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Answers 

The economics of happiness 
Jon Guest 

This resource provides answers to the questions posed in the article on happiness, featured in 
the September 2021 issue of ECONOMIC REVIEW. 

Question 1 
One factor that influences happiness is relative income. Who are people most likely to compare 
themselves with when making these relative judgements? 

People are most likely to compare themselves against others who they perceive to be similar or in 
comparable circumstances to themselves. This could include co-workers, neighbours, friends of the 
same age, and immediate family. For example, people are more likely to make relative judgements 
against the earnings of others who are in similar occupations or have comparable qualifications. A 
dentist is unlikely to make a relative judgement by comparing their hourly earnings with those of bar 
workers. They are much more likely to make comparisons with other dentists, doctors and/or vets. 

Question 2 
What impact does the intensive use of social media have on the happiness of younger people? 

Intensive use of social media may have a negative impact on the happiness of younger people as it 
potentially increases the number of other people (strangers/celebrities) that they can compare 
themselves against. The information available on social media may also reflect a type of ‘highlights 
reel’ of people lives, i.e. it only includes the most positive and interesting parts. For example, photos 
may be edited to make someone appear as attractive as possible. The material may give the 
impression that the person is having fun all the time, has lots of friends and is always doing interesting 
things. If someone believes that this highlights reel is a complete and accurate overview of people’s 
lives rather than an edited version, then the comparison may have a negative impact on their 
happiness. 


