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Synopsis

Research Question and Objective of this research: explain the changes in aggregate 
happiness over the lifecycle; Aggregate Model of Happiness.

Data: panel data from the Household Income and Labour Dynamics for Australia (HILDA 
waves 2 to 6); construct an stress index of the severity of life changes for ages 15 to 84. 
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Reflect on results based on a 
model of individual level happiness 

Frijters & Beatton (2008)
GSOEP, N=178,770
Using a kitchen sink of variables

itisiitititit LFXAgeAgeCGS εαββ ++++++= 2
21 (1)1

Di Tella, MacCulloch, & Oswald (2001, p.340)
12 western European countries, N=250,000
Using 23 variables 

Blanchflower & Oswald (2004)
US General Social Survey, N=32,825
Using sixteen variables 
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1 (Frijters, Johnston, & Shields, 2008)

C (Easterlin, 2006; Fujita & Diener, 2005; Headey, 2007)
Age,Age^2 (Blanchflower & Oswald, 2007)
L (Headey, 2008; Suh, Diener, & Fujita,1996 )
F (Sahoo, Sahoo, & Harichandan, 2005)

After a decade, economists have minimally explained happiness:
(see Clark, Frijters, & Shields, 2008 for a survey)



Reflect on results based on a 
model of individual level happiness 

Table 3:  The determinants of Life Satisfaction for West-Germans in the GOESP; Pooled Regression – entire sample, N = 176,770
 

 Age Age + Age2 Usual Suspects Usual Suspects+Health Kitchen Sink 
Variable: coefficient t-value coefficient t-value coefficient t-value coefficient t-value coefficient t-value
age -0.0059 22.68 -0.0217 15.69 -0.0541 32.8 -0.0600 36.77 -0.0454 25.64
age*age   0.0002 11.63 0.0005 29.2 0.0006 34.13 0.0005 25.39
income     0.4619 52.2 0.4420 45.91 0.4307 44.53
male     -0.0603 6.3 -0.0719 7.60 -0.0719 7.47
education     0.0249 13.7 0.0227 12.47 0.0204 11.17
number of children     -0.0640 13.1 -0.0498 10.30 -0.0382 7.50
married     0.3106 27.9 0.2915 26.50 0.1180 7.65
employed     0.0650 4.8 0.0791 5.88 0.0688 5.11
non-participant     -0.0033 0.2 -0.0027 0.19 -0.0305 2.14
unemployed     -1.0076 42.3 -0.9508 40.37 -0.9225 38.37
regional income       -0.0001 11.24 -0.0001 11.15
home owner       0.0943 8.45 0.0956 8.58
asset income       0.0000 1.95 0.0000 1.87
imputed rent       0.0000 15.60 0.0000 15.23
health       -0.0228 30.42 -0.0231 30.71
invalid       -1.2427 55.93 -1.2444 56.12
family death         -0.3158 4.69
divorce         -0.2558 10.63
separated         -0.4539 11.26
partner dead         -0.0468 1.84
just married         0.4061 13.70
just divorced         0.0474 0.75
just separated         -0.4112 9.92
spouse just died         -0.9895 10.55
just had a baby         0.1354 5.65
pregnant         0.2118 5.05
just fired from job         -0.2747 7.86
constant 7.4165 602.43 7.7472 249.95 4.2642 53.5 4.8670 58.03 4.7469 56.33
R2 0.00 0.00 0.0481 0.07 0.08 

 

Frijters & Beatton (2008)
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The kitchen sink of variables we use do not explain much

Missing Variables

Measurement Error

Summary of Reflection on the model of individual 
level happiness  

1(Powdthavee, 2007)

& 

Peer Effects1
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Peer Effects: We adjudge our happiness relative to those with whom we 
compare (Easterlin, 2001; Falk & Knell, 2004)

Reflect on the model of individual level happiness 

The HILDA Data 
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Review Happiness Theory

• Economics: The degree to which an individual judges overall quality of his 
or her life as favourable (Veenhoven, 1991, 1993).

Life Satisfaction (GS) is self-reported ordinal happiness in response to:
“All things considered, how satisfied are you with your life”

Fordyce Global Happiness Scale (1977 & 1978) 11-point scale
0 (very unhappy) to 10 (very happy) 

Our self-reported Happiness is an aggregate measure of all
the good and bad things that happen to us in our lives

(Fordyce, 1988)

Perhaps we need a model that looks at happiness in the aggregate
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Theoretical Framework for an Aggregate Model of 
Happiness

what is usually estimated in empirical happiness regressions is:

it it itGS Z vβ= +

it it itZ X e= +
(1b)
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i i i iGS X Xpeer uβ λ= + + (1a)

agei P∈where:

We start with our model of individual happiness, including peer effects:

Individual
characteristic

peer
effect

2

2 2 2 2 2

cov( , ) cov( , )it it it itX

Z X e X e

Z GS X Xpeerλσ ββ
σ σ σ σ σ

⎡ ⎤
= = +⎢ ⎥ + +⎣ ⎦

what we get 
from our 
regression is:

measurement
error

peer
effect



If we now presume:

1 1

age age

it it
P P

X Xpeer
N N

∑ = ∑

Limitation: 55,177 person-year observations are reduced to 70 (ages 15 to 84)
We need a Big Variable that encapsulates our Kitchen Sink of effects

We propose to estimate:
1 1

ageage age

it it t
i PP P

GS Z w
N N

β
∈

= +∑ ∑ (1c)

agei P∈where:

Theoretical Framework for an Aggregate Model of 
Happiness
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Asymptotic estimate of the parameter becomes:

β β λ= +
Individual

characteristic
peer
effect



H1:  An Aggregate Model of Happiness based on the average 
stress from life events explains happiness over a lifetime.

Theoretical Framework for an Aggregate Model of 
Happiness – The Big Variable

life is a succession of little mishaps and triumphs that determine how we feel 
in the short-run, and big events that determine how we feel in the medium 

term (say, a year)  (Easterlin, 2002; 2006).

Our self-reported Happiness is an aggregate measure of all
the good and bad things that happen to us in our lives

(Fordyce, 1988)

Our ‘Big Variable’ is the Stress1 arising from life 
events

1 (Hobson et al., 1998; Holmes & Rahe, 1967; Wolff, Wolf, & Hare, 1950)10



Aggregate Model of Happiness

( )t t tGS C Stressδ ε= + +

GSt

 

Average Happiness at each age (15 to 84; N = 70

 

)

C

 

Constant  (underlying level of happiness)

Stresst

 

Stress from the life event shocks at each age (Page

 

)

Stresst

 

=                0< SRRS1

 

<1

εt

 

error term

(1a)

(1)

1 (Carlopio, Andrewartha, Armstrong, & Whetten, 2001; UCLA, 2008)
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H1: The stress from life events explains 
changes in happiness

Aggregate Model of Happiness - results
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H1a: Positive and Negative life events detract from our 
happiness.

1 2( _ ) ( _ )t t t tGS C Positive Stress Negative Stressδ δ ε= + + + (2)

GSt

 

Average Happiness at each age (15 to 84; N = 70

 

)

C

 

Constant  (underlying level of happiness)

Positive_Stresst

 

Stress from the positive life event shocks at each age (t)

Negative_Stresst

 

The Stress from the negative life event shocks at each age (t)

εt

 

error term

8.73 -1.76                                              -.572
(177.83) (5.13)                                             (1.58)

R2

 

= .82
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Summary

Research Question and objective of this research: explain the changes in aggregate 
happiness over the lifecycle; Aggregate Model of Happiness.

Contribution: offered a solution to the problems of missing peer effects and 
measurement error that plague models of individual level happiness.

Data: panel data from the Household Income and Labour Dynamics for Australia (HILDA 
waves 2 to 6); construct an stress index of the severity of life changes for ages 15 to 84. 

Results: 1) Stress Index explains over 80% of variation in happiness over time; 
2) Unexpectedly, aggregate ‘positive stress’ (such as marriage rates by age or levels 
of job promotion) has greater negative effect on aggregate life satisfaction than 
negative stress (such as negative financial events or deaths of spouses).

Interpretation: 1) a positive event by the person involved is a highly negative event for 
his or her peers.

Limitations: the disadvantage is a dramatic loss of degrees of freedom; a reliance on 
SRRS theory; all the life shocks that could affect us are not included. 

Policy Implications: happiness maximising policy; reduce changes over the life cycle to 
the bare minimum needed to sustain a dynamic economy and to sustain procreation. 

14



The Journey continues………..

Questions
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Sent to Jail
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Just Separated Reconciled
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0
10

20
30

40
m

ul
ef

rd
rs

rr
s

20 40 60 80
age

Worsening Finances

0
10

20
30

40
m

ul
ef

nw
rs

rr
s

20 40 60 80
age

0
50

10
0

15
0

m
ul

ej
ob

rs
rrs

20 40 60 80
age

Changed Jobs

Stress from Lifetime Events over a Lifetime

Improving Finances

0
5

10
15

m
ul

ef
ni

rs
rrs

20 40 60 80
age

23



Just Promoted
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Life events in the HILDA
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Table 1: Stress levels from the Social Readjustment Rating 
Scale (SRRS)
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Table 8: The determinants of Life Satisfaction for Australians; Pooled OLS 
regression results for individuals in the HILDA waves 2 to 6; N = 55,177
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Table 9:The determinants of Life Satisfaction for Australians; Fixed-effect 
regression results for individuals in the balanced HILDA panels 2 to 6; N = 55,177
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Figure 2: Average stress level from positive and negative 
life events; Australians aged 15 to 84
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