
Happiness and Utility 

What makes people happy? According to the standard economic model happiness is a 
positive function of a person’s absolute level of income—in other words, the greater 
one’s absolute level of income, the more happy one should be. In this seminar, we will 
examine the factors that affect happiness from the vantage point of behavioural 
economics. A primary focus will be on evidence suggesting that happiness is a function 
not of a persons absolute income, but instead, their relative-rank of income within a 
comparison group—the so-called relative income rank hypothesis. We will also see how 
this relative income rank hypothesis can be extended to explain people’s proneness to 
depressive symptoms, amongst other things. 
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