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Abstract

In this paper we identify the factors that have influenced average life satisfaction
for Croatians based on data collected in reports from 1999 and 2006. Our analysis
of the data from the European Values Survey (EVS) reveals that in 1999 life
satisfaction was higher for people who were married, those who were employed,
and those who had an income between 5,001 and 8,000 Croatian kuna (HRK) per
month. Life satisfaction was U-shaped in age, minimizing around the age of 50.
There appeared to be little correlation between life satisfaction and education level.
Based on our analysis of the 2006 data from the United Nations Development
Program (UNDP), we find that in 20006 life satisfaction was higher for people who
were married, those who were employed, those who were out of the labor force,
those with a university degree, and those with higher incomes. The impact of age

in 2006 was U-shaped as it was in the 1999 data, minimizing around the age of 58.
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The data from both years strongly supports the view that life satisfaction rises with

GDP per capita in the county in which a respondent resides.

Keywords: life satisfaction, counties, GDP per capita, Croatia

JEL classification: C35, D10, 131, P20

1 Introduction’

In recent years economists’ interest in the factors that influence life satisfaction
or happiness has grown substantially? (see Frey and Stutzer, 2002a). This area of
interest has been built upon a tradition in psychology of investigating individuals’
responses to self-assessed well-being questions. Economists usually assume that
people’s choices reveal their preferences. The quality-of-life approach, on the other
hand, relies on directly asking people (via surveys) about their subjective well-

being, instead of indirectly estimating utility.

The quality-of-life approach has not received noteworthy attention in scientific
and political debate in Croatia. As noted by Bejakovi¢ and Kaliterna Lipovéan
(2007), although quality of life is not an explicit criterion for accession to the
European Union (EU), research in this area can contribute to understanding the
differences in the various realms of people’s lives and to identifying appropriate
measures that are needed in order to achieve social cohesion at the European level.
In addition, subjective measures of well-being can provide a useful complement to
conventional economic data, especially for economies in transition, given that the
official economic data in these countries, particularly in the 1990s, was generally
unreliable due to the large informal sector and irregular statistical coverage of
the newly emerging private sector. For these reasons we believe it is important to

assess well-being in Croatia from this more subjective point of view. Therefore,

1 The author thanks the UNDP Croatia for allowing her to use the original data.

2 The terms well-being, life satisfaction, and happiness are often used interchangeably, as empirically they seem to
measure a very similar phenomenon (Hayo, 2004).

46



Lena Malesevic¢ Perovi¢
Life Satisfaction in Croatia
Croatian Economic Survey : Vol.12 : No.1 : April 2010 : pp.45-81

by using surveys from two different years that cover altogether more than 8,000
individuals, we analyze how socio-demographic and economic factors contribute
to overall life satisfaction in Croatia. Respondents were asked to answer questions
about the level of their life satisfaction by choosing one of the responses on a scale
from 1 (dissatisfied) to 10 (satisfied). We then applied an ordered logit model
and analyzed a number of questions. First, we examined the link between life
satisfaction and various (standard) socio-economic variables such as age, gender,
education, marital status, and labor force status. Furthermore, we investigated
whether people in Croatia with a high income are more satisfied with life than
those with a low income. Another related question we addressed is whether life
satisfaction is influenced by the mean level of income in one’s county; in other
words, are people affected more by absolute levels of income or income relative to

those living around them?

The paper is organized as follows. Section 2 provides a literature review. Section
3 presents the data and contains our own empirical investigation of the socio-
demographic and socio-economic determinants of life satisfaction in Croatia.

Section 4 presents our conclusions.

2 Literature Review

Analysis of the factors affecting life satisfaction is central to psychology, but in
recent years there has been a surge of interest of economists in this area. For a
useful review of the relevance of happiness/life satisfaction research for economists,
see two summary articles, namely, Di Tella and MacCulloch (2006) and Frey and
Stutzer (2002a). Economists have been particularly interested in establishing the
relationship between income and life satisfaction. Easterlin (1974) argues in his
seminal paper that in the period 1946-1991 even though the real GDP per capita
increased in the United States, the average happiness of the American population
actually dropped. This finding triggered a lot of further research, resulting in a

vague consensus based on both cross-sectional and longitudinal data that income
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does matter but not very much (see, for example, Easterlin, 1995; Oswald, 1997;
Frey and Stutzer, 2002a). This has led to a reorientation of interest towards the
role of relative rather than absolute income in determining life satisfaction (see, for
example, Clark and Oswald, 1994). In addition to income (relative and absolute),
other variables typically included in models of life satisfaction are age (and age
squared as it is presumed to exert a U-shaped impact on satisfaction), gender,
marital status, education level, and employment status. Typical findings are that
happiness is higher for women, married people, more educated people, those with

higher income, the young, the old, and the self-employed (Blanchflower, 2007).

The literature on the determinants of life satisfaction is vast, and we make no
attempt to review all of it. Instead, we briefly summarize only those papers that
deal with Croatia, other individual countries, and/or transition countries. It should
be stressed that the literature on the determinants of life satisfaction in transition
countries and especially Croatia is rather scarce. This paper, therefore, represents a

contribution to this body of literature.

Hayo and Seifert (2002) analyze subjective economic well-being in Eastern Europe
from 1991 to 1995. They find that when subjective economic well-being is regressed
against a common set of socio-demographic variables, the findings are similar to
those in happiness regressions. Furthermore, they find that age, education, relative
income, and unemployment exert a significant influence on economic well-being,

whereas gender and marital status do not seem to be important.

Sanfey and Teksoz (2007) analyze life satisfaction in transition countries using
evidence from the World Values Survey (waves 2 to 4). They demonstrate that
individuals in transition economies on average record lower values of self-reported
life satisfaction compared with those in non-transition countries. The socio-
economic groups that exhibit relatively higher levels of happiness include students,
people with higher levels of education, and those with higher incomes. Happiness

declines with age until the early fifties. Self-employed people in transition countries
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show alevel of satisfaction as high as or higher than full-time employees, in contrast

to evidence from non-transition countries.

Malesevi¢ Perovi¢ (2008) analyzes the impact of both micro and macro determinants
on subjective economic well-being in a set of eight transition countries (including
Croatia) in the period 1991-1998. She finds that the most (economically) satisfied
groups of individuals are males, single people, those who are out of the labor force,
those who are most educated, and those with the highest incomes. As for the
macroeconomic variables, she finds that inflation, unemployment, and GDP (level
and growth) influence well-being significantly. Some results on micro variables
are not in line with other research (usually females and people who are married,
for example, are found to be the most satisfied); but, as the author suggests, this
is probably due to the fact that the dependent variable is not happiness or life

satisfaction but satisfaction with one’s economic situation.

A number of papers analyze happiness/life satisfaction in a single country. Namazie
and Sanfey (2001) analyze self-reported measures of life satisfaction in Kyrgyzstan
in 1993. They find that unhappiness is widespread among older people (happiness is
lowest at the age of 63), people who are unemployed, and people who are divorced.
The hypothesis that higher satisfaction is associated with greater economic well-
being is also strongly supported by the data. Interestingly, happiness and gender,
as well as happiness and the level of education, seem to be uncorrelated. The latter
finding is surprising, as it is not usual in similar research. The authors speculate this
might be because skills and education acquired under the old regime are of little

use in the new circumstances.

Several papers examine happiness in Russia. For example, Veenhoven (2001) and
Graham and Fitzpatrick (2002) find high levels of unhappiness among Russians.
Graham and Fitzpatrick find that in Russia in the 1995-2000 period static variables
such as gender, stable marital status, and education levels are more likely to have
effects on happiness levels, while changes in socio-economic or marital status

(particularly divorce) are more likely to affect happiness levels.
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Lelkes (2006) uses Hungarian survey data from two periods, 1991-1992 and 1997-
1998, to analyze the impact of religion and economic transition on happiness. She
finds that unemployment, disability pensioner status, and divorce influence life
satisfaction negatively, while high income, higher levels of education and marriage
have a positive impact on satisfaction. She also finds that religious people have a
consistently higher level of satisfaction. Moreover, money is a less important source

of happiness for the religious.

There are not many papers that analyze happiness or life satisfaction in Croatia
only. Kaliterna Lipov¢an and Prizmié¢-Larsen (2006) investigate various dimensions
of subjective well-being in Croatia and compare them with different European
countries. They find that Croatia’s subjective well-being rates according to their
status in 2003 fit below the EU-15 or at the top of the list of 13 acceding and
candidate countries. The results also suggest that the standard of living is the least
satisfying domain and relationships with family and friends the most satisfying.
When rating national domains, Croatian citizens are found to be most satisfied
with national security and the state of the environment, and the least satisfied with

social conditions in the country.

Kaliterna Lipov¢an, Brkljaci¢, and Saki¢ (2007) investigate the differences in
subjective well-being (measured by happiness, life satisfaction, and satisfaction with
different life domains) among people with different household incomes. They find
that the various above-mentioned measures of subjective well-being significantly
differ between groups of people with differentlevels of monthly income. Respondents
with higher income were found to be happier and more satisfied with their life,
their material status, health, achievements, future security, economic situation, the
state of the environment, and the social conditions in Croatia. Interestingly, no
significant differences were found between the two groups with the lowest levels of
income (less than EUR 130 per person per month), nor between the two groups

with the highest incomes (more that EUR 401 per person per month).
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The Gallup Balkan Monitor survey continually monitors the state of public
opinion in Balkan countries (Serbia, Montenegro, Macedonia, Albania, Croatia,
Bosnia and Herzegovina, and Kosovo). With its partner, the European Fund for
the Balkans, they recently conducted a survey (2008) to measure public opinion
on subjects such as living standards, happiness with and attitudes towards the EU,
employment opportunities, feelings about living abroad, and the performance of
the governments in these countries. Although according to the data Croatia is the
region’s wealthiest country and the one closest to achieving EU accession, many
of the indicators describing people’s well-being and future outlook were found to
be some of the region’s gloomiest. On the one hand, 72 percent of the respondents
were found to be satisfied with their lives. On the other hand, 57 percent said
they were dissatisfied with their standard of living. Eighty-four percent of people
thought the country was going in a bad direction. Confidence in the national
government was the lowest in the region. Finally, 43 percent of people were against

accession to the EU.

3 Empirical Analysis of Life Satisfaction in Croatia

According to the summary table of the average life satisfaction in 148 nations
in the period 2000-2009 in Veenhoven’s World Database of Happiness, Croatia
ranks somewhere between 67" and 70" place, with the average answer 6.0 on a 1
to 10 scale. This ranks Croatia right in the middle of the list of 148 countries. The
countries at the top of the rankings (Costa Rica, Denmark, Iceland, Switzerland,
and Canada) have, on average, satisfaction scores higher than 7.9, while the countries
at the bottom of the rankings (Benin, Burundi, Zimbabwe, Togo, and Tanzania)
have rated their satisfaction, on average, lower than 3.1. Countries in the middle
range that have the same average satisfaction level as Croatia are Hong Kong, South
Africa, and Uzbekistan. As for transition countries, in the 1990s they consistently
appeared at or near the bottom of the list of the, then presented, 68 countries.
Frey and Stutzer (2002b) note that Central European transition countries scored

higher than former Soviet Union countries but still below the richest Organisation
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for Economic Co-operation and Development (OECD) countries. In the period
2000-2009, these countries were, much like Croatia, in the middle of the table.
Czechs, Slovenians, and Poles were slightly more satisfied with life than Croatians;
and Romanians, Bulgarians, Slovaks, and Hungarians were less satisfied. In the
next section we turn to an econometric examination of life satisfaction and its

determinants in Croatia.

3.1 Data and Econometric Analysis

There are various sources of cross-country data on subjective well-being indices,
such as the World Values Survey (WVS), the European Values Survey (EVS), the
New Democracies Barometer, the World Database on Happiness, the European
Quality of Life (EQLS) survey, and many others. Croatia was included in some of
them (the WVS in 1996, the EVS in 1999,° and the EQLS in 2007). However, to
date, there has not been a single source that tracks quality of life/life satisfaction/
happiness in Croatia over several years, which would allow comparisons over time.*
In addition to the above-mentioned sources on social variables for Croatia, the
United Nations Development Program (UNDP) in Croatia, in anticipation of the
2007 EQLS, conducted a survey in May 2006 using the same questionnaire which
the European Foundation for the Improvement of Living and Working Conditions

administered in 28 European countries (excluding Croatia) in 2003.

Since the WVS 1996 and the EQLS 2007 data on Croatia lacks some crucial socio-
demographic and county-level variables, in our empirical analysis we use the data
from two surveys: the EVS 1999 and the UNDDP 2006 data. The survey from 1999
covered 1,003 individuals in Croatia. However, due to missing data on certain key
variables, which led to a loss of 122 observations, the size of the final dataset used

in our analysis is 881 individuals, consisting of 363 males and 518 females. The
3" The EVS was conducted in Croatia also in 2007, but this data is not available to the public yet.

4 It could be argued that the WVS and the EVS could be considered the same source; but, as we explain in the text
below, the data from the WVS 1996 lacks some key control variables and, therefore, could not be used in our
analysis.
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survey from 2006 covered 8,534 individuals. However, due to missing data, the

size of our dataset for this year is 7,471 individuals, consisting of 3,011 males and

4,460 females.

In both surveys the respondents were interviewed and asked the following question
(among other questions): “All things considered, how satisfied are you with your life
as a whole these days?” - with possible answers on a 1 (dissatisfied) to 10 (satisfied)
scale. Figure 1 presents the percentage of people that belongs to each of the ten

groups/answers for each year.

Figure 1: Life Satisfaction in Croatia in 1999 and 2006

In percent

25

20

1 2 3 4 5 6 7 8 9 10

Life satisfaction score

0O 1999 @ 2006

Source: The EVS 1999 and the UNDP 2006 data.

Figure 1 suggests that, in both years, life satisfaction scores were skewed to the right
(i.e., towards the higher satisfaction levels). This is confirmed by figures in Table 1,

where we segregate the data according to particular groups of individuals.
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Table 1: Reported Llife Satisfaction in Croatia in 1999 and 2006**

Marital Status
All Married Single Unemployed
ﬁ"fg"sf:fi‘:facﬁon 1999 | 2006 | 1999 | 2006 | 1999 | 2006 | 1999 | 2006
1 2.61 2.64 1.81 2.23 1.30 1.69 3.37 478
2 3.52 2.29 3.27 2.02 3.46 2.25 3.37 4.6
3 3.97 471 3.63 4.02 4.33 3.07 6.74 6.53
4 5.11 5.01 3.99 4.21 6.49 4.44 6.74 6.26
5 1555 | 1693 | 1561 | 1737 | 15.58 12.2 | 20.22 21.8
6 1237 13.63 | 1252 | 13.94 952 = 11.08 899 | 14.35
7 1566 | 1751 | 1652 | 18.05 | 1429 | 1959 | 1910 | 1573
8 1952 19.05 | 1924 | 1946 | 24.68 @ 2372 | 16.85 | 12.79
9 10.78 9.84 | 11.43 971 | 10.39 | 13.08 | 10.11 6.35
10 10.90 8.41 | 1198 8.98 9.96 8.89 4.49 6.81
Income Status
Income Income Income Income
<HRK 2,001 |HRK 2,001-5,000 | HRK 5,001-8,000| > HRK 8,001
Efflé"s':fi‘:fac ion | 1999 2006 | 1999 . 2006 | 1999 2006 | 1999 2006
1 8.82 6.30 1.83 2.65 1.20 1.12 0.89 0.22
2 2.94 6.12 4.19 1.74 1.99 0.53 5.36 1.02
3 4.41 9.27 4.45 5.06 3.19 2.18 3.57 1.96
4 7.35 8.32 5.76 5.33 2.79 4.04 5.36 1.67
5 17.65 | 22.64 | 14.66 192 | 1554 @ 1458 | 16.07 9.00
6 13.24 | 1373 | 1230 | 1493 | 1355 | 14.26 893 | 10.23
7 1544 © 13.61 | 1832 | 1699 | 12.35  20.01 | 14.29 | 19.81
8 1471 © 1046 | 1911 | 1719 | 2311 | 2241 | 1875 | 28.37
9 8.09 4.99 7.85 782 | 1275 | 1155 | 19.64 | 17.13
10 7.35 458 | 1152 9.09 | 13.55 9.31 714 | 10.60

Note: *Based on 881 observations. **Based on 7471 observations. All numbers are expressed as percentages.
Source: The EVS 1999 and the UNDP 2006 data.

54



Lena Malesevic¢ Perovi¢
Life Satisfaction in Croatia
Croatian Economic Survey : Vol.12 : No.1 : April 2010 : pp.45-81

The results in Table 1 contain a number of interesting points, and several patterns
appear. Overall, approximately 70 percent of the sample reported a higher
satisfaction score (6 and above) in both years. This is broadly in line with happiness
scores in Western European countries. As shown by the Eurobarometer data, about
80 percent of people in the selected advanced economies described themselves
as “very happy” or “pretty happy” (see, for example, Di Tella, MacCulloch and
Oswald, 2003). The Gallup Poll on the Western Balkans also finds that 72 percent
of Croatians are satisfied with their lives. If we undertake the same cross-tabulations
as in Table 1 for a set of transition countries (Albania, Bulgaria, Belarus, Bosnia
and Herzegovina, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Moldova,
Poland, Romania, Russia, Serbia and Montenegro, Slovakia, Slovenia, Ukraine,
and Macedonia), it appears that Croatians report higher life satisfaction compared
to respondents in other transition countries. More precisely, the results (not
reported) indicate that, in the whole sample (which includes 5 waves of surveys),
only 47 percent of the respondents belong to the higher satisfaction group (6 and
above). It should be stressed, though, that cross-country comparisons on subjective

data should be made cautiously and conclusions drawn tentatively.

The results in Table 1, furthermore, suggest that people who are unemployed in
Croatia seem to be overall less content than the average individual in the sample.
Those who are married and single people both seem to be associated with higher
well-being scores (although the result for single people is more pronounced in the
2006 sample). As for the income, expectedly, those with higher incomes seem to be

more satisfied than those with lower incomes.

Cross-tabulations, however, cannot give conditional comparisons between various
groups; hence, we turn to multivariate estimation of the relationship between life
satisfaction and socio-demographic variables in the next section. The data sources

as well as the summary statistics are given in Appendices 1 to 3.

The model we use has the standard form: LS, =o + X, +¢,, where LS is

the reported life satisfaction of individual i, X is a vector of socio-demographic
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and economic characteristics hypothesized to affect life satisfaction, and ¢, is the
error term. Given that the dependent variable can have more than one value, and
given that the answers are ordinal rather than cardinal, these kinds of models are
usually estimated through ordered probit or logit models. Since the main use of
happiness functions in economic analyses is not to compare levels of happiness
in absolute levels, but rather to investigate the determinants of happiness, Frey
and Stutzer (2002a) conclude that the subjective data can be treated ordinally in
econometric analysis. Therefore, it is not necessary in these cases to assume that
reported subjective well-being is neither cardinally measurable nor interpersonally
comparable. Furthermore, they argue that ordinal and cardinal treatments of
life satisfaction generate quantitatively very similar results in microeconometric

happiness functions.

3.2 The 1999 Results

In what follows we present and discuss the results from the 1999 and 2006 surveys
separately for several reasons. First, given that the two surveys are from different
sources (the EVS and the UNDDP, respectively), that the number of the respondents
in each survey is different, and that the definitions of the variables are not exactly
the same (we just grouped them in a similar fashion — see Appendices 1 and 2),
they could not be analyzed jointly. Second, as it will become apparent in this
analysis, the results between the two surveys differ and, therefore, require separate
discussions. Finally, it would be inconvenient in terms of presentation. The 1999
results for different specifications are presented in Table 2. These specifications are
labeled as Models (1), (2), (3), and (4), and the rationale for each model is given

below.
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Table 2: Marginal Effects in an Ordered Logit for the EVS 1999°

Model
o @) ®) )
Male dumm -0.022%* -0.020 -0.016 -0.016
Y (0.044) (0.104) (0.131) (0.163)
A -0.008** -0.007%* -0.005* -0.005*
ge (0.018) (0.018) (0.074) (0.055)
A red 0.00008** 0.00006* 0.00005 0.00005
ge square (0.036) (0.055) (0.148) (0.138)
Marital status
Married 0.040** 0.042** 0.039** 0.039*
(0.023) (0.017) (0.018) (0.017)
. -0.028 -0.029 -0.024 -0.024
Divorced/Separated (0.248) (0.131) (0.287) (0.156)
. -0.016 -0.015 -0.019 -0.019
Widowed (0.543) (0.668) (0.414) (0.549)
Education
. 0.009 0.003 -0.011 -0.011
Secondary/Vocational (0.569) (0.767) (0.491) (0.286)
Universic 0.035 0.025 -0.005 -0.005
y (0.207) (0.422) (0.786) (0.791)
Employment
0.037* 0.034 0.032* 0.032
Employed (0.056) (0.107) (0.077) (0.111)
0.025 0.023 0.023 0.023
Out of the labor force (0.238) (0.259) (0.248) (0.226)
Income
0.016 0.016 0.022 0.022
HRK 2,001-5,000 (0.379) (0.488) (0.200) (0.307)
0.048** 0.049* 0.066** 0.066**
HRK 5,001-8,000 (0.040) (0.127) (0.007) (0.013)
0.024 0.019 0.035 0.035
> HRK 8,001 (0.32) (0.518) (0.198) (0.262)
) 3.90e-06*** 0.0001%**
GDP per capita 6(0.002) (0.000)
-0.031 0.125%
County of Zagreb (0.107) (0.000)
. ) -0.030 0.131%**
Krapina-Zagorje 0.171) (0.000)
Sisak-Moslavina (60'30613 O'(})Gé 38;

5 Marginal effects for the ordered logit can be computed for only one outcome (out of 10 possible outcomes in this
case) at a time. In this case we use the outcome 10, i.e., the answer satisfied, as it is common practice to choose one
of the extreme outcomes.
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Model

o e e @
Karlovac 0024 00
(0.568) (0.000)
o 0.027 0.237***
Varazdin (0.529) (0.000)
Koprivnica-Krizevci —0(%6(%:); (00404097)
Bjelovar-Bilogora (_()010335?; 0(})206(;:);
Primorje-Gorski kotar (b05%153) 0(2)206(;8;
Lika-Senj —0(%7335; Dropped
Virovitica-Podravina _()(Oog;}:); 0((())95’(;:);
Pozega-Slavonia —0(%7333; -0(820158;
Slavonski Brod-Posavina —0((())53(;:); 0(?)7()58:);
-0.002 0.191***
Zadar (0.910) (0.000)
.. . -0.044*** 0.082***
Osijek-Baranja (0.006) (0.000)
& . . -0.066*** 0.027***
Sibenik-Knin (0.000) (0.000)
Vukovar-Sirmium (_00507142) 0(2)93(;:);
i ) 0.015 0.2127
Split-Dalmatia (0.493) (0.000)
Lattia 0.024 0.172%**
(0.442) (0.000)
Dubrovnik-Neretva (E)0601133) O(%)G(())(;:);
. . -0.077*** -0.026***
Medimurje (0.000) (0.001)
Number of observations 881 881 881 881
Pseudo R? 0.0124 0.0141 0.0303 0.0303
Log likelihood -1855.0236 -1851.767 -1821.4618 -1821.4618

Note: p-values are in parentheses, while ***, **, and * denote significance at 1, 5 and 10 percent, respectively. The
dependent variable is reported life satisfaction. Omitted dummy variables are single, primary, unemployed, less than
HRK 2,001, and the City of Zagreb.

Source: Author’s calculations.
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The results in Model (1) indicate that males in Croatia were significantly less
satisfied with life than females. Sanfey and Teksoz (2007) also find that males are
less happy than females in the non-transition countries, but that this correlation
is much weaker in the transition sample. Many studies, furthermore, show that
there are no gender differences in life satisfaction (see, for example, Fahey and
Smith, 2004; Kapteyn, Smith and van Soest, 2009). Indeed, this result holds only

in Model (1). In other specifications we found no significant gender differences.

Age had a non-linear effect on life satisfaction. Its effect is U-shaped (since the sign
on age variable is negative and the one on age squared is positive). This finding is
also commonly established in the literature (see, for example, Blanchflower, 2007;
Sanfey and Teksoz, 2007; and Blanchflower and Oswald, 2007). More precisely,
the young and the old are usually found to be more satisfied with life, while those
middle-aged dissatisfied. To be even more precise, our investigation indicates that
Croatians were the least satisfied with their life from age 49 to 52. This is aca slightly
higher age than the turning point for most OECD countries and the United States,
which is typically in the early fourties. Blanchflower (2007), for example, finds that
for females in Europe the minimum amount of happiness occurs at an age of 42.6,
and for males at 44.1 years. Other papers that investigate transition countries find
that this turning point occurs at the age of 49 in Russia (Graham and Fitzpatrick,
2002), at the age of 63 in Kyrgyzstan (Namazie and Sanfey, 2001), from 40 to 49
in Hungary (Lelkes, 2006), and in the early fifties in a specific set of transition
countries (Sanfey and Teksoz, 2007).

As for the marital status, married people were significantly more satisfied with their
life than single people. The results for the divorced/separated and widowed categories
are not statistically significant, suggesting that there was no difference between
these groups and the reference group, single people. The literature conventionally
finds married people to be the most satisfied group, so this result also confirms
previous findings (see Blanchflower, 2007; Sanfey and Teksoz, 2007).
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As far as education is concerned, the results indicate that life satisfaction does
not increase with the level of education. This finding is unexpected. Namazie
and Sanfey (2001) also find that education does not have a significant impact on
happiness. Their sample, however, is the early-transition one. They explain this lack
of significance with the fact that the collapse of output during the eatly stages of
transition may have left many highly educated people frustrated since their skills
(acquired under the old system) no longer matched the requirements of the new
labor market. Moreover, they argue that in the early years of the radically changing
economy in which survival was at stake, returns to education were likely to be
small and formal education was of a limited use in terms of making a basic living,
Our sample, however, is from 1999; and Croatia was in the late-transition phase
by that time. Therefore, it is not likely that the same reasoning could be applied in

this case. So, what could be the reason?

As argued by Layard (2005), we would expect to find education on the list of
factors that are central to happiness. However, a wide range of published research
has come to broadly the same conclusions, namely, that education appears to
have only a small direct impact on happiness. Furthermore, Layard argues that
this might be due to the fact that education influences happiness indirectly, for
example, through its impact on people’s ability to earn. This is also supported
by Kahneman, Diener and Schwarz (1999) who note that, since education is
closely linked to income and occupational status, it can be the cause of both.
The results vary in different studies and for different parts of the world and show
that, after controlling for income and employment status, education can have a
positive, negative, or neutral influence on happiness. Moreover, Oishi, Diener and
Lucas (2007: 350) find that “the highest levels of income, education and political
participation were reported not by the most satisfied individuals (10 on the 10-point
scale), but by moderately satisfied individuals (8 or 9 on the 10-point scale).” The
lack of significance of education variables in our sample might, thus, be explained
by applying the reasoning presented above. It seems that education in Croatia does

not have an effect on life satisfaction independently of income and job status, since
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we have already controlled for these variables. Indeed, if we exclude income and
employment variables from our regression, the results (not reported) indicate that
having a university degree significantly influences life satisfaction. Moreover, if we
compute the marginal effect using the outcome 8 (on a 1 to 10 scale, instead of 10

as in Table 2), this variable becomes even more significant.

The results, furthermore, suggest that people who were employed were, expectedly,
more satisfied with their lives than people who were unemployed. Those individuals
who were out of the labor force were less satisfied than those who were employed and
more satisfied than those who were unemployed. The latter result, however, is not
statistically significant. The finding that those who were employed were the most
satisfied group is in line with the results for both western and transition economies
(see, for example, Clark and Oswald, 1994; Winkelmann and Winkelmann, 1998;
Namazie and Sanfey, 2001).

Finally, as far as income is concerned the results indicate that those with a higher
income were more satisfied with their lives than those with a lower income. The
only statistically significant result, however, is for those with an income between
HRK 5,001 and 8,000. This is a bit surprising given that studies usually find all
income levels to be significant (see, for example, Malesevi¢ Perovi¢, 2008; Sanfey
and Teksoz, 2007). The average wage in 1999 in Croatia was HRK 3,055. Those
people who earned between HRK 5,001 and 8,000 a month can, therefore, be
considered well above the average. For that reason the finding that this group was
significantly more satisfied with life than the reference group comes as no surprise.
Living with a monthly income above HRK 8,001 might be considered a high
standard of living for Croatian standards in 1999. It might be the case then that the
life satisfaction of this top income group was not as much influenced by their better
relative position as it was for those who fell right below them, since they earned well
above the average wage and well above what is necessary for everyday life. Their
life satisfaction, therefore, seemed to depend more on other factors rather than
income. Indeed, Layard (2005) notes that our individual financial position is of

significance especially when we are on the margins of poverty, but beyond that it is
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a poor second to the quality of close and family relationships as significant sources
of long-term happiness. Easterlin (2001), furthermore, notes that income growth
does not cause well-being to rise for persons with either higher or lower incomes

because it generates equivalent growth in material aspirations.

Interestingly, Kaliterna Lipovéan, Brkljaci¢ and Saki¢ (2007) find, similar to our
findings, that there is no difference in subjective well-being between the two groups
with the lowest incomes (SHRK 2,565 per household®), as well as between the two
groups with the highest incomes (zHRK 7,915 per household’). They, furthermore,
argue that the lowest income group can objectively be considered poor, since they
are below the poverty line in Croatia (approximately HRK 3,625 per household in
2004). Therefore, incomes below the poverty line do not affect subjective well-being
in a significant manner. Subjective well-being starts increasing with an income
above the poverty threshold. Finally, after a certain level of income is reached,
subjective well-being no longer increases in proportion to the rise in income. Their
study shows that what could be considered a sufficient monthly income in Croatia
in 2005 amounted to HRK 7,915 a month per household. A similar conclusion
(HRK 8,000) is implied by our results in Table 2.

As for the exact interpretation of the marginal effects in Table 2, they should be
read as follows: the marginal effect on, for example, married people, of 0.040 means
that the probability that a married person reports himself/herself to be “satisfied”
(i.e., he/she circles number 10 on a 1 to 10 scale) is 4 percentage points higher than

that for a single person.

6 We assume here that a houschold consists of two adults and two children. The needs of a houschold grow with
each additional member but not in a proportional way. The equivalence scales are used to assign a value to each
household type in the population in proportion to its needs. A wide range of equivalence scales exists, and one
of the commonly used scales is the OECD equivalence scale, which assigns a value of 1 to the first houschold
member, 0.7 to each additional adult, and 0.5 to each child (for more information, see http://www.oecd.org/
dataoecd/61/52/35411111.pdf). A houschold consisting of two adults and two children can, therefore, be
considered to have 2.7 members according to this scale. The original number of EUR 130 per household member
in Kaliterna Lipov¢an, Brklja¢i¢ and Saki¢’s (2007) article was first converted into HRK (using the exchange rate
of HRK 7.31 per EUR 1 as in the original paper) and then multiplied by 2.7. We use the same conversion for all
other numbers from Kaliterna Lipovéan, Brklja¢i¢ and Saki¢’s (2007) paper in order to ease the comparison with
our results.

7 See footnote 4.
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In addition to the income group that an individual falls within, which allows an
assessment of the impact of one’s relative income position on satisfaction, it has
become a common practice to also account for the impact of the general level of
income of the population on life satisfaction. This is usually done by including
GDP per capita as an additional variable. However, when only one country is
analyzed it makes no sense to include a country’s GDP per capita, since there
would be no variation in this variable in the sample (especially in this case in which
we have only one year at hand). What does vary, however, is GDP per capita in a
particular county. Counties are primary territorial subdivisions of Croatia. There
is a total of 21 counties, including the City of Zagreb, which has a status equal to
that of a county. Standards of living from county to county vary considerably, as

shown in Figure 2, for both years under investigation.

Figure 2: GDP per capita in Croatian Counties in 1999 and 2006
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The unbalanced regional development is one of the characteristic features of
Croatia. As indicated by Figure 2, GDP per capita in the richest county, the City of
Zagreb, amounted to US$ 12,384 (about HRK 88,200) in 1999, which was more
than eight times higher than GDP per capita in the poorest county of Lika-Senj,
where it was US$ 1,453 (about HRK 10,350). In 2006, GDP per capita was US$
16,214 (about HRK 94,690) in Zagreb, which was 3.5 times higher than GDP per
capita in the county of Vukovar-Sirmium. For this reason we additionally include
GDP per capita in the county that a respondent belonged to in order to account
for regional disparities in income. This is given in Model (2) (Table 2) where GDP
per capita is found to be statistically significant and of the expected (positive) sign.
This finding indicates that the probability that an individual would report to be
“satisfied” (that is, choose 10 on the scale) was higher in counties with a higher
GDP per capita. This result gives support to the hypothesis that greater economic
well-being is associated with higher levels of life satisfaction. It should be noted that,
because the regional GDP per capita has less variation than the individual-level
data (as it varies only by counties not by individuals), the standard errors should
be adjusted, as they would otherwise be biased. This bias in the standard errors
can result in spurious findings of statistical significance and a resulting increase of
test statistics on the county-level variable. For this reason, in those cases when the
regional GDP per capita is included in the regression, we use the clustering option,
which assumes independence across clusters (counties in this case), but not across
observations within clusters and computes standard errors that are robust to this

type of dependence.

We additionally include county dummies. This is because not only does GDP per
capita vary across counties, but so do life satisfaction scores, as presented in Figure

3.

In Figure 3 life satisfaction scores are grouped in three groups®: answers 1 to 3
form the group with the lowest satisfaction, the middle satisfaction group contains

answers 4 to 7, and scores 8 to 10 are clustered together as they represent the highest

8 We had to group the data for presentational purposes, but we do note that the grouping is somewhat arbitrary.
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satisfaction group. Taken at face value this graphical representation suggests the

following:

* The county of Varazdin had the largest percentage of satisfied people, and

this score dominated in this county.

* High satisfaction scores also dominate in the counties of Krapina-Zagorje,

Karlovac, Split-Dalmatia, Istria, and Dubrovnik-Neretva.

* In the county of Pozega-Slavonia nobody chose one of the three highest life
satisfaction scores, and the large majority of people (over 90 percent) in this

county fell within the middle satisfaction group.

* The county of Medimurje had the largest percentage of dissatisfied people

among all Croatian counties.

¢ The county of Istria had the lowest percentage of dissatisfied people.

Figure 3: Life Satisfaction in Croatian Counties’ in 1999
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Source: The EVS 1999 data.

9 The average number of respondents per county is given in Appendix 4.
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As indicated above, Models (3) and (4) (Table 2) add to the previous specification
by including county dummies. These dummies control for what is specific in a
certain county. We report the result for two cases: with and without the inclusion
of the regional GDP per capita because it may be argued that this variable also
controls for county fixed effects and the literature is inconclusive as to whether
both types of variables should be included at the same time. The results on socio-
demographic variables are mostly unaffected by the inclusion of these dummies.
As for the counties, the probability of an individual reporting to be “satisfied”
(choosing 10 on the scale) was significantly lower for people living in Koprivnica-
Krizevci, Lika-Senj, Virovitica-Podravina, Pozega-Slavonia, Slavonski Brod-
Posavina, Osijek-Baranja, Sibenik-Knin, and Medimurje than for people living
in the City of Zagreb (reference category). When the regional GDP per capita
is included, on the other hand, it seems that only those individuals living in the
counties of Pozega-Slavonia and Medimurje were less satisfied than those living
in the City of Zagreb, while people in the rest of the counties were more satisfied.
The City of Zagreb had, as shown in Figure 2, by far the highest GDP per capita
in all of Croatia. The most surprising result is the one regarding the counties of
Vukovar-Sirmium and Brod-Posavina, since their respective GDP per capita was
8 and 6.4 times lower than that in the City of Zagreb in 1999. Life satisfaction,
therefore, although affected by economic well-being seems to depend also on other,
idiosyncratic characteristics of certain regions. It should be stressed that these
results should be interpreted only tentatively, since the sample of the respondents is

too small to be divided into 21 counties.

Finally, as a robustness check, we test whether the conclusions remain unchanged
when we analyze a specific individual in order to give the marginal effects more
realistic meaning, instead of restricting our analysis to a vague concept —an average
respondent. Namely, in non-linear models (such as the one in Table 2) the effect
on the dependent variable of a change in an independent variable depends on the
values of all variables in the model and is no longer equal to one of the parameters

of the model. In our models in Table 2, the marginal effects were computed (by
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default) at the mean of the independent variables. Since most of the independent
variables are dummy variables, their average values do not have interpretative
meaning, Therefore, we calculated the marginal effects for a specific type of
respondent, namely, a 30-year old,'® married female with a university degree,"
who was employed, belonged to the income group earning between HRK 5,001
and 8,000, and was from the county of Karlovac (the corresponding county GDP
per capita is also included). We chose this description since the results in Table 2
indicated that this is the description of a person who should be the most satisfied
with life. The results (not reported) remained unaffected in terms of signs and

significances in this case.

We also tried to include the logarithm of GDP per capita instead of its level. Namely,
as argued by Frey and Stutzer (2002a), the relationship between individual income
and happiness is non-linear; that is, there is diminishing marginal utility with
absolute income. More precisely, increments to income per capita provide increments
to happiness at low levels of development, but after a certain threshold the average
income level in a country has little effect on average subjective well-being. This
variable is found to exert a significant and positive impact on life satisfaction, while
the other results remain unaffected by this change. Finally, we tried to regroup the
education, employment, and income dummies into more categories. However, this

turned out not to have an influence on our main conclusions.

3.3 The 2006 Results

As indicated above, in anticipation of the 2007 EQLS, the United Nations
Development Program (UNDP) in Croatia conducted a similar survey in 2006
using the same questionnaire as in the 2003 EQLS. Since the data on Croatia from
the 2007 EQLS is not available to the public yet, we believe that using the UNDP

10 The impact of age is found to be U-shaped with minimum satisfaction occurring at the age of 50, so presumably
at the age of 30 they should be satisfied.

11 Odur results in Table 4 were not significant for this variable, but it is a common finding in the literature that those
with the highest level of education are the most satisfied with life. This is the reason that we give this characteristic
to this “most satisfied” female.

67



Lena Malesevi¢ Perovi¢
Life Satisfaction in Croatia
Croatian Economic Survey : Vol.12 : No.1 : April 2010 : pp.45-81

data from 2006 can be more useful in this case, since it also contains the data
divided by counties, which is not the case with the 2007 EQLS. Below, we report
the results for Models (1) to (4) (as in Table 2) using this new data.

Table 3: Marginal Effects for an Ordered Logit for the 2006 UNDP

Model
) 2 3 ()]
-0.003 -0.003 -0.002 -0.002
Male dummy 0.209) 0.554) (0.299) 0.580)
Age -0.005*** -0.005*** -0.005*** -0.005***
& (0.000) (0.000) (0.000) (0.000)
Ace squared 0.00004*** 0.00004*** 0.00004*** 0.00004***
8¢ 5q (0.000) (0.000) (0.000) (0.000)
Marital Status
Married 0.020*** 0.021*** 0.021*** 0.021***
(0.000) (0.000) (0.000) (0.000)
. -0.015** -0.016** -0.015%** -0.015**
Divorced/Separated (0.013) (0.024) (0.010) (0.023)
Widowed -0.0004 -0.0006 -0.0002 -0.002
(0.947) (0.991) (0.967) (0.967)
Education
. 0.027*** 0.026%** 0.023%** 0.023***
Secondary/Vocational (0.000) (0.000) (0.000) (0.000)
Universit 0.059*** 0.057*** 0.051*** 0.051***
Y (0.000) (0.000) (0.000) (0.000)
Employment
Employed 0.033*** 0.033*** 0.032%** 0.032***
ploy (0.000) (0.000) (0.000) (0.000)
Out of labor force 0.038= 0.037 0.036™ 0.036™
(0.000) (0.000) (0.000) (0.000)
Income
0.038*** 0.038*** 0.036*** 0.036***
HRK 2001-5000 0.000) (0.000) (0.000) (0.000)
0.063*** 0.062*** 0.061*** 0.061***
HRK 5001-8000 (0.000) (0.000) (0.000) (0.000)
0.104*** 0.100*** 0.101*** 0.101***
> HRK 8001 (0.000) (0.000) (0.000) (0.000)
. 1.76e-06** 1.03e-06***
GDP per capita (8.043) 6(0‘000)
-0.017*** -0.009***
County of Zagreb (0.007) (0.000)
. . -0.027*** -0.020***
Krapina-Zagorje (0.000) (0.000)
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Model

) 2 3) @
Sisak-Moslavina _?(5090704% 0(?)1(())3:);
Karlovac o 000
(0.002) (0.000)
‘1 -0.017** -0.009***
Varazdin (0.013) (0.000)
Koprivnica-Krizevci —(2()0(1)?;)( _0.(%0(?8:);
Bjelovar-Bilogora _0((())3(?(;;; _0((())23(;:);
Primorje-Gorski kotar —?60907%2) 0((())00538;
. . -0.003 0.004***
Lika-Senj (0.636) (0.000)
Virovitica-Podravina ((g) ;)30 3 0((())2(?(;:);
Pozega-Slavonia -(()00(%22 _O.((())OOG(;B;
Slavonski Brod-Posavina (601%171) _0(81(?33;
Zadar 00 000
(0.001) (0.000)
.. . -0.021*** 0.019***
Osijek-Baranja (0.001) (0.000)
& . . 0.007 0.010***
Sibenik-Knin (0.407) (0.000)
Vukovar-Sirmium (E)%%%% 0((())401(;:);
. . 0.027** 0.006***
Split-Dalmatia (0.020) (0.000)
Istria Va0) O a00)
(0.869) (0.000)
Dubrovnik-Neretva (b0606%3) —0((())1(?(;;;
. . -0.023*** -0.023%**
Medimurje (0.000) (0.000)
Number of observations 7471 7471 7471 7471
Pseudo R? 0.0383 0.0386 0.0439 0.0439
Log likelihood -15129.406 -15124.97 -15041.316 -15041.316

Note: p-values are in parentheses, while

Source: Author’s calculations.

Fokok koK
>

and * denote significance at 1, 5 and 10 percent, respectively. The
dependent variable is reported life satisfaction. Omitted dummy variables are single, primary, unemployed, less than

HRK 2,001, and the City of Zagreb.
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Unlike the 1999 results, the 2006 marginal effects are mostly significant and, in
brief, indicate the following. First, there were no gender differences. The impact
of age was, as before, U-shaped, with the minimum occurring at the age of 58
years this time. As for marital status, those who were married seem to have been
more satisfied with life than the reference category, single people, while those
people who were divorced and/or separated were less satisfied. The results were
not significant for the widowed. As far as education is concerned, the higher the
education level, the more satisfied an individual was with his/her life. People with
a university degree were the most satisfied, followed by those with a vocational or
secondary education. Both groups were significantly more satisfied than those with
only an elementary education. Employed people were, expectedly, more satisfied
than those who were unemployed. Those people who were out of the labor force
were more satisfied than those who were employed and, consequently, than those
who were unemployed. This is a surprising finding, given that most studies find
that people who are employed are the “happiest” group among the three groups.
Interestingly, however, Namazie and Sanfey (2001) similarly find that those who
are out of the labor force are more satisfied with life than those who are employed
and unemployed in Kyrgyzstan. Finally, as for the income, those with higher
incomes were more satisfied with their lives than those with lower incomes. Since
the results of other similar research were already analyzed at length, we do not
mention them here. We will note that the 2006 results seem to be more in line
with previous research and that the 1999 results seem to be specific. It remains to
be seen whether the EVS 2007 data confirms the 1999 results, given that they are

from the same source.

Finally, we look into county disparities for the 2006 sample. Figure 4 presents life

satisfaction scores grouped in the same three groups as in Figure 3.

This graphical representation suggests the following:
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¢ The county of Split-Dalmatia had the largest percentage of satisfied people,
while the county of Bjelovar-Bilogora had the smallest percentage of satisfied

people.

* High satisfaction scores also dominated in the counties of Sibenik-Knin

and Istria.

* The county of Karlovac had the largest percentage of dissatisfied people

among all Croatian counties.
* 'The county of Istria had the lowest percentage of dissatisfied people.

Figure 4: Life Satisfaction in Croatian Counties in 2006
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Source: The UNDP 2006 data.

The results from Table 3 show that the probability of an individual reporting to

be “satisfied” (choosing 10 on the scale) was significantly lower for people living
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in Zagreb, Krapina-Zagorje, Karlovac, Varazdin, Koprivnica-Krizevci, Bjelovar-
Bilogora, Pozega-Slavonia, Slavonski Brod-Posavina, Zadar, and Medimurje than
for people living in the City of Zagreb (reference category). This probability, on
the other hand, was significantly higher for people living in the county of Split-
Dalmatia. The regional GDP per capita was consistently significant and of the
expected positive sign. As before, regional differences in life satisfaction do not

seem to be explained only by differences in the regional GDP per capita.

4 Conclusion

This paper analyzes socio-demographic and economic determinants of life
satisfaction in Croatia. We use the 1999 European Values Survey and the 2006
UNDP data on more than 8,000 individuals who were interviewed and asked to
answer questions about their life satisfaction. This kind of subjective approach to
assessing well-being has not, to date, received considerable attention in scientific
and political discussions in Croatia, and we believe that it can provide a useful

complement to conventional economic data.

We find that the results from 1999 and 2006 differ in certain aspects. From the
1999 data we found, in line with expectations, that satisfaction was higher among
those people who were employed and those who were married. Furthermore,
satisfaction is found to be U-shaped in age, minimizing around the age of 50. The
conclusions about age, employment, and marital status were similar to those found
in the majority of other studies on both developed and transition economies. On the
other hand, we found no support for the common finding that education influences
satisfaction significantly. We argue that this is because education in Croatia did not
have an effect on life satisfaction independently of income and employment status.
Our results support this view. We also obtained an unusual result with respect
to the influence of income on life satisfaction. Namely, the most satisfied group
of people in Croatia appears to have been those individuals who had an income

between HRK 5,001 and 8,000. Surprisingly, we found that life satisfaction of
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those with incomes above HRK 8,001 was not significantly different from life
satisfaction of those who were living on bare subsistence. Kaliterna Lipov¢an,
Brklja¢i¢ and Saki¢ (2007) also come to a similar conclusion for 2005; namely,
that there was no difference in subjective well-being between the two groups with
the lowest income (€HRK 2,565 per household), as well as between the two groups
with the highest income (zHRK 7,915 per household). This indicates that income
status is important when we are on the margins of poverty, but beyond that it is
not that important. As for the 2006 results, they seemed to be more in line with
expectations. We found thac life satisfaction scores were higher for those who were
married, those who were employed, those who were out of the labor force, those
who had a university degree, and those who had higher incomes. The impact of age
was, as before, U-shaped with the minimum occurring at the age of 58. We did
recognize that the 1999 and 2006 samples could not be compared directly. They
have different sources, different variable definitions, and a different number of
respondents. Hence, the conclusions should be drawn cautiously. However, given
that the data from the same source over several years is not yet available for Croatia,
this is the best we could do for the time being. Whether the determinants of life
satisfaction truly changed during the time that elapsed between the two years
or whether these differences were due to the fact that we used different sources
remains to be seen. The 2007 EVS will soon be available to the public, and it would

be of major interest to compare the 1999 and 2007 EVS data.

Finally, we found that economic well-being, measured by GDP per capita in
respondent’s county, had a significant effect on life satisfaction in both years.
Moreover, life satisfaction varied between Croatian counties. The results show that,
although it was affected by living standard, some other, idiosyncratic characteristics
of certain regions also played an important role. We leave the issue of what those

characteristics might be to future research.
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Table Al: Dara, Sources, and Description of Variables for the EVS 1999

Variable | Source { Description : Code
Life satisfaction | European Values | All things considered, how satisfied are you V68
Survey; Wave 4 with your life as a whole these days? 1 -
dissatisfied, 2, 3, 4, 5, 6, 7, 8, 9, 10 - satisfied.
County GDP | The data is taken GDP per capita in million US$.
per capita from Filipi¢ (2000)
Gender European Values Dummy variable that takes the value of 1 for V291
Survey; Wave 4 males and 0 for females.
Age European Values | Age of the respondent at the time of survey. AGE199
Survey; Wave 4
Marital status | European Values Marital status of the respondent: 1 - married V296
Survey; Wave 4 (or 2 -living together as married), 3 and 4 -
divorced/separated, 5 - widowed, 6 - single.
Education European Values What is the highest educational level that you { V304
status Survey; Wave 4 have attained? Less than secondary school (1 -
Inadequately completed elementary education;
2 - Completed (compulsory) elementary
education; 3 - Incomplete secondary school:
technical/vocational type/(Compulsory)
elementary education and basic vocational.
and 5 - Incomplete secondary: university-
preparatory type/Secondary, intermediate
eneral qualification); finished secondary school
%ut less than university (4 - Complete secondary
school: technical/vocational type/Secondary,
intermediate vocational qualification, 6 -
Complete secondary: university-preparatory
type/Full secondary, maturity level certificate,
7 - Some university without degree/Higher
education: lower-level tertiary certificate);
and completed university (8 - University with
degree/Higher education: upper-level tertiary
certificate).
Employment | European Values Are you employed now or not? Employed (1 V306
status Survey; Wave 4 - full time, 2 - part time, 3 - self employed);
out of the labor force (OLF) (4 - retired, 5 -
housewife, 6 - student, 8 - other); unemployed
(7 - unemployed).
Income European Values Income: less than HRK 2,001 (includes V320_C

Survey; Wave 4

categories: HRK 500 or less per month,
2,000-2,500); HRK 2,001-5,000 (2,001-3,500;
3,501-5,000); HRK 5,001-8,000 (5,001-6,500;
6,501-8,000); and more than HRK 8,001
(8,001-9,500; 9,501-11,000; 11,001-12,500;
more than 12,500).
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Table A2: Data, Sources, and Description of Variables for the UNDP 2006

Variable

| Source

: Description

Code

Life satisfaction

UNDP Croatia
2006

All things considered, how satisfied are you
with your life?

Please tell me on a scale of 1 to 10, where 1
means very dissatisfied and 10 means very
satisfied.

V148

County GDP

per capita

Central Bureau of
Statistics

GDP per capita in million US$.

Gender

UNDP Croatia
2006

Dummy variable that takes the value of 1 for
males and 0 for females.

V5

Age

UNDP Croatia
2006

Age of the respondent at the time of survey.

V3

Marital status

UNDP Croatia
2006

Marital status of the respondent: 1 - married (or
living with partner), 2 - divorced/separated, 3 -
widowed, 4 - single.

V149

Education
status

UNDP Croatia
2006

What is the highest level of education you
completed? Less than secondary school

(1 - none education completed, 2 - primary
education (first 3 grades), 3 - primary education
(4™ -7 grade), 4 - completed primary school);
finished secondary school but less than
university (5 - lower secondary education
(vocational), 6 - upper secondary education
(vocational), 7 - gymnasium); and completed
university (8 and 9 - bachelor’s degree, 10 -
masters degree, and 11 - PhD).

V193

Employment
status

UNDP Croatia
2006

Which of these best describes your situation?
Employed (1 - at work as employee or employer/
self-employed, 2 - employed, on child-care leave
or other leave, 3 - at work as relative assisting
on family farm or business);unemployed

(4 - unemployed less than 12 months, 5 -
unemployed 12 months or more, 6 - unable to
work due to long-term illness or disability); out
of the labor force (OLF) (7 - retired, 8 - full
time homemaker/ responsible for ordinary
shopping and looking after the home, 9 - in
education (at school, university, etc.) / student,
10 - other).

V7

Income

UNDP Croatia
2006

Income: less than HRK 2,001 (includes
categories: HRK 500 or less per month;
501-1,000; 1,001-1,500; 1,501-2,000); HRK
2,001-5,000 (2,001-3,000; 3,001-4,000;
4,001-5,000); HRK 5,001-8,000 (5,001-6,000;
6,001-7,000; 7,001-8,000); and more than
HRK 8,001 (8,001-10,000; 10,001-12,000;
12,001-14,000; 14,001-16,000; 16,001-18,000;
18,001-20,000; 20,001-25,000; 25,001-30,000;
more than 30,001).

V244
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Table A3: Summary Statistics for the EVS 1999

Variable Obs. Mean Std. Dev. Min Max
Life satisfaction 881 6.65 2.27 1 10
Gender 881 1.59 0.49 1 2
Age 881 40.06 13.98 18 77
Education status 881 5.43 1.91 1 8
Marital status 881 2.67 2.24 1 6
Employment status 881 3.20 2.32 1 8
Scale of income 881 4.36 1.88 1 10
County 881 12.58 6.56 1 21
GDP per capita in counties 881 4,459.45 3,729.77 1,453 12,384
Source: Author’s calculations.
Table A4: Summary statistics for the UNDP 2006
Variable | Obs. Mean Std. Dev. Min Max
Life satisfaction 7,471 6.55 2.16 1 10
Gender 7,471 1.60 0.49 1 2
Age 7,471 45.99 17.51 15 98
Education status 7,471 5.47 1.78 1 11
Marital status 7,471 1.92 1.26 1 4
Employment status 7,471 4.44 3.06 1 10
Scale of income 7,471 7.22 3.36 1 19
County 7,471 10.84 6.00 1 21
GDP per capita in counties 7,471 7,301.49 2,266.87 4,652 16,214

Source: Author’s calculations.
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Table A5: Number of Respondents by County for the EVS 1999 and the UNDP 2006
1999 2006
County | Frequency ; Percent Frequency ; Percent
1 40 4.54 389 5.21
2 29 3.29 390 5.22
3 62 7.04 381 5.10
4 24 2.72 273 3.65
5 24 2.72 328 4.39
6 33 3.75 359 4.81
7 29 3.29 407 5.45
8 49 5.56 319 4.27
9 13 1.48 392 5.25
10 28 3.18 404 5.41
11 14 1.59 370 4.95
12 41 4.65 364 4.87
13 46 5.22 329 4.40
14 48 5.45 374 5.01
15 26 2.95 374 5.01
16 46 5.22 353 4.72
17 86 9.76 346 4.63
18 47 5.33 290 3.88
19 29 3.29 372 498
20 14 1.59 381 5.10
21 153 17.37 153 17.37
Total 881 100 7,471 100

Source: Author’s calculations.

77



Lena Malesevi¢ Perovi¢
Life Satisfaction in Croatia
Croatian Economic Survey : Vol.12 : No.1 : April 2010 : pp.45-81

Literature

Bejakovi¢, Predrag and Ljiljana Kaliterna Lipov¢an, 2007, Quality of life in
Croatia: Key findings from national research, Dublin: European Foundation for the

Improvement of Living and Working Conditions.

Blanchflower, David G., 2007, “Is Unemployment More Costly Than Inflation?”
NBER Working Papers, No. 13505, Cambridge, MA: National Bureau of

Economic Research.

Blanchflower, David G. and Andrew Oswald, 2007, “Is Well-Being U-Shaped over
the Life-Cycle?”, NBER Working Papers, No. 12935, Cambridge, MA: National

Bureau of Economic Research.

Central Bureau of Statistics of the Republic of Croatia, 2009, Priopéenje br. 12.1.2,
www.dzs.hr/Hrv/publication/2009/12-1-2_1h2009.htm (accessed February 01,
2010).

Clark, Andrew E.and Andrew]. Oswald, 1994, “Unhappinessand Unemployment”,
Economic Journal, 104 (424), pp. 648-659.

Di Tella, Rafael and Robert J. MacCulloch, 2006, “Some Uses of Happiness Data
in Economics”, Journal of Economic Perspectives, 20(1), pp. 25-46.

Di Tella, Rafael, Robert J. MacCulloch and Andrew J. Oswald, 2003, “The
Macroeconomics of Happiness”, Review of Economics and Statistics, 85(4), pp. 809-
827.

Easterlin, Richard A., 1974, “Does Economic Growth Improve the Human Lot?
Some Empirical Evidence” in Paul A. David and Melvin W. Reder, eds., Nations
and Households in Economic Growth: Essays in Honour of Moses Abramovitz, pp. 89-
125, New York, NY: Academic Press.

Easterlin, Richard A., 1995, “Will Raising the Incomes of All Increase the Happiness
of All”, Journal of Economic Behavior and Organization, 27(1), pp. 35-47.

78



Lena Malesevic¢ Perovi¢
Life Satisfaction in Croatia
Croatian Economic Survey : Vol.12 : No.1 : April 2010 : pp.45-81

Easterlin, Richard A., 2001, “Income and Happiness: Towards a Unified Theory”,
The Economic Journal, 111(473), pp. 465-484.

European Foundation for the Improvement of Living and Working Conditions,
2004, Quality of life in Europe: First European Quality of life Survey 2003,

Luxembourg: Office for Official Publications of the European Communities.

European Foundation for the Improvement of Living and Working Conditions,
2009, Quality of life in Europe: Second European Quality of life Survey 2007,

Luxembourg: Office for Official Publications of the European Communities.

European Values Study Group and World Values Survey Association, 2006,
European and World Values Surveys four-wave integrated data file, 1981-2004,
v.20060423, File Producers: ASEP/JDS, Madrid, Spain and Tilburg University,
Tilburg, the Netherlands. File Distributors: ASEP/JDS and GESIS, Cologne,
Germany, htep://www.wvsevsdb.com/wvs/WVSData.jsp (accessed September 05,
2009).

Fahey, Tony and Emer Smyth, 2004, “Do Subjective Indicators Measure Welfare?
Evidence from 33 European Societies”, European Societies 6(1), pp. 5-27.

Filipi¢, Petar, 2000, Preliminarna studija za procjenu indirekinih koristi od

razmatranih autocesta, Split: SveudiliSte u Splitu, Ekonomski fakultet.

Frey, Bruno S. and Alois Stutzer, 2002a, “What can Economists Learn from

Happiness Research?”, Journal of Economic Literature, 40(2), pp. 520-578.

Frey, Bruno S. and Alois Stutzer, 2002b, Happiness and Economics: How the Economy
and Institutions Affect Human Well-Being, Princeton, NJ: Princeton University

Press.

Gallup Balkan Monitor, 2008, 2008 Analytical Report, http://www.balkan-
monitor.eu/files/BalkanMonitor-2008_Analytical_Report.pdf (accessed February
01, 2010).

79



Lena Malesevi¢ Perovi¢
Life Satisfaction in Croatia
Croatian Economic Survey : Vol.12 : No.1 : April 2010 : pp.45-81

Graham, Carol and Maria Fitzpatrick, 2002, “Does Happiness Pay? An Exploration
Based on Panel Data from Russia”, Center on Social and Economic Dynamics

Working Paper Series, No.24, Washington, DC: The Brookings Institution.

Hayo, Bernd, 2004, “Happiness in Eastern Europe” Marburg Working Papers on
Economics, No. 12, Marburg: Philipps-Universitit Marburg,

Hayo, Bernd and Wolfgang Seifert, 2002, “Subjective Economic Well-being
in Eastern Europe”, Discussion Paper, No. 120, Essen; University of Essen,

Department of Economics.

Kahneman, Daniel, Ed Diener and Norbert Schwarz, eds., 1999, Well-Being: the
Foundations of Hedonic Psychology, New York, NY: Russell Sage Foundation.

Kaliterna Lipov¢an, Ljiljana and Zvjezdana Prizmié-Larsen, 2006, “Quality of Life,
life satisfaction and happiness in Croatia in comparison to European countries”
in Katarina Ott, ed., Croatian accession to the European Union. The challenges of
participation, pp. 189-208, Zagreb: Institute of Public Finances and Friedrich
Ebert Stiftung,

Kaliterna Lipov¢an, Ljiljana, Tihana Brkljaci¢ and Vlado Saki¢, 2007, “Monthly
Income and Subjective Well-being of Croatian Citizens”, Croatian Medical Journal,

48(5), pp. 727-733.

Kapteyn Arie, James P. Smith and Arthur van Soest, 2009, “Life Satisfaction”, IZA
Discussion Papers, No. 4015, Bonn: Institute for the Study of Labor (IZA).

Layard, Richard, 2005, Happiness: Lessons from a new science, London; The Penguin

Press.

Lelkes, Orsolya, 2006, “Tasting freedom: Happiness, religion and economic

transition”, Journal of Economic Behavior and Organization, 59(2), pp. 173-194.

80



Lena Malesevic¢ Perovi¢
Life Satisfaction in Croatia
Croatian Economic Survey : Vol.12 : No.1 : April 2010 : pp.45-81

Malesevi¢ Perovi¢, Lena, 2008, “Subjective Economic Well-being in Transition
Countries: Investigating the Relative Importance of Macroeconomic Variables”,
Financial Theory and Practice, 32(4), pp. 519-537.

Namazie, Ceema and Peter Sanfey, 2001, “Happiness and Transition: the Case of
Kyrgyzstan”, Review of Development Economics, 5(3), pp. 392-405.

Oishi, Shigehiro; Ed Diener and Richard E. Lucas, 2007, “The Optimum Level
of Well-Being. Can People Be Too Happy?”, Perspectives on Psychological Science,
2(4), pp. 346-360.

Oswald, Andrew J., 1997, “Happiness and Economic Performance”, Economic
Journal, 107(445), pp. 1815-1831.

Sanfey, Peter and Utku Teksoz, 2007, “Does transition make you happy?”,
Economics of Transition, 15 (4), pp. 707-731.

UNDP Croatia, 2006, Quality of life and the risk of social exclusion in the Republic
of Croatia: Quantitative research on general population, Zagreb: UNDP.

Veenhoven, Ruut, 2001, “Are the Russians as unhappy as they say they are?
Comparability of self-reports across nations”, Journal of Happiness Studies, 2(2),
pp- 111-136.

Veenhoven, Ruut, 2009, World Database of Happiness, Distributional Findings in
Nations, Erasmus University Rotterdam, http://worlddatabaseofhappiness.cur.nl
(accessed October 25, 2009).

Winkelmann, Liliana and Rainer Winkelmann, 1998, “Why Are the Unemployed
So Unhappy? Evidence from Panel Data”, Economica, 65(257), pp. 1-15.

81




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages false
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth 8
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /FlateEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages false
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth 8
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /FlateEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages false
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




