDP/ person reached a certain level,
the economic growth has negative effects, causioge damage than good and reduces the
welfare level for the next generations with a verpall or zero effect for the current
generation. This hypothesis was initially giventire “Index of Sustainable Economic
Welfare”. This aspect is very well illustrated byde Mediterranean countries: Greece,
Portugal and Spain. All three had as a governnwnt the military dictatorship until 1970
and adhered to European Union in the 80’s. Theybeaconsidered as a typical example of
a successful development.

While inhabitants’ welfare had to gain, the negatiimpact upon the natural
environment is more accentuated and continuescenagate.

HPI gives an alternative, namely the need for dgweent to stay in the limit of
moderate resource consumption and to take alsorgideration the personal satisfaction
of the inhabitants.

The 31 European countries were grouped accordititetbappiness index in 4 classes.
These classes were validated with the help of tROXA analysis.

The 4 groups’ composition is given in the tableokel

The first classis made of the countries with the highest levehappiness (the HPI
average in this group is 49.398). Malta takes #agling position in Europe regarding the
level of happiness (HPI = 53.3), but it ranks omitythe 40th place in the world. Although it
is situated in the green zone of two of the congmdrmimensions of the happiness index,
namely life satisfaction with a 7.5 value and wdthife expectancy at birth of 78.4 years.
Regarding the impact upon the natural environmeig seen that Malta is in the yellow
zone, having a Footprint of 3.5, which denotes masponsible behavior towards the
present consumption and also an inefficient aliocadf resources. Although the other four
countries from this group record values of lifeisfattion and life expectancy components
which takes them on the green color, the Footpxiatiable lowers them in the
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classification. To sustain these states’ populatievould be needed more than four planets
like Earth at the present resource consumption.

The groups componence classified on HPI variable

Table no. 2
Group 1 Group 2 Group 3 Group 4
Austria Belgium Bulgaria Czech Republic
Switzerland Cyprus Estonia Denmark
Iceland Croatia Germany | Latvia Finland
Italia Luxembourg Lithuania France
Malta Holland Greece
Slovenia Ireland
Spain United Kingdom
Norway
Poland
Portugal
Romania
Slovakia
Sweden
Hungary
HPI :49.308 | HPI :44.533 HPI :27.707 | HPI :37.844

The 2nd group includes 8 countries with a medium level of hapgs of
approximately 44. It is noticed that the individuéling in these countries are satisfied by
their private life, having a life expectancy attbiof more than 75 years, but denotes an
irresponsible behavior regarding their impact uplma natural environment (the Footprint
dimension is on the red zone).

Among the third class we find the most unhappy European inhabitantqpeesvely
Bulgarians, Estonians, Lithuanians and LatviansyTare extremely unsatisfied by their
life, with an average life expectancy of 72 yeaus, with a red Footprint.

In the last group, which records a medium level of happiness of 84,.8s also
situated Norway, among other 13 states. Accordinthé level of development, Norway
takes the first place, but in theef classification Norway is on the 115th position. A
possible cause of this could be the very high valube ecological Footprint dimension of
the HPI, of 6.2, meaning a major negative impadrughe natural environment. According
to the Kyoto Agreement, Norway wants to developeres of policies and instruments to
reduce pollution. In October 2006, a commissionppeed a strategy for reducing GHG
(Greenhouse gas) emissions with 50 to 80% untiD2G®mania is a component of this
class situating on the 120 position in thef classification. The Romania’s proximity to
Norway is explained the 2.7 value of the ecologlkabtprint variable, compensating in the
HPI calculus the lower value for life satisfactigm?2), comparing to that of Norway of 7.4.
What happens in the case of Poland regarding tlwpFot variable? Its value dropped
from 4.88 in 1989 to 3.34 in 2002, despite the faeat in that period an economic growth
also took place. This made possible by introduciegy technologies.

In time, different hypothesis were made regarding €lements and factors which
influence happiness. Most of the studies have shthenhappiness dependence to the
income growth, determining also the happiness drawat to a certain point, when income
increase doesn't determine the modification of hlagpiness level. But happiness is not
influenced just by its own income, but also ofrigéerence group, individuals being more
happy as their income is bigger than the refergmoap (FERRER -I- CARBONELLA A.
2005, “Income and well- being: an empirical anaysfithe comparison income effect”).
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This study tries to find other factors which detgrenhappiness. To quantify happiness,
life satisfaction was considered as a dependefdhlar having an equivalent relation with
happiness. Earlier was mentioned that life satigfacis determined in quantitative
researches as an answer to the question: “How haggpyou momentarily compared with
your life so far?”.

Life satisfaction is used by HDI in a 77% propontiand as more factors are being
introduced in this model, the proportion increase83%.

The most important factor which influences happinesthe human development level.
This indicator subsumes life expectation at biliteracy and enrollment rate and GDP per
capita. There is a strong correlation betweend#tsfaction and HDI (0. 879), this being
possible because the dimensions of the developfegat contribute to the increase of
personal satisfaction and individual welfare. Agdgr the development level of a country
is, as easier is for the resident population teehaacess to a qualitative educational system,
which assures a work place adequate to his profesisiraining and therefore a bigger
income. All these elements contribute to the inseeaf the happiness level of an
individual. The model has the following formula:

Life Satisfaction$,+ p*HDI + & (1)

- whereg - the effect of other factors upon Life Satisfaict

Regresson 1

Table no. 3

Source SS df MS Number of obs = 31

F( 1, 29)=98.96
Model 28.117 1 28.117 ProF =0.000
Residual 8.239 29 0.284 R-squared = 0.773

Adj R-squared =0.766
Total 36.357 30 1.212
Life
Satisfaction Coef. Std. Err.  t P>|t| [95% Conf. Interval]

HDI  20.836 2.095 9.95 0.0006.552 25.119
_cons -12.268 1905 -6.44 0.0006.163 -8.373

According to table no. 3, relation (1) becomes:

Life Satisfaction = - 12.268 + 20.836* HBIE (2)

By introducing another factor in the model it wagpected to explain the endogen
variable, life satisfaction, in a greater deal:

Life Satisfaction $y+ f1*HDI + B*GINI + € 3)

In the table below shows that by introducing anotseogenous variable, happiness
can be explain in a proportion of 80% by the lewethe human development and by the
unequal distribution of income.

According to table no. 4, relation ( 3) has thédiwing formula:

Life Satisfaction= - 10.294+ 20.466 * HDI — 0.05&iNI + &£ (4)
As long as there is a bigger discrepancy betweenritth and the poor, the less happy
people are, a hypothesis shown by relation (4)utinahe GINI index coefficient (-0.052).
Regarding the level of development it was notideat fts influence on the happiness by
introducing another factor hadn’t significantly niyd
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Regression 2
Table no. 4
Source SS df MS Number of obs = 31
F( 2, 28)= 59.45
Model 29.426 2 14.713 Prob > F = 0.000
Residual 6.930 28 0.248 R-squared = 0.809
Adj R-squared = 0.796

Total 36.3568 30 1.212

Life
Satisfaction  Coef. Std. Err. t P>|t] [95% Conf. Interval]

HDI  20.466 1.961 10.4300D 16.448 24.484
GINI  -0.052 0.023 -2.30029  -0.099 -0.006
_cons -10.294 1.974 -5.21000 -14.338 -6.250

For a better explanation of happiness a new exagemariable (3) was introduced in the
above model looking like this:
Life Satisfaction$,+ f*HDI + B,*GINI + pz*Marriage + &€ (5)
- where Marriage - number of marriages to 1000qess
By introducing the number of marriages to a thodsp@rsons in the model, the happiness
explained by HDI, GINI and the number of marriagesreased with 2% apart from the
happiness presented in the previous model.

Regresson 3

Table no.5
Source SS df MS Number of obs = 31
F( 3, 27) = 49.48
Model 30.761 3 10.254 Prob > F = 0.000
Residual 5.595 27 0.207 R-squared = 0.846
Adj R-squared = 0.829

Total 36.357 30 1.212

Life
Satisfaction  Coef. Std.Err. t P>|t| [95% Conf. Interval]

HDI 21.220 1.819 11.66 0.000 17.487 24.953
GINI  -0.052 0.021 -2.480.020 -0.095 -0.009
Marriage 0.242  0.095 2.54 .01 0.046  0.437
_cons -12.224 1.960 -6.24.000 -16.246 -8.203

Relation (5) becomes:

Life Satisfaction=-12.224+21.220*HDI-0.052*GINI+042*Marriage+& (6)
Happiness is also influenced by the marital statuthe persons, meaning that married
persons are happier. Divorces have a negativecinée upon life satisfaction, although this
influence has little significance in the presentdst Although marriage makes people
happier, a personal satisfaction increase doesetérohine the individuals to commit
themselves in a marriage.
Recent psychology studies show that persons wiegyi®at importance to material aspects
like money, fame, physical appearance and theisgesions are less content by their life
than those who consider these things of less irapoet.
The psychologist Tim KASSER states that the neethafferial possessions represents an
extrinsic motivation (a motivation not valuableiiself; come from the need of acceptance



loana Simina Sas, Lucia-Mariana Tiplea, C. Dragos / HAPPINESS AND ... 119

by the others). Intrinsic motivations are assodatdgth the feelings of autonomy and
happiness, and the extrinsic ones are associatedligsatisfaction and anxiety.

Life satisfaction is positively bound with variabldike loyalty, creativity, need for
adventure and negatively associated with a stablergment, welfare. In other words,
those who consider loyalty and creativity as beimg most important characteristics are
happier than others.

5. CONCLUSIONS

The anthropologist Jared DIAMOND explains in hisoko“Collapse” that over the
centuries, civilizations disappeared because ttesefit realized when their way of life
outrun the limits imposed by the natural environmeé@ommon sense tells us that is
impossible that every country to carry on its dttilike the western countries, when this
way of life means a resource consumption whichumgrthe physical limits of the planet.
HPI shows that are another ways to reach the waeted of development; similar levels of
welfare can be reached with a lower ecological.cost

More and more, in recent researches, it is said lifia is less idyllically in the
contemporaneous western societies that what is exbémindicate GDB, HDI or other
indicator of progress. The rate of those who sufi@m depression increased in all groups
of age, being an ascendant trend in drug consumpdigicides and crimes made by young
people in these developed countries.

It is worth mentioning that HPI doesn't try to finde country in which we wish to live,
from the all points of view. It is highly possibie be persons extremely satisfied by their
life in every country of the world; as well as pmrs completely dissatisfied by their life. A
good HPI score doesn't indicate that in the respectountry there are no problems, that
the current level of welfare is a high one or thgource consumption is equitable.

It has to be mentioned the fact that very poor ties benefit locally and nationally, in a
certain way, from the economic growth. In the latessearchesnef suggests that a
development based on a global increase is inefiicitom the poverty reduction
perspective. If welfare and not richness is theppse of development, efforts must be
made to ensure that the respective country doémve a development with a negative
impact upon certain aspects of life like its soaighect, the community.

For this study made upon a sample of 31 Europedassta classification according to two
indexes, human development and happiness, leagl®tps of different components. This
is possible due to the calculus methodology of éhmgo indicators. There are differences
between classes when making classifications omdibeand HPI variables, however there
are some resemblances. The happiest countriesrigustitzerland, Iceland, Italy) records
also the highest level of human development, Mb#ing the only exception. Anyway,
Malta has the best score for happiness from Europen, the development point of view it
is less developed, situating in the third grouphveih average HDI score of 0.861. The rest
of the countries which are considered as highlyeted (Belgium, Denmark, Finland,
France, Ireland, Luxembourg, United Kingdom, Norwhlplland, Spain, Sweden) have a

medium level of happinesHP| = 40. 99). About the less developed countries weaya
that Bulgaria has a very unhappy population, ttieeris of Romania are a little bit happier
than Bulgarians. Estonia, Latvia and Lithuania fitgshe same group with Bulgaria from
the Happy Planet Index perspective.

It could be seen that the level of happiness, nredstinrough the life satisfaction variable,
was influenced in a great proportion (0. 809) bylHd also by the GINI inequality
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coefficient in a negative way and the number of riages. These independent variables
explain the endogen variable, life satisfactionaiB4.6% percentage. Thus, it is said that
people who have made a family in the countries withigh level of human development,

where there is a big discrepancy between the podrtlze rich, are happier. Other factors

on which human happiness depends are the polgteaility (R2 = 0. 27) and the Voice

and Accountability Index (Ig2= 0. 67).
The obtained results on the factors which influehappiness are in concordance with the
results obtained by other studies mentioned irfithepart of the article (1. Introduction).
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