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ABSTRACT

In this article, we explore to what extent fairness perceptions mediate the relationship between
income comparisons and subjective well-being. Using data of 1100 Turkish respondents collected
amid the Turkish economic crisis, we find that people who attach more importance to income
comparisons with others report lower subjective well-being levels. Mediation models indicate that

KEYWORDS
Subjective well-being; social
comparison; fairness; Tiirkiye

JEL CLASSIFICATION
131; 130

fairness perceptions and negative affect fully mediate the relationship between these income

comparisons and subjective well-being.

l. Introduction

Over the past decades, there has been a burgeoning
literature examining how income is related to sub-
jective well-being. One of the key findings in this
literature is that not only absolute income matters
for subjective well-being, but also perceived relative
income (Clark, Frijters, and Shields 2008). In the
relationship between income and happiness, social
comparison plays an important role. Social com-
parison theory holds that people do not evaluate
their situation and life in isolation from others.
Instead, they compare their income and other
achievements with those of people around them,
such as family members, friends, and colleagues.
People can make upward and downward social
comparisons (Festinger 1954), meaning that they
can contrast themselves with others that are respec-
tively better off (upward comparison) and worse off
(downward comparison). Although upward and
downward comparisons can co-exist within the
same person (Taylor and Lobel 1989), it is generally
believed that people mostly compare with others that
have similar or higher incomes (Dufhues et al. 2023;
Goerke and Pannenberg 2015). Although upward
social comparisons can enhance life satisfaction
through a signalling effect related to admiration,

identification, and seeing ways to improve one’s own
status (e.g. Olivos, Olivos-Jara, and Browne 2021), it is
believed that social comparison typically reduces sub-
jective well-being through feelings of unfairness and
envy (Clark and Senik 2010; Ferrer-I-Carbonell 2005).

At the same time, it has not been formally tested
whether fairness perceptions mediate the relation-
ship between income comparisons and subjective
well-being. To the best of our knowledge, only
Ugur (2021) found that the negative association
between income inequality and subjective well-
being could be explained by fairness concerns.

In this research, we examine to what extent
fairness perceptions mediate the relationship
between income comparisons and subjective well-
being, where we conceptualize subjective well-
being as the evaluation of life satisfaction or
a respondent’s global subjective evaluation of his
or her life (Kapteyn et al. 2015). Specifically, we
use data from a survey held in Tirkiye from the
last week of March to the second week of
May 2023, a period in which Tiirkiye was experi-
encing an economic crisis and record-high infla-
tion of over 50% (TURKSTAT 2023). Tirkiye
can be perceived as a compelling case study due
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to its collectivistic culture, where the importance
of comparing oneself to others, particularly those
with higher incomes, is emphasized (Dumludag
et al., 2016). Furthermore, especially in times of
economic crises, individuals tend to engage in
upward comparisons, as has been observed by
Tao (2015).

Data and methodology
Data

In this research, we use data collected in Tiirkiye
from the last week of March to the second week
of May 2023. The survey was carried out online
across Tirkiye through convenience sampling
via providing a link via Google Forms targeting
full-time employees. Participation in the survey
was voluntary and participants were not paid for
participating. Overall, our sample consists of
1100 people over the age of 18 that are full-
time employees. Appendix A provides an over-
view of the socio-demographic characteristics of
the sample, which is not representative for the
Turkish  working population: particularly
employees with university education and work-
ing in the public sector are overrepresented.
Despite the non-representativeness of the sam-
ple, convenience sampling was our only viable
option (given resources and lack of access to
a panel) to study income comparisons and sub-
jective well-being amid the Turkish crisis.
Although this is a limitation of the study, there
is now also a growing body of research showing
that sample source has only a limited effect on
study outcomes (e.g. Ellis, Savchenko, and
Messer 2023; Winton and Sabol 2022).

Variables

To measure subjective well-being, we used a life
satisfaction score, which can be considered an eva-
luative measure of subjective well-being and is
commonly used in the literature (Diener, Oishi,
and Tay 2018). Specifically, respondents had to
answer this question: ‘Taking all things together,
how satisfied are you with your life these days?
0=completely dissatistied, 10=completely satisfied’.
The importance of income comparisons was

measured on a 7-point scale making use of the
question: ‘How important is it for you to compare
your income with other people’s incomes? 1=Not
at all important, 7=Very important’. Finally, our
mediating variable fairness perceptions was mea-
sured by the question: Do you think your salary is
fair? 1=Very unfair, 5=Very fair. We control for
several correlates of life satisfaction, as suggested by
Dolan et al. (2008) and presented in Appendix
A. The control variables are gender, age, education,
marital status, number of children respondent has,
number of working hours, income, sector, health
status, location of residence. Descriptive statistics
are provided in Appendix A.

Empirical strategy

To examine the relationship between the
importance of income comparisons and subjec-
tive well-being, we start with an OLS regres-
sions to examine the relationship between
importance of income comparisons and subjec-
tive well-being. Specifically, we estimate the
following model:

LS; = © Income Compariso; + ¥ Control; + ¢,

where LS; is the reported life satisfaction,
Income Comparisons is the reported importance
of income comparisons for the respondent,
Control is a vector of the personal characteristics
of the respondent, and ¢ is the residual error.
Subsequently, we utilize the Baron and Kenny
(1986) approach as well as Sobel’s test structural
equation modelling approach for our mediation
analysis using the medsem package in Stata
(Mehmetoglu 2018). An elaborate description
of the mediation test that is conducted can be
found in Iacobucci et al. (2007).

Please note that the data collected prevents us
from drawing causal inferences and our results
should be interpreted as conditional associa-
tions, rather than causal relationships. The cau-
sal relationship between income comparisons
and subjective well-being has elsewhere been
shown in the literature (Card et al. 2012; Perez-
Truglia 2020) and the added value of this article
is that we explore the mediating mechanism.



Empirical results

Examining the descriptive statistics (Appendix
Al), we gauge that average life satisfaction in our
Turkish sample is a 4.8, which is a bit lower than
earlier reported averages in the existing literature
(Veenhoven 2023), but not remarkable given that
the survey was held in the mid of an economic
crisis and in the wake of a natural disaster (earth-
quake) in Tirkiye. Moreover, the majority of
respondents (71%) find their current salary unfair
to very unfair, while the importance attached to
income comparisons is quite uniformly distributed
across the respondents: about 40% does not attach
much importance to income comparisons, while
also 40% finds income comparisons important.
However, is the importance people attach to
income comparisons indeed associated with life satis-
faction through its effect on fairness perceptions? As
expected, we find for our Turkish sample a negative
relationship between the importance people attach to
income comparison and life satisfaction. To exem-
plify, respondents who do not care at all about
income comparisons score, on average, 0.7 points
higher on life satisfaction compared to respondents

Table 1. Main results.
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that care very much about income comparisons
(Table 1, Column 1). Our conclusions hold when re-
estimating the model using ordinal probit (Table 1,
Column 2). The subsequent mediation analysis using
the Baron and Kenny (1986) approach suggests that
fairness concerns mediate the relationship between
the importance of income comparisons and life satis-
faction (Table 1, Column 3).

A further exploration using Sobel’s test shows
that fairness perceptions mediate 73% of the rela-
tionship between income comparisons and life
satisfaction. Despite Sobel’s test indicates
a complete mediation (given that the effect of
income comparisons is now insignificant), the
mediation analysis also shows that the sum of the
proportion mediated does not reach 100%, indicat-
ing that there are other potential mediators in play.
Controlling for negative emotions (anger and
stress) — related to the feelings of envy comparisons
generate as discussed in the introduction - resolves
this problem (see Table 1, Column 4) in that the
two variables completely mediate the relationship
between importance of income comparisons and
life satisfaction.

m ) (3) (4)

OLS Ordinal probit OLS OoLS

Income comparisons -0.12 -0.05 -0.03 0.01

(0.05)** (0.02)* (0.04) (0.04)

Perceived fairness income 0.91 0.75
(0.07)** (0.07)**

Anger and stress feelings -0.27
(0.03)**

Male -0.15 —-0.05 -0.37 —0.44
(0.15) (0.07) (0.15)* (0.15)**

Age —-0.05 —-0.04 —-0.05 —-0.06
(0.06) (0.02) (0.05) (0.05)

Age? 0.00 0.00 0.00 0.00
(0.00) (0.00) (0.00) (0.00)

University education -0.02 -0.02 -0.04 -0.12
(0.23) (0.06) (0.22) (0.22)

Married -0.09 -0.03 -0.07 -0.02
(0.20) (0.08) (0.19) (0.18)

Number of children 0.12 0.05 0.18 0.16
(0.10) (0.04) (0.10)# (0.10)#

Number working hours -0.03 —-0.01 -0.02 —-0.01
(0.01)* (0.00)* (0.01)# (0.01)

Ln income 1.16 0.48 0.72 0.67
(0.15)** (0.06)** (0.14)** (0.13)**

Working in public sector 0.01 -0.00 0.29 0.19
(0.17) (0.07) (0.16)# (0.15)

No health problems 0.24 0.10 0.22 0.12
(0.17) (0.07) (0.16) (0.15)

Living in large city 0.35 0.15 0.30 0.29
(0.17)* (0.07)* (0.16)# (0.16)#

Observations 1100 1100 1100 1100

Robust standard errors in parentheses. **p<0.01; *p<0.05; #p<0.10
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Concluding remarks

This study finds a negative relationship between
social income comparisons and subjective well-
being amid the Turkish economic crisis and that
this relationship is almost fully mediated by feel-
ings of unfairness. Although we do not expect that
our main findings would change considerably
when more representative samples are used, addi-
tional research using different samples is warranted
to examine whether our findings hold in different
populations.

Our findings have some policy implications.
To combat the negative effects of upward social
comparisons, reducing income inequalities
would be an obvious measure. At the same
time, given that there seems to be an innate
human drive to socially compare, more needs
to be done to avoid negative effects of upward
social comparisons. In terms of policy actions,
one can think of more transparency regarding
pay (e.g. through more open communication)
and more consistent application of rules and
policies within society since these actions could
increase feelings of fairness. Future (experimen-
tal) research could further examine what kind of
measures would work to reduce the harmful
effects of social comparisons by reducing feel-
ings of unfairness.
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