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People have been arguing for centuries about whether or not money can buy happiness. New

research provides a fuller understanding of the relationship between what we earn and how

we feel.

It may seem a bit obvious: people with higher incomes are, generally speaking, happier than

those who struggle. They worry less about paying their bills, they have greater choice in where

they live or how they work, and they can provide creature comforts for themselves and their

loved ones.  However, wealth alone is not a golden ticket. Indeed, what kind of money one has

and how they spend it matters a lot more than a large income.

The basics on happiness 

When looking at all of these research results, it’s important to understand what is meant by the

term ‘happiness’. Those in the field of happiness research divide it into two components, and
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individuals need both to be truly happy. But only one of those components keeps improving

the more you earn. The other tops out after a certain point.

The first measure of happiness is ‘evaluative’ which can be defined as a sense that one’s life is

good— the individual is satisfied with his/her life and feels as though they are progressing

towards their goals. This is the measure used by economists Justin Wolfers and Betsey

Stevenson who have conducted extensive research comparing economic data and happiness

surveys across the world. They have found that in just about every country, rich people tend to

be happier than poor people.  Likewise, people in rich countries are happier than people in

poor countries. When our basic needs for food, safety, health care, and shelter aren’t met, an

increase in income makes a disproportionately larger difference for us than when we are

relatively stable financially.  Moreover, those struggling to get by are more likely to experience

instability in housing, nutrition, education, and health— all of which leads to pain, stress, and

practical demands of a disease or disability so even a small increase in income can alleviate or

prevent many of these adverse situations.

The other component of happiness, is known as ‘affective’ and deals with how often

individuals experience positive emotions like joy, affection and peace, as opposed to negative

ones. Daniel Kahneman and Angus Deaton of Princeton University found a consistent rise in

overall life satisfaction as incomes rise, matching the results of Profs. Wolfers and Stevenson. 

Yet, when they looked at affective measures, happiness did not rise after a household reached

an annual income of approximately $75,000.  Higher incomes are related to a greater sense of

satisfaction with life, but not necessarily the positive emotions we associate with happiness. 

In other words, people may think their lives are going well while at the same time not

experience joy, laughter, comfort, or connection.

So why is that?  How can money have a relatively weak effect on the happiness of wealthier

people?

What kind of money do you have? 

New research from the Office for National Statistics (ONS) in the United Kingdom suggests

that the type of money one accumulates matters a great deal.  The ONS asked people to rate

their wellbeing on a scale of 0-10 on a series of questions like ‘overall, how satisfied are you

with your life nowadays?’ and ‘overall, to what extent do you feel the things you do in your life

are worthwhile?’

https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&cad=rja&uact=8&ved=0CB4QFjAAahUKEwiQ3oipo4nIAhXG2BoKHVXUBfg&url=http%3A%2F%2Fwww.nber.org%2Fpapers%2Fw14282&usg=AFQjCNEBUIQYe-X5W3DAYXPQQQxzMQxZPg&sig2=lWuGm2c3FSVTzqd3nliJ9g
http://pss.sagepub.com/content/16/9/663.short
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&cad=rja&uact=8&ved=0CB0QFjAAahUKEwjFga7ko4nIAhVGfhoKHQ9pB84&url=http%3A%2F%2Fwww.pnas.org%2Fcontent%2F107%2F38%2F16489.full&usg=AFQjCNG_I5E_cee-qAdrE0AmSFxJ5iQPUQ&sig2=BstB9ps0ZPPDG0BgsdztEg&bvm=bv.103073922,d.dmo
http://www.ons.gov.uk/ons/dcp171776_415633.pdf


2020. 10. 25. Can money buy you happiness? | World Economic Forum

https://www.weforum.org/agenda/2015/09/can-money-buy-you-happiness/ 3/6

Net financial wealth, which includes stocks, shares, and savings, had the strongest

relationship with positive well-being. Increasing property wealth or personal pension wealth,

on the other hand, did not measurably increase wellbeing, according to ONS.  Overall wealth

had a positive effect on increasing levels of life satisfaction, sense of worth, and happiness. 

Moreover, greater wealth also decreased levels of anxiety. When the type of wealth was

considered, net financial wealth, which includes stocks and savings, was most strongly related

to personal well-being.  Increasing property or personal pension wealth, on the other hand, did

not result in greater wellbeing.  One explanation might be that the discretionary money that is

generated through stocks and savings allows individuals greater freedom of choice in their

lifestyles. Having these choices has an impact on happiness- even if people never act upon

them.

Interestingly, the results also indicated that households with a greater proportion of income

coming from state benefits such as housing assistance or a jobseeker’s allowance

experienced lower personal wellbeing, with the impact appearing to be “stronger for men than

for women,” according to the ONS.

So, yes, money does buy happiness— if it’s the right kind.
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How do you spend your money? 

If money is used as a pro-social tool—rather than just a medium to greater material

abundance— it has a positive impact on well-being and fosters social connectedness. 

Numerous studies conducted over the past 10 years have shown that life experiences give us

more lasting pleasure than material things.  Associate professor of psychology at San

Francisco State University, Ryan Howell, found that people think material purchases offer

better value for the money because experiences are fleeting but material goods last longer.  In

fact, when people looked back at their purchases, they realized that experiences actually

provided better value.

Cornell University psychology professor Thomas Gilovich has reached similar conclusions.

People often make the logical calculation that, with a limited amount of money, they can either

go on a trip or buy an item.  The trip, people rationalize, is fleeting while the physical item will

remain.  While, this is factually true, it is not psychologically true because people experience

what is known as “hedonic adaptation”.  Hedonic adaptation describes the experience in

which a new material purchase brings a brief thrill or novelty that eventually wears off so that

we start to take the item for granted.  A raise at work gives employees a boost, but then their

aspirations rise, too. A new car or smartphone seems exciting at first… until you see the new

models, with upgrades and you want more.

Experiences, on the other hand, tend to meet more of our underlying psychological needs,

because they are often shared with other people, giving us a greater sense of connection, and

they form a bigger part of our sense of identity. If you’ve climbed in the Himalayas, that’s

something you’ll always remember and talk about, long after all your favorite gadgets have

gone to the landfill.

Beyond ourselves, spending money on others can bring the most amount of happiness. 

Elizabeth Dunn and her colleagues showed in 2008 that spending money on others (rather

than oneself) predicts greater happiness.  Dunn handed out cash to students on a university

campus, telling some to spend it on themselves and telling some to spend it on others. Those

who spent money on other people were happier than those who treated themselves.  Since

then, she has repeated the experiment in other countries around the world, and has altered

the experiment to whether people would still be happy if they gave away their own money

rather than free money handed to them by a professor. In countries as diverse as Canada,

South Africa, and Uganda, the experiment showed that giving away money consistently made

people happier. This even held true when they themselves were relatively poor.

Dunn also worked with economists to analyze survey data from 100 countries in the Gallup

World Poll, and found that people who donated money to charity were happier, in poor and

rich countries alike.
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So what’s the bottom line?  When you don’t have much money, a little extra can go a long

way, because you have more essential needs to fulfill. As you accumulate more wealth,

however, it becomes more difficult to buy more happiness.  After that, people begin to realize

that life experiences, using their valuable time wisely, and feeling connected to their loved

ones are the real ingredients for happiness.

This article was originally published on The World Bank’s People, Spaces, Deliberation Blog.

Publication does not imply endorsement of views by the World Economic Forum.
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Image: People enjoy the sunny spring weather as they sit on the banks of Lake

Zurich. REUTERS/Arnd Wiegmann.

License and Republishing

World Economic Forum articles may be republished in accordance with the Creative Commons Attribution-
NonCommercial-NoDerivatives 4.0 International Public License, and in accordance with our Terms of Use.

Written by

Roxanne Bauer, Consultant,

The views expressed in this article are those of the author alone and not the World Economic Forum.

The World Economic Forum COVID Action Platform

Explore context

Geo-economics

Subscribe for updates

Learn more

Explore the latest strategic trends, research and analysis

http://blogs.worldbank.org/publicsphere/things-we-do-how-money-can-buy-you-happiness
http://weforum.us3.list-manage.com/subscribe?u=79c86265202b9840297f805ad&id=7361259375
https://creativecommons.org/licenses/by-nc-nd/4.0/legalcode
https://www.weforum.org/about/privacy-and-terms-of-use
https://www.weforum.org/agenda/authors/roxanne-bauer
https://www.weforum.org/platforms/covid-action-platform
https://intelligence.weforum.org/topics/a1Gb0000000LHOoEAO?tab=publications
https://www.weforum.org/platforms/covid-action-platform
https://intelligence.weforum.org/topics/a1Gb0000000LHOoEAO?tab=publications


2020. 10. 25. Can money buy you happiness? | World Economic Forum

https://www.weforum.org/agenda/2015/09/can-money-buy-you-happiness/ 6/6

Email Subscribe

A weekly update of what’s on the Global Agenda

© 2020 World Economic ForumPrivacy Policy & Terms of Service

https://www.weforum.org/about/privacy-and-terms-of-use

