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Income and Happiness: A Philippine Context

Rosalina Palanca-Tan* 

Department of Economics, Ateneo de Manila University 
Quezon City, National Capital Region 1108 Philippines

This paper adds to the relatively scant developing country perspective in the economic literature 
on happiness by investigating the relationship between income and happiness in the context 
of Koronadal, a low-income city in Mindanao, Philippines. Subjective happiness and potential 
contributory factors to happiness (demographic, economic, and social capital variables) are 
elicited through a survey and analyzed using descriptive and regression analyses. The study 
provides empirical evidence for the “happy poor” image of the Filipinos, with its survey 
data revealing that despite high poverty incidence and generally low-income levels, people in 
Koronadal are pretty happy with a mean self-reported happiness score of 6.75 on a scale of 0–10. 
The study also lends some empirical support to the modified Easterlin hypothesis: an increase 
in income increases happiness marginally, but there exists a threshold level – a monthly income 
of about PHP 20,000 – beyond which further increase in income ceases to increase happiness. 
Further, survey data reveal that happier people are younger, female, possessing a mobile phone, 
living in houses with more bedrooms, with savings and no outstanding loans, and are members 
of credit cooperatives. In so far as these findings reveal some socially favorable economic and 
institutional conditions, they serve to provide inputs and directions to government officials and 
policymakers in terms of social programs formulation and implementation. 

Keywords: economic welfare, income, modified Easterlin hypothesis, Philippines, subjective 
happiness

*Corresponding Author: rtan@ateneo.edu

INTRODUCTION
Since Pigou, economists have generally distinguished 
between two concepts of welfare: the broader concept of 
social welfare or happiness and the narrower concept of 
economic welfare that is measured in terms of income 
(Abramovitz 1959). In 1920, Pigou published his book 
“The Economics of Welfare,” which gave rise to what 
has been referred to as Pigou’s dictum: “Changes in 
economic welfare indicate changes in social welfare in the 
same direction, if not in the same degree” (Abramovitz 
1959).  Easterlin (1974) had shown that the dictum holds 
for within-country cross-sectional data, but not for time-

series data and multi-country comparisons, which became 
known as the Easterlin hypothesis or paradox – constant 
happiness despite income growth. Current literature on the 
income-happiness relationship yields mixed and divergent 
results – some papers providing further evidence for the 
Easterlin hypothesis (Andrews 1986; Argyle 1999; Diener 
1984) and others with contradictory results (Deaton 2008; 
Sacks et al. 2012). There are also studies that suggest 
the existence of an income threshold, beyond which 
income ceases to have an impact on well-being. Clark et 
al. (2008) argue that there comes a point where further 
economic prosperity ceases to buy more happiness. Di 
Tella and MacCulloch (2008) assert that people adjust 
fully to further economic growth once basic needs are 
met. Empirical evidence for the existence of a threshold 
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in the income-happiness relationship has been found in 
Layard (2005), Frey and Stutzer (2002), and Stevenson 
and Wolfers (2013). 

Pittau et al. (2010) observed that different conclusions 
reached using different data sets reveal local differences in 
life satisfaction and highlight the need for localized studies. 
This paper investigates the income-happiness relationship 
in the context of Koronadal, a low-income but growing 
city in Mindanao, Philippines. The Philippine context 
in the happiness literature is interesting, as Filipinos are 
known to project the image of the happy poor (Jimenez 
2018). In the 2017 global survey of Gallup International, 
the Philippines ranked third among 55 countries in terms 
of the happiness index, surpassing highly developed 
and fast developing countries in Europe, the Americas, 
and Asia (Gallup International 2017). The 2018 World 
Happiness Report that covered countries about thrice 
that of Gallup International, placed the Philippines in the 
upper 50% happy counties, ranking number 71 among 156 
countries (Helliwell et al. 2018). And yet, the Philippines’s 
official poverty incidence of 21.6% ranked third in 
Southeast Asia, only next to Myanmar and Laos (ADB 
2019). This government-reported poverty incidence in the 
Philippines is even considered grossly underestimated, as 
the poverty threshold on which it is based is criticized for 
being unrealistically low (IBON Media 2019). Stevenson 
and Wolfers (2013) note that the cross-country happiness 
data of the International Social Survey Program results in 
a negative relationship between income and well-being 
for the sub-set of low-income countries entirely due to a 
single influential observation which is the Philippines.  

The specific tasks pursued by this study are as follows:

1.	To come up with an indicator of people’s overall 
welfare in Koronadal – a semi-urban, low-income 
city in Mindanao, Philippines – by eliciting self-
reported happiness in a survey;

2.	To determine the relationship between economic 
welfare (income) and overall welfare (happiness) 
in the context of a low-income city; and

3.	To determine the impact of other variables – 
demographic, asset ownership, food consumption, 
financial behavior, and social capital – on 
happiness.

Results of empirical studies on happiness or people’s 
well-being can provide relevant inputs in the formulation 
and implementation of welfare-enhancing policies and 
public programs. Frey and Stutzer (2002) point out 
that empirical analyses serve mainly as information on 
favorable economic and institutional conditions that can 
guide policymakers, civic organizations, and the citizens 
in identifying appropriate approaches and tools that can be 

taken up and proposed in the political process. Empirical 
evidence, for instance, may shed light on the relative 
desirability of income-augmenting assistance (such as 
the conditional cash transfer) vis-à-vis the provision of 
specific goods and services or other forms of assistance.

To date, studies on the correlates of happiness in the 
Philippine context are largely confined in the disciplines of 
psychology and sociology [most recent literature includes 
Diego et al. (2018), Lumontod (2019), Reyes (2016), 
and Tolentino and Dullas (2015)].  Diego et al. (2018) 
looked at the phenomenological experience of Filipinos 
aged 60–80 yr and identified six categories of happiness 
among this group – family, self-worth, health and well-
being, recreational activities, time for oneself, and 
financial independence.  Lumontod (2019) focused on the 
association between happiness and academic performance 
among college students in the Philippines, which was 
found to be significant. Tolentino and Dullas (2015), on 
the other hand, focused on Filipino farm children and 
found that in spite of farm work hardships, farm children 
are happy and have positive evaluations of life. Reyes 
(2016), including income in the analysis, reached the 
conclusion that subjective socioeconomic status – not 
actual family income – was the significant predictor of 
subjective happiness. Literature on the economic analysis 
of the effect of income on happiness using household-level 
data in the Philippines is still scant. Graham and Pettinato 
(2002) noted that most studies on the relationship between 
happiness and income have been done in the context of 
advanced industrial countries, and only very few have 
sought evidence in developing countries and countries in 
transition. This paper investigates the income-happiness 
relationship using surveyed socio-economic data of 
households in the Philippines to address these gaps in the 
happiness literature. 

MATERIALS AND METHODS

Study Site
Koronadal is a low-income, semi-urban city in Mindanao, 
southern Philippines. Mindanao lags behind the other 
two island groups in the country (Luzon and Visayas) 
in terms of income growth and development. Except for 
two, all regions in Mindanao have per capita income that 
is substantially lower than the national average. In 2018, 
per capita gross domestic product (GDP) in three of the 
six regions in Mindanao (including Region XII to which 
Koronadal belongs) was just about half of the Philippine 
per capita GDP (PSA 2019b). Though Mindanao is 
home to about a quarter of the country’s population, it 
accounts for just 15% of the country’s GDP. Poverty is 
most pronounced in the regions in Mindanao where about 
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a third of the country’s poor can be found. 

Koronadal is the capital city of the province of South 
Cotabato and the administrative center of Region XII, one 
of 17 regions in the Philippines. While Koronadal’s land 
area of 277 km2 occupies only 7% of the total land area 
of South Cotabato, its population of 174,942 (PSA 2015 
Population Census) accounts for almost a fifth (19%) of 
the province’s population, making Koronadal’s population 
density of 630 people per km2 almost triple that of South 
Cotabato’s 230. The city is mixed urban-rural, with half 
of the population residing in eight urban barangays1, 
while the other half reside in 19 rural barangays. Due 
to the gradual spread of urbanization and development 
from the city to the predominantly rural municipalities, 
which induce some migration, Koronadal’s average annual 
population growth rate in 2010–2015 of 1.92% is slightly 
lower than South Cotabato’s 1.95%. Koronadal’s poverty 
index of 22.41%, although higher than the national poverty 
index of 21.6%, is lower compared to the province-wide 
index of 23.6% and Region XII’s 37.4% (PSA 2018).

Data Collection
This study used primary data collected through a 
household survey. The paper utilized answers to basic 
demographic questions about the respondent and socio-
economic questions about his/her household. Responses 
to questions on subjective happiness, income, food 
consumption, housing assets, saving and borrowing 
behavior, membership in organizations, and government 
financial assistance received by the household were 
utilized and analyzed in this paper. The survey was 
conducted during the entire month of November 2019. All 
27 barangays of Koronodal were included in the sampling 
frame. The number of respondents in each barangay 
was set in proportion to the share of the barangay in the 
total city population. A systematic sampling procedure 
was employed in selecting the respondents within each 
barangay. Permission and assistance to conduct the 
survey were secured from the barangay office. With maps 
provided by the barangay office, starting points were 
randomly identified and enumerators were instructed 
to approach the 50th house from a starting point. In 
case of refusal to participate, the next house would be 
approached2. Every succeeding respondent approached 
had to be at least the 50th house from the last responding 

1	 A barangay is the smallest administrative division in the 
Philippines.

2  Based on enumerators’ accounts, very rare instances of rejection 
occurred only when the prospective respondent was about to go 
somewhere, in which case they would usually delegate another 
family member to represent him/her. It was actually the enumerators 
who declined to interview just any member of the household, as they 
had been instructed to interview only the household head or spouse 
of the head or a family member mainly responsible for expenditure 
decisions of the household. Thus, the likelihood of a sampling bias 
due to rejection can be considered very low.

household. The survey was conducted through personal 
interviews with the household head or the member making 
expenditure decisions in the family. 

Economic Welfare and Happiness Measurement
Economists distinguish between two levels of welfare: 
1) economic welfare and 2) social or overall welfare.  
Economic welfare is most commonly measured in terms 
of income, while social or overall welfare is equated with 
happiness (Little 1950; Mishan 1968; Easterlin 1974). 
Frey and Stutzer (2002) argue that although happiness 
is not identical to the traditional concept of utility in 
economics, the two are closely related. They contend that 
even if happiness may encompass more aspects of human 
well-being than the standard concept of utility, the former 
can be considered a useful approximation to utility, thus 
allowing empirical analysis of a previously mainly abstract 
theoretical construct.

Also referred to as “self-reported happiness,” subjective 
happiness is based on statements by the individual about 
his/her happiness, usually elicited through a survey. 
This approach in measuring happiness assumes that the 
individual is the best judge of his/her feelings. Frey and 
Stutzer (2002) explain that a subjective view of utility 
acknowledges individual notions of happiness, which are 
not completely reflected in observed behavior. People’s 
happiness can be captured in a straightforward manner 
by asking them how happy or contended they are with 
their life. In so far as their evaluation and rating of their 
life satisfaction or happiness are done in comparison with 
other people plus past experiences and expectations of the 
future, this subjective measure of well-being can serve as 
a proxy for utility.

A number of studies have shown that self-reported 
happiness is generally consistent and significantly 
correlated with objective indicators of happiness such 
as gestures (Fernández-Dols and Ruiz-Belda 1990) and 
physical health (Cohen et al. 2003; Kiecolt-Glaser et 
al. 2002), as well as evaluations of psychological states 
such as self-esteem, depression, and suicidal tendencies 
(Bradburn 1969; Koivumaa et al. 2001; Robinson and 
Shaver 1973). Fordyce (1988) had found that different 
measures of happiness correlate well with one another. 
Sandvik et al. (1993) validated both self- and non-self 
reports of well-being with factor analysis, revealing 
a single unitary construct underlying both measures. 
Further, Robinson and Shaver (1973) have shown that 
self-reported happiness does not fluctuate widely over 
short periods of time and, hence, can be considered stable 
and reliable. Ehrhardt et al. (2000) have also shown that 
subjective well-being is moderately stable and sensitive to 
changing life circumstances. Accordingly, subjective well-
being data have been utilized increasingly in economic 
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research. Kahneman and Krueger (2006) note that more 
than 100 papers were written using data on self-reported 
life satisfaction in 2001–2005 compared to only four in 
1991–1995.

Slightly different ways and phrasing of questions and 
scales of answers have been used in life-satisfaction or 
happiness surveys. Some surveys just ask a single well-
being question, while others have multiple well-being 
questions. Cantril (1965) and Inglehart et al. (2000) asked 
only one question following a 10-point numerical rating 
scale. Davis et al. (2001) asked only one question and 
presented only three categories for the response – very 
happy, pretty happy, and not too happy. On the other hand, 
Pavot and Diener (1993) asked five questions and used a 
seven-point scale. 

For this paper, the main indicator used for economic 
welfare is household income, measured as the sum of 
incomes earned by household members from all sources. 
For happiness, the indicator used is self-reported or 
subjective happiness. The paper adopts the 10-point 
numerical rating scale of Cantril (1965) and Inglehart et 
al. (2000). The happiness question posed in the survey is: 
“How happy or satisfied are you with your life? Please 
answer using a scale of 0-10 where 0 is completely 
unhappy and dissatisfied and 10 is completely/perfectly 
happy and satisfied.” The numerical rating scale is 
selected over broad categories of happiness since focus 
group discussions conducted for this study revealed that 
Filipino respondents are more at ease stating numerical 
evaluations, instead of stating directly whether they are 
happy or not. 

Happiness and Income Relationship
With ample literature suggesting self-reported happiness 
to be a satisfactory empirical approximation to individual 
utility, the effects of economic variables on happiness 
have been analyzed. Pigou’s dictum (1920) is the earliest 
conceptual framework for a direct relationship between 
income (economic welfare) and happiness (social 
welfare). Easterlin (1974) found extensive empirical 
support for Pigou’s dictum but only with cross-sectional 
data from 30 within-country surveys in the United States, 
Europe, Asia, Africa, and Latin America. In each of the 
country surveys, he found that individuals in a higher 
income group were happier on average than those in a 
lower income group. Andrews (1986), Argyle (1999), and 
Diener (1984) likewise arrived at a significant positive 
relationship between income and happiness using an 
individual-level or cross-sectional data from national 
surveys. However, a much weaker association between 
happiness and income has been found for time series data 
and multi-country comparisons. Easterlin (1974, 2001) 
has reached the conclusion that happiness tends to be 

constant over the life cycle despite income growth. He 
argues that aspirations, while increasing over time with 
income, negatively affect happiness, thus offsetting any 
positive influence income may have on happiness. Some 
recent studies have challenged Easterlin’s hypothesis 
using new and more comprehensive data that yield a 
significant positive relationship between happiness and 
income even across countries and over time. Deaton 
(2008) found that life satisfaction is strongly related to per 
capita national income and that the positive relationship 
is even slightly stronger among rich countries. Sacks et 
al. (2012) found a robust positive relationship between 
well-being and income, as well as between economic 
growth and growth in well-being, within a country and 
across countries. Further, some authors have suggested 
a “modified” Easterlin hypothesis, arguing that income 
becomes unrelated to happiness (the Easterlin hypothesis) 
only after a certain income threshold is reached while 
acknowledging a positive relationship before the income 
threshold (Frey and Stutzer 2002; Diener and Seligman 
2004; Clark et al. 2008). Di Tella and MacCulloch (2008) 
assert that further economic growth will not lead to greater 
well-being once all basic needs are met, effectively 
equating the income threshold to subsistence income. 
Most recent income-happiness studies using either 
micro-level data for a single country (Ma et al. 2018; 
Rukumnuaykit 2016; Ferrer-i-Carbonell 2005) or a panel 
of micro-level data for multiple countries (Reyes-Garcia 
2019; Awaworyi et al. 2019) reveal only a small effect 
of income on well-being but nonetheless is statistically 
significant.

This paper first investigates the relationship between 
income and happiness using descriptive analysis and 
regression. Then, it tests the modified Easterlin hypothesis 
following the approach of Stevenson and Wolfers (2013). 
The Easterlin hypothesis or paradox posits that income 
does not increase happiness. On the other hand, the 
modified Easterlin hypothesis acknowledges the positive 
relationship between income and happiness but maintains 
that there is an income threshold, beyond which further 
income does no longer increase happiness (strong version) 
or changes happiness at a much weaker rate (weak 
version). Stevenson and Wolfers’ (2013) framework 
entails testing econometrically if there is a change in the 
gradient of the linear relationship between income and 
happiness at the assumed threshold income. The gradient 
is hypothesized to be significantly positive for income 
levels before the threshold; thereafter, the gradient may 
be zero (in the strong version of the modified Easterlin 
hypothesis, the positive income-happiness relationship 
disappears after the threshold income), or may still be 
positive but significantly less than the gradient before 
the threshold income (weak version). The equation to be 
estimated is:
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HS = α + βpoor D(I < Ik) x (log(I) – log(Ik))  + 
βrich D(I ≥ Ik) x (log(I) – log(Ik)) + ε (1)

where HS is subjective happiness, I is the actual income, 
and Ik is the threshold income level where a kink or 
change in gradient occurs. The explanatory variables are 
the interaction of the difference between actual income 
(I) and assumed threshold income (Ik) in log form with 
a dummy variable, indicating whether the actual income 
is below Ik (i.e. D(I < Ik) = 1 if I < Ik, or D(I < Ik) = 0 
if I < Ik) or above Ik (i.e. D(I ≥ Ik) = 1 if I ≥ Ik, or D(I ≥ 
Ik) = 0 otherwise). The coefficient βpoor is the happiness-
income gradient among “poor” people (those with income 
less than Ik), while βrich is the gradient among the “rich” 
(those with income greater than or equal to Ik). Thus, this 
specification allows for a kink in the regression line at the 
threshold level Ik but rules out a discontinuous shift. The 
modified Easterlin hypothesis is supported by βpoor > 0 
together with βrich = 0 for the strong version, or βpoor > 
βrich for the weak version. 

Other Factors Contributing to Happiness
Multiple regression analysis is done to identify and 
establish the impacts of other factors that significantly 
contribute to happiness. The empirical model specifies 
subjective happiness score (HSi) as a function of income 
and a vector of other economic variables (ECO), a vector 
of demographic variables (DEMO), and social capital (SC):

HSi = α + βIi + γECOi, δDEMOi, ηSCi + εi (2)
 
Particular socio-economic circumstances such as asset 
ownership, consumption, and financial activities are 
also found to have bearing on happiness. Empirical 
evidence on the influence of possessions and consumption 
activities on happiness exists. For instance, Whillans et 
al. (2017) found a link between greater life satisfaction 
and possession of time-saving goods. de Francisco Vela 
et al. (2014) and Xiao et al. (2009) have shown that 
positive financial behaviors contribute to life satisfaction. 
More specifically, Kahn and Isen (1993) have found that 
happy individuals are more likely to save, while Natali 
et al. (2016) argue that conditional cash transfers have 
the potential for long-term sustainable improvements 
in household well-being by promoting savings and 
facilitating productive investments among low-income 
rural households. For this paper, other economic variables 
included in the regression are the ownership of a mobile 
phone, the number of bedrooms, dummy variables for a 
household with saving and outstanding loans, a dummy 
variable for a household receiving conditional cash 
transfer, and frequency of meat consumption. 

For demographic variables, age, gender, education, 
household size, and a dummy variable for those residing 
in urban barangays are used in the study. Among 
demographic variables, age is the most commonly 
investigated. The literature review of Ulloa et al. (2013) 
reveals that economic theory has failed to produce an 
unambiguous hypothesis on the relationship between age 
and well-being and that empirical studies have divergent 
results, with studies yielding a happiness-against-age curve 
that is U-shaped (van Landeghem 2012; Blanchflower and 
Oswald 2008), inverted U-shaped (Mroczek and Spiro 
2005; Easterlin 2006), negative linear (Deaton 2008), 
and constant linear (Costa et al. 1987; Myers and Diener 
1995; Easterlin and Sawangfa 2007).  

Two other demographic variables commonly included in 
happiness models are the area of residence and education. 
Sander (2011) argues that the place of residence does not 
only influence one’s lifestyle but also affects perception 
of happiness. A number of studies have found that people 
residing in rural areas are slightly happier than those in 
urban (Pateman 2011; Pew Research Center 2006; Sander 
2011). Easterlin et al. (2011) note that life satisfaction 
in urban areas is remarkably greater than in rural areas 
in the case of less developed economies where urban is 
favored over rural in terms of income, educational, and 
occupational structures. In more developed or advanced 
economies, they argue that differential economic 
conditions disappear and rural life satisfaction comes close 
to or even surpasses urban life satisfaction.  

For education, Clark and Oswald (1996) posit that holding 
everything else constant including income, life satisfaction 
is expected to decline with the level of education as 
higher education induces greater aspirations. Graham 
and Pettinato (2001), however, have found mixed results 
with some data sets yielding the insignificant effect of 
education on happiness and others yielding significant 
positive effects.

For social capital, the paper focuses on the interpersonal 
networks dimension – specifically, membership in 
formal associations and engagements advanced by 
Putnam (2000). Social capital is claimed to be one 
of the most robust correlates of subjective well-
being (Helliwell and Putnam 2004). Helliwell and 
Barringtron-Lee (2010) contend that social capital is 
even more important than economic differences when 
explaining life satisfaction differences. Powdthavee 
(2009) has found that increasing the frequency of social 
contacts increases life satisfaction proportionately. 
The specific variable used in this paper is the dummy 
variable for membership in cooperatives.
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RESULTS

Respondents’ Profile
The average respondent is 44 yr old. Just a little over a 
fourth (26%) are male. About 13% of respondents had 
gone to elementary school, 50% to high school, 5% to 
vocational school, and 31% up to college level. Only very 
few had no formal education or had pursued graduate 
studies. The average household has five members. The 
average monthly household income is PHP 19,444 (USD 
384.20). Only a little over half (52%) reside in urban areas. 
Most respondents have mobile phones (96%). On average, 
the respondent’s household lives in a two-bedroom house 
and consumes meat only two days a week. There are 
more respondents with outstanding loans (59%) than 
savings (50%). Almost 15% of respondents are members 
of cooperatives, nearly three-fourths (72%) of which are 
in credit cooperatives (please refer to Appendix Table 
I for a summary table of the socio-economic profile of 
respondents).

The average household in our sample appears to be 
comparable in terms of income to the average household in 
Region XII of Southern Mindanao but is below the average 
household in the whole of the Philippines. The sample’s 
average monthly household income of PHP 19,444 is 
reasonably close to the regional average household income 
of PHP 20,229 but is substantially lower than the national 
average of PHP 26,112 (PSA 2019a). More than a third 
(35.44%) of the respondents’ households are below the 
provincial poverty and regional poverty threshold – a 
proportion that is above but quite close to the Mindanao 
poverty incidence of 31.6% in 2018 – suggesting that the 
sample is fairly representative of the study population. 
Compared to the national poverty incidence of 21.6%, 
the sample’s poverty incidence is substantially higher as 
is the case for the whole of Mindanao.

Happiness-Income Relationship
Survey results reveal that people in Koronadal are 
generally pretty happy. On a scale of 0–10, the average 
reported happiness of respondents is 6.75, quite above 
the neutral score of 5. Koronadal City, despite being a 
provincial capital and a regional center, is still a low-
income city in the Philippines. Yet Koronadal residents 
are generally happy, which is rather consistent with the 
prevalent Filipino image of poor but happy people.  

Even the lowest income group, those with a monthly 
household income of less than PHP 10,000, which is lower 
than the subsistence income level, has a mean happiness 
score of 6.31. The table also reveals that those with higher 
income are slightly happier. The mean happiness score 
increases gradually from 6.31 to 7.57 for those with an 

income of PHP 50,000 and more (please refer to Appendix 
Table II for the mean happiness score of respondents by 
income groups). The result is consistent with findings 
using cross-section, individual, and household data from 
national surveys in the United States, Europe, Asia, Africa, 
and Latin America (Easterlin 1974).

Findings from the descriptive analysis above are supported 
by simple regression analysis relating respondent’s 
happiness scores with household income. The ordinary 
least squares procedure yields a statistically significant 
positive relationship between income and happiness, 
but the magnitude of impact is very small – only a 0.016 
increase in the happiness score for every PHP 1,000 
increase in monthly income. The small positive but 
nonetheless statistically significant effect of income on 
happiness is consistent with findings of most recent studies 
using individual-level data within a country [Ma et al. 
(2018) for China, Rukumnuaykit (2016) for Thailand, and 
Ferrer-i-Carbonell (2005) for Germany], and for a panel of 
microdata for developing countries (Reyes-Garcia 2019), 
as well as for a combination of developing and developed 
countries (Awaworyi et al. 2019).

Regression results for the Stevenson and Wolfers’ 
(2013) specification undertaken to check if the data set 
will provide some support for the modified Easterlin 
hypothesis are presented in Appendix Table III. Using 
Koronadal’s actual poverty threshold of PHP 12,504 as 
Ik, the weak version of the modified Easterlin hypothesis 
appears to hold with βpoor being slightly greater than 
βrich. Nonetheless, the big overlap of the confidence 
intervals of the two coefficients compels the author to 
be cautious in suggesting that this is a clear kink in the 
income-happiness line. As in Stevenson and Wolfers’ 
(2013), alternative income cut-off levels or Ik values are 
tested. It appears that the strong version of the modified 
Easterlin hypothesis is satisfied at around the income 
level PHP 20,000. From PHP 20,000, βpoor > βrich, βpoor 
is significantly positive (higher income increases the 
likelihood of moving to the next higher happiness score) 
while βrich is not significantly different from zero (income 
does no longer affect happiness). As Ik is increased, βrich 
becomes smaller and more statistically insignificant. From 
an income level of PHP 50,000, βrich turns negative but 
still statistically insignificant.

Other Factors Contributing to Happiness 
Results of the regression analyses that include demographic 
and socio-economic variables are presented in Appendix 
Table IV. The ordinal generalized linear model (OGLM) 
procedure was employed as the dependent variable (HS) is 
not a continuous variable, and the Brant test indicated that 
the influence of household income, age, mobile phone, and 
conditional cash transfer is not proportional across each 
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category of self-rated happiness. Three regression runs 
were undertaken. The first run added basic demographic 
variables as explanatory variables. The second and third 
runs included additional socio-economic variables such as 
asset ownership, consumption, and financial conditions. 

The positive relationship between happiness and 
household income is statistically significant for Runs 1 
and 2 but is slightly off the 10% significance level in Run 
3. Among the demographic variables, age and gender turn 
out to be statistically significant. In the case of Koronadal, 
the probability of having a higher happiness score is higher 
for older and female individuals. The other variables that 
significantly contribute to happiness are the number of 
bedrooms, ownership of mobile phone/s, savings, loans, 
and membership in cooperative/s. The probability of 
moving to a higher happiness score increases with the 
number of bedrooms. The likelihood of having a higher 
happiness score is higher for those with mobile phone/s 
than those without. People with savings are likely to have 
a higher happiness score than those without, while those 
with outstanding loans to pay are less likely to be happier. 
Membership in cooperative/s increases the probability of 
moving to a higher happiness score. With results indicating 
only a small positive impact of income on happiness, an 
interaction effect of urban residence and household income 
is incorporated to test if the income effect is moderated by 
socio-economic factors, particularly, the area of residence 
– urban versus rural barangay. Regression results reveal 
that there is no statistically significant interaction effect. 

CONCLUSION
The findings from this study and their policy implications 
are summarized as follows.

First, the results generally indicate that the magnitude of 
the impact of income on happiness, although statistically 
significant, is rather minute. This finding reflects that 
people in Koronadal are generally happy even with low 
incomes, which is consistent with the happy poor image 
of the Filipino poor. As they are already happy and content 
with their life, to begin with, the statistically significant 
but small positive coefficient implies that the increase in 
happiness due to income is marginal and yet somewhat 
negligible in the practical sense.

Second, survey data from Koronadal fit into Stevenson 
and Wolfer’s specification – yielding a threshold income 
of about PHP 20,000 – the level at which further income 
ceases to increase happiness (a strong version of the 
modified Easterlin hypothesis). Di Tella and MacCulloch 
(2008) suggest that the threshold income level corresponds 
to the level that is just sufficient to meet basic needs and 

may be interpreted as the poverty threshold. The threshold 
income found in this paper is higher than the official 
poverty threshold set by the Philippine government, 
lending some support to criticisms of underestimation of 
poverty threshold and poverty incidence in the country. 

Third, notwithstanding evidence for a significant positive 
impact of income on happiness, the small magnitude 
of the impact of income on happiness vis-à-vis the 
relatively larger impact of other factors can serve as an 
important guide on the directions and kinds of public 
welfare programs and policies that may be prioritized in 
Koronadal. 

Seemingly small and simple things such as having mobile 
phones or having more rooms in the house have a far larger 
impact on happiness. Interestingly, the study provides 
empirical support to a Philippine journalist’s claim that a 
mobile phone is a vital tool for Filipinos, even insinuating 
that depriving them of its use without reason may have 
serious consequences (Jimenez 2018). Policy-wise, this 
finding does not augur well for proposals to impose excise 
taxes on texting but instead points to the desirability of 
programs for improved telecommunications infrastructure 
to raise accessibility and affordability in low-income, 
semi-urban, and rural areas. Likewise, the number of 
rooms in the house has a substantial impact on happiness, 
underscoring the ever-pressing need for a program that 
provides adequate and decent housing for the poor.

Moreover, the study finds that financial security and 
stability (having savings and not having outstanding 
loans to worry about, and being a member of a credit 
cooperative to which people can run in case of financial 
need) also contribute to people’s well-being relatively 
more. In contrast, the conditional transfer program of the 
national government, a direct income transfer, is found to 
have no significant influence on happiness in Koronadal. 
Thus, overall, the results suggest that other programs such 
as increasing accessibility and affordability of goods and 
services that make daily life convenient and comfortable 
as well as free of financial uncertainties and worries (e.g. 
incentives and other support for credit cooperatives) may 
be more effective in raising people’s life-satisfaction or 
well-being than direct income-augmenting programs.
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APPENDICES 

Table I. Respondents’ profile.

Mean

Age (yr) 43.99

Gender (proportion of male respondents, %) 25.95%

Education (proportion of respondents, %)   
   No formal education
   Elementary
   High school
   Vocational
   College
   Graduate

100.00%
0.19%
13.19%
50.10%
5.16%
31.17%
0.19%

Household size (number of household members) 5.04

Monthly household income (PHP/USD) 19,444/
384.20

Urban residence (proportion of respondents, %) 52.11%

No. of bedrooms 2.14

Possessing mobile phone (proportion of respondents, %) 96.36%

Financial condition (proportion of respondents, %)
   With savings
   With outstanding loans

49.81%
58.81%

Food consumption (no of days per week)
   Meat 2.28

Membership in cooperatives (proportion of respondents, %) 14.56%

Table II. Happiness at various levels of income.

Monthly household 
income groups (PHP)

Mean happiness 
score

Number of 
respondents

All income groups 6.75 522

Below 10,000 6.31 184

10,000–19,999 6.87 168

20,000–49,999 7.02 140

50,000 and over 7.57 30

Table III. Stevenson and Wolfer’s equation test for the modified 
Easterlin hypothesis, OGLM coefficients.

Ik βpoor βrich

PHP 12,504 0.8936**
(0.029)

0.6964*
(0.078)

PHP 20,000 0.8756***
(0.005)

0.6093
(0.277)

PHP 30,000 0.8354***
(0.002)

0.5788
(0.494)

PHP 40,000 0.8374***
(0.001)

0.3653
(0.768)

PHP 50,000 0.8531***
(0.000)

–0.2303
(0.895)

PHP 60,000 0.8517***
(0.000)

–0.9028
(0.714)

PHP 70,000 0.8353***
(0.000)

–1.2219
(0.727)

Note: numbers in parenthesis after the coefficients are the p-values. 
Asterisks after coefficients denote level of significance: * for 0.10, 
** for 0.05, and *** for 0.01. 

Table IV. OGLM results.

Explanatory variable Run 1 Run 2 Run 3

Log household income 0.3301** 0.2338* 0.1941

Age (yr) –0.0146** –0.0160** –0.0199***

Gender (male = 1, female = 0) –0.3078* –0.3816** –0.3616**

Education 0.1716** 0.1082 0.0793

Household size –0.0238 –0.0358 –0.0723

Urban residence –0.8819 –1.9200 –1.7599

Membership in cooperatives 0.4446* 0.4584*

With mobile phone 0.9543** 1.0094**

With outstanding loans –0.6218*** –0.5895***

Meat consumption (no. of days per week) –0.0837

No of bedrooms 0.2866***

With savings 0.4988***

Receiving conditional cash transfer 0.1106

Urban residence x log household income 0.1136 0.2263 0.2087

Log likelihood –948.29 –937.52 –927.41

LR Chi2 31.59*** 53.14*** 73.34***

Notes: number of observations, n = 522; asterisks after coefficients denote level of significance: * for 0.10, ** for 0.05, and *** for 0.01; Breusch-Pagan (Ho: constant 
variance): Chi2 = 2.51, p-value = 0.1131; White’s (Ho: constant variance): Chi2 = 110.54, p-value = 0.1473; mean VIF = 1.16; Durbin (Ho: all variables are exogenous): 
Chi2 = 0.8358, p-value = 0.3606; Wu-Hausman (Ho: all variables are exogenous): F = 0.8130, p-value = 0.3677.
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