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Abstract

The effect of income on subjective well-being has been studied in several
researches; however, the various dimensions of this effect have not been studied
yet. Therefore, the aim of this study is to investigate the nonlinear effects of
income on subjective well-being of 58 selected countries during the years 2005
to 2020 using quantile regression approach. In this study, the effects of income,
unemployment, inflation, life expectancy, and income inequality on subjective
well-being have also been investigated. The results show that in all quantities,
there is a positive and significant relationship between income and subjective
well-being. Considering different deciles of subjective well-being, however, the
effect of income on subjective well-being is greater at higher levels of subjective
well-being. From the middle onwards, this value is almost constant. In fact, with
an unlimited increase in the subjective well-being, countries are unable to
increase the amount of positive impact of income on it. According to the results,
the impact of the economic factors on subjective well-being is importan, so that
a high subjective well-being affects the amount of impact.
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Extended Abstract

1. Introduction

The critical role of welfare as one of the
leading development indicators in policy-
making has directed theorists to reach a
single meaning of welfare. For this
purpose, they investigated the principal
well-being  perspectives, such as
happiness, security, and preferences.
Although each of these factors is related to
well-being, there are some advantages and
disadvantages of using them.

Since the 1960s, the positive psychology
movement has greatly enhanced the
development of subjective well-being
studies in  psychology.  Although
psychologists conduct most empirical
studies on  subjective  well-being,
philosophers and economists have long
paid attention to the issue of subjective
well-being and happiness.

Happiness economics is the study of
the evaluation of welfare by combining the
techniques of the economists and the
techniques most commonly used by the
psychologists. This approach seeks a new
direction in economic studies of
psychological well-being using bounded
rationality and behavioral economics
(Graham, 2008).

Easterlin (1974) realized that contrary to
significant economic growth, there was no
increase in the average happiness in the
United States between 1944 and 1970.
These findings are known as the Easterlin
paradox. Therefore, several researchers in
the economics of happiness have tried to
justify the Easterlin paradox and thereby
formulate macroeconomic policies.

In most previous studies, threshold
factors have been exogenously or visually
determined. To our knowledge, only a few
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studies have used quantile regression to
investigate the distribution of countries'
subjective well-being.

To answer the main research question
regarding the effect of income on
subjective well-being, the effects of five
variables affecting subjective well-being
have been studied. Countries with the
maximum number of subjective well-being
data have been selected for this study.

2. Methods

In this study, two methods of OLS
regression and quantile regression have
been used to investigate the effect of
income on the level of subjective well-
being. It is possible to compare the data
only in the center of the density function
using linear regression. While using
quantile regression, the effect of
independent variables on the dependent
variable can be measured in all distribution
parts. Therefore, the linear regression
method will not be able to calculate the
coefficients if the effect of the coefficients
is different in parts of the distribution.

Weighted least squares estimates of the
coefficients are calculated in the quantile
regression to calculate the coefficients
(unlike conventional regression). Thus, the
method is called the Least Absolute
Derivation (LAD).

3. Results
Various factors affect the SWB of
countries. The effect of income on

subjective well-being has been studied in
many  studies. = However,  various
dimensions of this effect have not been
studied yet. Therefore, the present study
aimed to investigate the linear and
nonlinear effects of income on subjective
well-being of 58 selected countries. Two
methods have been used to answer the
main research question. The first method
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investigated the linear effect of income on
subjective well-being. In this case, income
had a significant positive effect, and
unemployment and inflation negatively
affected the subjective well-being. In the
second method, the nonlinear effect of
income on subjective well-being was
investigated using the quantile regression
model. In this model, income's positive and
significant effect on subjective well-being
increased with increasing the subjective
well-being quantiles. However, from the
middle onwards, the effect of income on
subjective well-being remained constant.
The effects of unemployment and inflation
were also negative and significant in all
subjective well-being quantiles while its
effectiveness decreased with the increase
of the subjective well-being quantiles. The
factor of income inequality in the first and
second quantile had a significant negative
effect on subjective well-being. Hence, the
magnitude of the effect increased in the
0.5 quantile.

4. conclusion

As mentioned earlier, initially,
psychologists studied subjective well-
being. Economists then became interested
in the field by finding a sensible alternative
to measuring utility. Therefore, the study
of subjective well-being and economic
well-being by economists became very
attractive. In fact, in welfare economics,
only the individual's evaluation of the
goods and services that can be purchased
is examined. Subjective well-being
determines the quality of life in addition to
income. Therefore, governments can also
consider the high level of subjective well-
being (due to its greater
comprehensiveness than economic well-
being and its ability to be measured via a
subjective composite index of
welfare) because lack of SWB can impose a
high cost on the society. Mental illness is
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one of the most significant reasons for
pain and low productivity. Social
communication can improve a person's
physical health by creating positive
psychological effects. As a result, the
governments' focus on SWB can shift
resources from physical to mental health.
In addition, with the increase in subjective
well-being, the psychological costs and,
consequently, the physical costs to the
society will decrease.

In addition, the role of subjective well-
being is vital in measuring the positive
impact of income on subjective well-being.
By unlimitedly increasing the subjective
well-being, the governments cannot
indefinitely increase the amount of
positive impact of income on subjective
well-being. Therefore, to increase the
subjective well-being, it is better to
consider the effect of other factors in
addition to income.

In all SWB quantiles, the decrease in
unemployment and inflation increase it,
and the negative effect of unemployment
on subjective well-being is more than
inflation. As a result, if the governments
can increase the levels of subjective well-
being through various mechanisms, they
can reduce the negative effects of
unemployment and inflation on subjective
well-being.

According to a study by Oswald et al.
(2015), increased happiness leads to
increased productivity and income.
According to the results, the effect of
income on subjective well-being is
substantial, and the high level of subjective
well-being affects it significantly. There is
a mutual relationship between income and
subjective well-being that should be
considered in policy-making.
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