


We are what our deep, driving desire is. As our deep, driving
desire is, so is our will. As our will is, so is our deed. As our deed
is, so is our destiny.

— Upanishad

A QuoteA Quote





What is HappinessWhat is Happiness??

 Sum Total of Moment Happiness
(happydons)



Happiness Seismogram of theHappiness Seismogram of the
Skydiving ExperienceSkydiving Experience
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Measuring HappinessMeasuring Happiness

 Self Reports

 Experience Sampling

 Bodily Measurements

 Neuro-Imaging









Mathieu RicardMathieu Ricard



Figure 1. Country Comparison ofFigure 1. Country Comparison of
Income and HappinessIncome and Happiness



Figure 2. Satisfaction with Life andFigure 2. Satisfaction with Life and
Income Per Capita in Japan betweenIncome Per Capita in Japan between
1958 and 19911958 and 1991





The First Law of Happiness:The First Law of Happiness:
Relative ComparisonRelative Comparison

HAPPINESS REALITY EXPECTATIONS= –



Expectations Based on SocialExpectations Based on Social
ComparisonComparison

HAPPINESS WHAT	  I
GET

WHAT	  OTHERS
GET= –



World	  A World	  B
Your	  current	  yearly
income	  is	  $50,000;
others	  earn	  $25,000

Your	  current	  yearly
income	  is	  $100,000;
others	  earn	  $200,000



The Second Law of Happiness:The Second Law of Happiness:
Motion of ExpectationsMotion of Expectations

HAPPINESS WHAT	  I	  GET
TODAY

WHAT	  I	  GOT	  IN
THE	  PAST= –



Happiness =Happiness =
Reality Reality –– Shifting Expectations Shifting Expectations



The Third Law of Happiness:The Third Law of Happiness:
Aversion to LossAversion to Loss

Gain $10

Lose $10
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The ModelThe Model

HAPPINESS =

S-curve of

REALITY – SHIFTING EXPECTATIONS

adjusted for

SATIATION



Combined Habituation-SatiationCombined Habituation-Satiation
ModelModel
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 Notice that (x-r), and not x, is the driver of
satiation.



Implications of the LawsImplications of the Laws

 Crescendo (less to more)

 Life Simplicity



KrkaKrka



PlitvickaPlitvicka
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MariahMariah
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Old Habits Die HardOld Habits Die Hard
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Life SimplicityLife Simplicity



“The great source of both the misery and disorders of human life,
seems to arise from over-rating the difference between one
permanent situation and another.”

— Adam Smith, The Theory of Moral Sentiments, 1979, Part III, Chapter III



Are We Good at PredictingAre We Good at Predicting
Happiness?Happiness?

PREDICTED
HAPPINESS

FUTURE
REALITY

CURRENT
EXPECTATIONS= –



Utility of Income under ProjectionUtility of Income under Projection
BiasBias
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Utility of Income under ProjectionUtility of Income under Projection
BiasBias
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Happiness and Time AllocationHappiness and Time Allocation
ModelModel



Is Is XX A Basic Good? A Basic Good?

1. If nobody knew I am buying or
experiencing X, would I still want X?

2. Will I enjoy X in the future, say five years
from now, as much as I do now?



Happiness = Accumulated RealityHappiness = Accumulated Reality
–– Shifting Expectations Shifting Expectations



Cumulative GoodsCumulative Goods
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SummarySummary

 Happiness is a choice

 HAPPINESS = REALITY – SHIFTING EXPECTATIONS

 Crescendo Strategy (less to more)

 Basic goods

 Cumulative goods

 Reframing

 HAPPINESS SEISMOGRAM



No one saves us but ourselves. No one can and no one may. We
ourselves must walk the path.

— Buddha

A QuoteA Quote



Management ImplicationsManagement Implications

 Managing Expectations
• Customers
• Employees
• Investors

 Perceived Progress

 Connectedness (basic good)

 Higher Purpose



Public PolicyPublic Policy

 People do not always know what will give
them lasting happiness
• Unemployment
• Health Care
• Secure Retirement
• Child Care & Early Education
• Strengthen Marriage & Family
• Treat Mental Illness
• Trust & Confidence in Public Officials





A Japanese Cyclist ContemplatesA Japanese Cyclist Contemplates
a Volkswagen Beetle / REUTERSa Volkswagen Beetle / REUTERS



RecapitulationRecapitulation

 We  propose a model of adaptation and social comparison for valuing
time streams of consumption. This model explains two widely
observed empirical findings in the well-being literature.

• The first empirical finding is that within a society richer people are happier than
poorer ones.

• The second finding is that for a given country average well-being has not
improved over time in spite of large gains in per capita income.

 Why do people believe that more money will buy more happiness
when in fact it does not?

• We show that under projection bias this puzzle is resolved as a person will predict
much more happiness than he will actually realize because of his failure to account
for changes in reference levels that accompany higher levels of consumption.



Partial AdaptationPartial Adaptation



Life BalanceLife Balance



“One does not become happy overnight, but with patient labor day
after day. Happiness is constructed, and that requires effort and
time. In order to become happy, we have to learn how to change
ourselves.”

— Luca and Francesco Cavalli-Sforza (2007)



Figure 6: Total Optimal Time Spent onFigure 6: Total Optimal Time Spent on
Spiritual Practices and Total Utility as aSpiritual Practices and Total Utility as a
Function of the Effectiveness of TheseFunction of the Effectiveness of These
PracticesPractices



Table 1. The Satisfaction with LifeTable 1. The Satisfaction with Life
ScaleScale







Time AllocationTime Allocation
Optimal and Under Projection BiasOptimal and Under Projection Bias
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“The constitution only gives you the right to pursue happiness. You
have to catch it yourself.”

— Benjamin Franklin



Basic	  Goods	  
food,	  rest,	  family,

friends

Reframing	  Activities
Detachment,	  Broader	  Comparisons,	  

Optimism,	  Admiration

Cumulative	  Goods:
Education,	  Goals,	  Causes,	  
Relationships, Career

Adaptive	  Goods
Comforts,	  modern	  

conveniences,	  technology

Social	  Comparison	  Goods
Luxuries,	  DesignerGoods,	  Exclusive	  Clubs

Life Balance ChakraLife Balance Chakra


