Marc Fleurbaey, Erik Schokkaert,
Koen Decancq



Data from the Russia Longitudinal Monitoring
Survey (RLMS) for 2000
5340 individuals in 2646 households

Detailed information on living conditions and
personal characteristics: how to weight these
different dimensions?

"Satisfaction with life"-question: "To what
extent are you satisfied with your life in
general at the present time?"
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cosfficient Std. Err.
sxpenditure 0.00000668* | 0.00000342
log (expenditure) 0.216%** 0.0280
health 0.242%%* 0.0232
house 0.00000174*** | 0.000000312
unemployed -0OTORH 0.0E36
gender 0.078L*** 0.0285
houee holdeize -0.00512 0.0123
age 90 0.169 0.308
age 80 0.0112 0.145
age 70 -0.2BE* 0.0088
age 80 -0 4DgHRH 0.088E
age BO -0 ABEH ¥ 0.0860
age 40 -0 B4 *HH 0.0791
age 30 S0 BOL¥** 0.0790
age 20 -0.OTgRH 0.0606

higher education -0.0588
married 0.227%**
ag married 0.311L%**
divorced 0488
widowed 0.0741
religlous 0.0823
orthodoxy -0.238
catholiciem 0.0918
protestantsm 0.384
wlam -0.234
judaism -0.534
buddhim 1.82g*%*
hindu 0. 723%**
minority 0. 14m**
Jogged 0. 149%*
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What do we make out of this?

Is "satisfaction with life" an acceptable index
of well-being (an acceptable aggregator of
the various dimensions)?

Or Is this just useless?



Welfarism and preferences
Satisfaction, cognitions and affects

From individual sovereignty to equivalence
Back to Russia: empirical results



critique 1: "welfare" (happiness) cannot be
measured and is not interpersonally
comparable

critique 2: even If it were measurable and
Interpersonally comparable it would not be
the right metric for well-being
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"Physical-condition neglect": mental attitude

of the person does not sufficiently take into

account the real physical conditions
expensive tastes

adaptation of aspirations to objective
circumstances
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"Valuation neglect": valuing a life iIs a
reflective activity; content of a life Is a
crucial determinant of its value

It is better to be a human being dissatisfied than a pig
satisfied; better to be Socrates dissatisfied than a
fool satisfied. And if the fool, or the pig, is of a
different opinion, it is because they only know their
own side of the question. The other party to the
comparison knows both sides. (John Stuart Mill)



emphasis on non-material values to be
welcomed

"objective list"-alternatives are confronted
with the index problem

should one not respect individuals' views on
what is a good life?

taking human beings seriously
avoiding paternalism, perfectionism, "playing God"



It IS possible to respect individual preferences
without falling back into welfarism

respect for preferences is incompatible with
welfarism

two persons

situation | : average inhabitant of Iceland, university
degree, life expectancy 81.5 years, income of $36,510

situation S : average inhabitant of Sierra Leone, no

schooling, life expectancy 41.8 years, income of $806
both persons are equally happy, but both prefer |
to S

not respecting these preferences is ethically
unacceptable



Welfarism and preferences
Satisfaction, cognitions and affects

From individual sovereignty to equivalence
Back to Russia: empirical results
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Psychology does not follow Bentham

COGNITIONS: individuals cast a judgment
over their life — active exercise

AFFECTS (pleasure, pain, joy, hate,...) flow
constantly

what should matter for welfare evaluation is
the (cognitive) judgment

affects are important inasmuch as the
Individuals themselves consider them to be
Important in their judgment
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vector of functionings f;, describing the life of the

Individual in some a priori relevant dimensions
(may contain affects)

"valuation ordering" — reflects judgments about
what makes a good life

f:R:f; . 1 weakly prefers the life described by f; to
the life described by f' (NOT hedonic
score)

"satisfaction” also depends on frame_of
reference (aspirations): o: = a(f:. R

answers on satisfaction question: S; = S(ag-



If a rich life ** Is preferred to a poor life f* by
two individuals | and | having the same views
about life (R; = R, = R), it can happen that

(™, R, A= (I, R, A;), when the rich
suffers from high aspirations whereas the
poor has adapted his aspirations

lives should be evaluated on the basis of R,
not on the basis of satisfaction ., nor a
fortiori, on "measured” satisfaction S
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Assume R; Is sound and respectable,
continuous and weakly monotonic:

f. f'impliesf R f!
Assume S; (as a function of ) Is a correct
numerical representation of R;:

(Tr(ff ) — LS(O-(](M Rr* *_L )” d’ )

dimensions of life represents valuation
ordering R,

How to rank individualsituyfi, U)?
g M
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Pareto Principle For all 1 € N all f; f ¢ RY, all U; €U, (f;,Ui) = fi Us) 1t anc

T SETT (N S T £
:~...']|]:, 1t UsJ;) 2 Uil )

Same-Preference Principle: Forall o)) € N all f; f; ¢ R all U; U €Ut RIU;) =

R(U;), then (f;, Ui) = (f;, Us) 1t and only of Ui(f;) 2 Ui(f;)

Remember (rich-poor example): welfarism does
not respect the Same-Preference Principle

%
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:(:s{:]'l'l"wEl'l"wU"! Principle: Farall 1,7 € N all f; f; € RY
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Dominance Principle: Forall 1,7 € N all f; f; € R all Uy, Uy € U 1t fi 2 f; then

(LTI (8 TT0
l-,JI?:ﬁ l”'i',.-l = I',Jlj'* l""j.-l'

INCOMPATIBLE with the principle of individual
sovereignty!




dimension 2

dimension 1

Pareto principle:  (/i,U:) =< (fi,Us) and (f;,U;) = (f},U5)
Dominance principle: (f:,U:) = (f;,U;) and (f;,U:) < (f,,U;)

Transitivity: (£, U) < (f;,U)

Impossible...
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Subset-Dominance Principle For all ¢,7 £ N, all fi,f; € R, all U3, Uy € U, 1f

fi, f; € Fand f; > fy then (f;, Us) = (f3, U;)

An “equivalence” ordering = is such that there is a monotone path (f5 ) for which

AER,
|

fx:rne has (f;,U5) = (f;, Us)itandonly it \; = A; where A\; | \; are defined by Ui ( f3) = Ui (fx,)

and U, (£;) = Us(f,)

Proposition 1 The Pareto-Principle and the Subset-Dominance Principle imply that =

is an equivalence ordering.
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functioning 1

Bob's vector

Ann's vector

Ann's curve

Bob's curve
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functioning 2
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Anmn's curve

Bob's curve
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functioning 2

Ann's equivalent
vector

reference path

Bob's equivalent vector

Ann's current vector

Hob's current vector
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functiomng |



Basic principle: formulation of distributional

judgments that are independent of individual
preferences

Example: health-wealth combinations

two persons with poor health — not obvious that

wealthier person is better off is he cares more
about health

two healthy persons — natural to rank them
according to their wealth
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the estimated equation:






the estimated equation:

how to interpret X?
what are relevant "functionings"?






the estimated equation:

how to interpret X? F ¥

"functionings"

"conditioning variables" Z — preference differences
and aspiration levels
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we can now derive information about the

preferences from the answers on the life
satisfaction question

lHlustration: indifference curves health-
expenditures
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health: perfect health
employment: not being unemployed
housing: median

calculation of “reference functionings-
equivalent expenditures" Y*
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' # %
calculation of "reference functionings-
equivalent expenditures" Y *

note that Z-variables, linked to aspiration
levels, do not appear In this expression — but
Z-variables linked to preference differences
do
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Respect for human beings implies respecting

their conception of a good life, when they are
well informed

It Is possible to respect preferences without
falling into welfarism

Satisfaction measures (or happiness

literature) offer one way to approaching the
ISsue
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Our approach is not subject to:
physical-condition neglect;
valuation neglect.

Questions for further work:

more refined empirical analysis of changes in
aspiration levels (exploit panel structure of data).

think about the ethically most attractive reference
path.

what if persons cannot be considered to be well-
Informed?



