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Abstract

This paper uses Romanian survey data to investitegedeterminants of individual life
satisfaction, with an emphasis on the role of mubhd private transfers received. A possible
concern is that these transfers are unlikely teekegenous to life satisfaction. We use a
recursive simultaneous equations model to accootht flor this potential problem and for the
fact that public transfers are themselves endogemothe private transfer equation. We find
that public and private transfers received do natten for overall life satisfaction, whereas
we find a crowding out effect of private transféns the public ones. However, people are
happier when giving private transfers. While peagle not happier with the amount sent as
gifts, happiness does increase with the amountaseatloan or as an exchange. We interpret
our findings as evidence that people are happieamnwhey are able to be part of some self-
enforcing mutual help arrangements, which are betldo be important in Romania.
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1. Introduction

This paper studies the determinants of life sattsfa in Romania and, in particular, the
effect of different income components on self-régdrmeasures of well-being. We address
the question: Do public and private transfers ieffice overall individual life satisfaction?

As expressed by Adam Smith (1776) and as introdyd¢extbooks in economics teach uH, “
is not from the benevolence of the butcher, the brewer, or the baker that we expect our dinner,

but from their regard to their own interest.” The homo economicus is expected to behave as a
rational and self-interested actor who desires theand thus, more income, through the
receipt of either private or public transfers, ddolie associated with a higher level of life
satisfaction. Another view, more in line with a badtic approach, is that life satisfaction
comes from giving rather than receiving (Konow &atley, 2008). An investigation of these
conflicting views of whether (and how) making avate transfer affects life satisfaction is
obviously important from a public policy perspeetias social allowances may affect private
transfers differently depending on the private sfanmotivation.

Romania offers an interesting scenario in this @dntThe political crisis during Ceausescu,
followed by the dramatic collapse of the economyirduthe first years of transition, made
Romania face a severe increase in poveRyblic transfers were for many years chronically
under-funded during Communism, and the first yedrsransition found them in a rapid
process of disintegration. Also, while formal trians are very limited, several authors have
pointed to the importance of private transfers andial norms for the Romanian people
(Mitrut and Nordblom, 2008; Amelina et al., 2004).

During the last two decades, economists have dé\atet of attention to the determinants of
subjective well-being (see Dolan et al., 2008, &survey). With respect to the existing
literature and to the best of our knowledge, oudgtis the first that focuses on the impact of
private inter-household transfers on life satiséactin doing so, our contribution is closely
linked to at least two lines of research.

The first one is the work on the determinants f&f $iatisfactiorf. While psychologists have

long been interested in understanding human litesfaation (Diener et al., 1999), the

! E.g., Romania experienced, on average, a neggtiveth rate from 1990 to 2002 as opposed to other
transition countries within the region, e.g., tfiest wave” EU accession countries (see World B&Q3).

2 In this paper, we use the terms happiness, lifisfaation, and individual (self-reported) well-bgi
interchangeably. Several papers have shown thae tireasures are highly correlated. One conceraciedly
among economists, is the potential problem whensmézg individual utility using answers from sultjee
questions. In different cultures, different socreirms may coexist and people may perceive happimess
different, subjective ways. However, many studkesth in economics and psychology, have shown thah e
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economists’ interest in this topic started with Whark of Easterlin (1974, 1995). He looked at
the effect of income on happiness and stated theatfpx” of the increased real growth in
Western countries during the last fifty years, with any corresponding increase in the
reported levels of happiness. Some studies shavabisalute income matters (Oswald, 1997),
while Blanchflower and Oswald (2004) find suppoor the fact that both relative and
absolute income matter. At the same time, theaegowing literature focusing on some other
aspects closely linked to self-reported well-being., the effect of unemployment on overall
life satisfaction (Clark and Oswald, 1994), and éfiects of marriage, children, and health
status. Some other studies have focused on theofotlemocratic institutions (Frey and
Stutzer, 2000) and the role of social norms (Stusred Lalive, 2004) on individual well-
being. Using self-reported happiness measuresjriales al. (2004) find that both Europeans
and Americans are less happy when inequality ik.hig

The second strand of research closely linked toptlesent study is the literature on private
transfers among households (see Laferrere and Waflfi6). In the earliest papers on this
topic, inter-household transfers were assumed taalbreistically motivated, implying a
crowding-out effect of the private contributions lggvernment transfers (Barro, 1974;
Becker, 1974). Although altruism is part of our rammature, empirical research has casted
doubt on its power. Some authors have instead derexd a form of impure altruism where
donors increase their utility by the simple acgofing, referred to as the warm-glow motive
(Andreoni, 1990). Cox (1987, 1990) suggests tlaatstiers could be explained by self-interest
concerns, e.g., financial transfers to children enad exchange for services received from
them or that have to be reimbursed later. Privatesters may also allow households to share
risk within networks of family and friends throughutual insurance (Foster and Rosenzweig,
2001; Fafchamps and Lund, 2003).

As private transfers are very common in Romania would expect them to have a large
influence on subjective well-being. For instanceceiving transfers from others increases
household resources, which should, in turn, inedde satisfaction. On the other hand,
giving to others may also have an enhancing effectife satisfaction if donors get some
intrinsic utility from giving or if they care abouhe well-being of the recipients. Curiously,

the link between private inter-household transterd life satisfaction has not been studied

though these concerns may be theoretically prokiemthey are not warranted empirically (see furthe
discussions in Alesina et al., 2004; Konow and &ar2008; Di Tella and MacCulloch, 2006).
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before® Our contribution is thus threefold. First, as Aémirand Martinsson (2006), we bring
evidence on the determinants of happiness in Ranant with a focus on the role of public
and private transfers received. Second, we fuithasstigate the interplay between these two
types of transfers and the possibility of a croweiut effect! Third, we analyze the effect of
transfers given on life satisfaction and disentarige impact of transfers made for free/gifts
and loan/exchange transfers.

In the empirical analysis, we rely on an unusuatiii Romanian household survey conducted
in 2003, and study the determinants of life satisé@ using the standard questioAll“things
considered, how satisfied are you with your life as a whole these days?” With respect to the
main determinants of life satisfaction (such a®me and unemployment status), our results
are in line with other findings in the literatuk&hen disentangling the impact of the different
income components, we find that both non-transf@oine and public transfers have a
positive and significant impact on life satisfactiavhile income from private transfers does
not seem to matter. However, once taking into actthe likely endogeneity of both private
and public transfers in the life satisfaction resgien and of public transfers in the private
transfer regression, we no longer find a positifect of public transfers on life satisfaction.
We show that people receive private transferspeetve of their economic and demographic
characteristics, which could be explained by soomas norm motives (see also Mitrut and
Nordblom, 2008). At the same time, respondents Wwépefit from more public transfers
receive less private transfers, which is evidenica orowding out effect. Interestingly, we
find that people are happier when sending priviaesfers and that happiness increases with
the amount given, meaning thilappiness comes from giving rather than from receiving.
Moreover, we show that while people are not happién the amounts sent as (free) gifts,
they do become happier with the amount of trangjsmesn as a loan/exchange, a finding more
in line with some kind of exchange or self-enfogcmutual help arrangements.

The rest of the paper is organized as follows. i&ec2 briefly describes the Romanian
context. Section 3 describes the data, and we aispanametric regressions to study the link
between satisfaction and income. Section 4 presd@smain determinants of life and

financial satisfaction in Romania. In Section 5, f@eus on the role of private and public

% Meier and Stutzer (2008) analyze how volunteerkwnfluences happiness in Germany. Also, Schwarzk a
Winkelmann (2005) and Wolff (2006) use questionstiom subjective well-being of parents and childten
study the existence of altruism between these tamegations, but they do not take transfers (eiphiate or
public) into consideration in their empirical ansdg.

* There are few empirical studies on the relevari@ea@owding-out effect between private and pubtimsfers.
Cox and Jakubson (1995), Maitra and Ray (2003) Janden (2004) are interesting exceptions.
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transfers received on individual life satisfactammd account for their potential endogeneity in
the estimation. In Section 6, we study whether mgkirivate transfers to others enhance
happiness. Section 7 concludes the paper.

2. The Romanian context

From a policy of full employment during Communisthe huge restructuring process after
1990 pushed many families of workers into long-tarmemployment or early retirement.
From 1990 to 1993, registered unemployment rosen 886 to 10.4%, while in 2002 the
number of unemployed individuals reached almostilliom (in a country of 22 million
people), accounting for almost 12% of the labocéorThe first years of transition found the
public transfers in a rapid process of disintegratiln 2001, Romania spent only 13.1% of
its GDP on social protection, which was less thalfi &f most EU countrie$ Also, in 2001,
almost three of every ten Romanians were poor, @ral out of ten was extremely poor
(World Bank, 2003).

Life satisfaction in Romania is thus expected tstrengly affected by the adverse economic
conditions. In particular, Frey and Stutzer (2082w that Romanians were on average less
satisfied with their lives when compared to Westeumopean countries or to the U.S. Also,
Andrén and Martinsson (2006) note that one imporfaoet of happiness in Romania is
financial satisfaction. In this context, private matary and in-kind transfers may provide an
alternative to poverty and to the public socialusig system. In developing countries, family
transfers are of vital importance for poor housdadbr whom the marginal effect on daily
expenditures is large (Adams, 2006; Maitra and R&93). Also in Bulgaria, family transfers
reduce the poverty level of their recipients (Dirm@and Wolff, 2008).

While formal transfers are very limited, privatarisfers in Romania are sizeable and very
common. Amelina et al. (2004) find that gross pieveaansfers received account for about 9
percent of the recipient household, while grossigiers given constitute more than 12
percent. Gift transfers are documented as a péatlguimportant part of inter-household
transactions, with about 90 percent of the housishbking involved in gift transfers. Gross

gifts received account for almost 12 percent ofrém@pients’ pre-transfer income, while gift

® In 2001, the average monthly pension for the @etiroutside the agricultural sector was about dllibmlei
(roughly 40 USD). The pensioners from the formericadtural cooperatives (i.e., CAP pension) hadeaen
lower pension of only 271,650 lei (roughly 9 USD).

® Roughly 87% of Romanians receive at least oneabpecotection transfer directly or indirectly, asusehold
members. See the World Bank report (2003) for aengmtailed account on the economic situation, ésibhec
after 1996.



giving (in absolute terms) is almost five times Heg than, e.g., transfers through the
Minimum Income Guarantee national assistance pnogide importance of inter-household
transfers in Romania is also documented througlolegical and anthropological studies
(Kligman, 1988). In addition, social norms are impat, providing support for widespread

networks of friends, kinships, and neighbors (Miaegin et al., 2004).

3. Data and descriptive statistics

3.1 Data description

We use unusually rich household data collectechbyworld Bank for the year 2003, i.e., the
Romanian Transfers and Social Capital Survey (TSCBj)e TSCS is a nationally
representative dataset covering 2,641 househotwts tooth urban and rural areas. The
methodology and a description of the data are teddsy Amelina et al. (2004). The survey
contains detailed questions about inter-househimasfers, both financial and in-kind, and
reveal whether transfers given and received wdtg, ¢pans, or exchange transfers. The data
set also includes the standard demographic and-eesonomic variables (including income).
When investigating the determinants of life satistm, we rely on the following self-
reported information: “All things considered, houatisfied are you with your life as a whole
these days?” The different answers range from tnptetely dissatisfied) to 10 (completely
satisfied). In the TSCS, each respondent is alkedasbout his/her financial satisfaction:
“How satisfied are you with the financial situatioh your household?” Again, the answers
range from 1 (completely dissatisfied) to 10 (coetgly satisfied).

Two comments are in order. First, while we mairdgus on the life satisfaction determinants,
we make use of both questions in order to compager¢lative influence of transfers and
private income on life and financial satisfactiddecond, while our measure of financial
satisfaction is clearly at the household leveg Bhtisfaction is more closely connected to the
individual situation of the respondent. Neverthg)es the case of altruism between spouses,
a respondent’s life satisfaction should be stromglyelated with his/her spouse’s level of life
satisfactior.

When turning to the data, we exclude from the sampllobservations with non-responses for
some of the questions. This reduces the size okample to 2,294 observations. Figure 1

presents the distribution of the ordered measuresocaated with life and financial

" More generally, respondent life satisfaction ipented to depend on the level of satisfaction ef ather
family members living in the same household givat the respondent is altruistic.
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satisfaction. More than 71% of the sample reporbatcome of 5 or less in response to the
life satisfaction question, and the percentage visnehigher (almost 78%) for financial
situation. In both cases, the proportion of verysfiad respondents (8 or more) is very low
(about 3%).

Insert Figure 1

Table 1 presents the main explanatory variabled us¢he empirical part. Given the peak
observed at the median (Figure 1), we choose toeggte the answers into three main
categories: low satisfaction (values of 4 or les®dium satisfaction (5), and high satisfaction
(6 or higher).

Insert Table 1

According to Table 1 respondents living in couple kess likely to report low satisfaction,
and we observe a kind of U-shaped profile for &fere educated individuals indicate higher
life satisfaction, which is also the case for thageo work. Conversely, unemployment
strongly reduces life satisfaction: the proportadnunemployed is about 2.5 times higher in
the low satisfaction group compared to in the hsglisfaction group. Very poor or poor

health has a similar effeét.

3.2 Non-parametric evidence on satisfaction and income

We begin with a non-parametric analysis to study effect of income on life satisfaction.
Figure 2 reports results from kernel-weighted lopalynomial regressions of life and
financial satisfaction separately on the log nebine measured at the household 18vel.

We find an increasing profile for life satisfactialt over the income distribution (Figure 2A).
This result is also clear in Table 1, since th@oeslents in the highest category of satisfaction
are characterized by a mean level of income thabaut 1.7 times higher than that of the
respondents in the lowest category of happinesgenr similar profile is found when turning
to financial satisfaction, although we note frongu¥e 2B somewhat of a dip in the upper part
of the income distribution.

Insert Figure 2

8 We only present the descriptive statistics far §ifitisfaction. The results are similar for finahsatisfaction.
° We get very similar results when using a per eapieasure of household income.
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When considering the effect of the various compthesf income, we find a positive
relationship between income from public transfersl dife satisfaction. However, the
differences in mean public transfers among theebfit life satisfaction categories are
somewhat small. When it comes to the amounts ofafwitransfers received and private
transfers given, we have some interesting resBitith the mean amounts received and given
are much higher in the highest life satisfactiotegary, although there are only small
differences in the occurrence of transfers. Thatlilghest receivers are happier than other
respondents may be related to the increase inmesodue to the receipt of private transfers.
Conversely, that the most generous givers are bapgpan other respondents is a more
puzzling finding that we will analyze further inetlempirical part of this paper.

As in Table 1, we calculated the mean levels obueses as a function of the low, medium,
and high categories of financial satisfactt®nAll income components are higher for the
highest satisfaction category. Financial satistercis also slightly more sensitive to public
and private transfers received. It seems thatehpandents who are more satisfied with their
financial position make larger transfers. It coblkel that the richest respondents are able to
afford helping other family members and relativgglving them money or in-kind goods, or
they might be involved in some reciprocity networks

We also computed the weights of the various incaomponents as functions of life
satisfaction and financial satisfaction respecjivi@ligures Al and A2 in Appendix}. The
share of private transfers received seems to lghtkli larger at lower levels of life
satisfaction, although it remains quite importatltting the whole distribution. The effects
concerning income from public transfers are lesarclOn average, we note that the weight of
public income tends to decrease across the distigualthough transfers are also high at the
upper part of the distribution (levels 9 and 10)oPpeople are expected to rely more on
public transfers. On average, the private incommapmment increases along the satisfaction
distribution.

The results are even more pronounced for finargadilsfaction. For those who are very
satisfied, the weight of private transfers receivedmportant. At the same time, these
individuals have much lower amounts of public tfarss and the share of private income

tends to increase. Finally, the weight of trangfemen is also higher among those who are

1% Results are available upon request.
! All calculations are performed at the aggregatellemeaning that we account for all individualslinted at a
given level of satisfaction.



very satisfied, consistent with previous evidermoenf Romania showing that mainly middle-
and high-income households are involved in widespmeetworks of reciprocity (Mitrut and
Nordblom, 2008). Respondents can thus give andveeelot of money and in-kind goods at

the same time.

4. The deter minants of life satisfaction
The main aim of this section is to shed some lghthe determinants of life satisfaction in

Romania. Lety, be a latent, unobserved variable correspondirigetandividual level of life

satisfaction. This indicator is expected to dep@rehrly on a set of exogenous characteristics
X, such that:

Y =B'X _+é&, (1)
By definition, we only observe the ordered indicad in the survey. We haver =1
when-o <Y, <4,, Y, =2 wheny, <Y, <4.,,..., and Y, =10 when Y, > 1, where
U, o are a set of threshold parameters to estimateetihé normality assumption of

the residua#, , the corresponding model is a standard ordereblitspecification.

The different covariates introduced in the regm@ssre the standard used in this type of
analysis. In particular, we account for gender, @géh a quadratic profile), living in couple,
and household size, and include dummy variablegdoicational levels and health, activity
status, net income, and living in an urban area définition of net income is the sum of
private income, public transfers received, and gigv(inter-household) transfers received
minus private transfers given. For the sake of stiess, we use two measures of income: one
at the household and one at the individual leved. a8lult equivalence scales, we use the
Romanian Equivalence Scale as defined by the \\Rarttk 2
Column (1) of Table 2 presents the estimates ofotidered Probit model. Our main results
are in line with other findings in the literatu®n average, women seem happier than men,
and so do individuals living in coupfd.

Insert Table 2

2 The Romanian Equivalence Scale assigns the fallgwieights to the consumption of each family member
1.0 for the first adult person, 0.8 for each addisl adult person aged 15-61, 0.8 for each additiadult person
aged 62 or older, 0.6 for each child aged 7-14,Gasidor each child aged 0-6.

13We do not know respondent marital status (i.e.omigd, widowed, or separated), since we only olestire
relation to the household head. We should be casitetbout the possible reverse causality when infgrr
conclusions about the individuals living in couglmarried or not), since it may be the case thatpteap
individuals are more likely to marry/be in a redauship, since they may be better at building refeti
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We notice a U-shaped profile for age, suggestiagttie least satisfied with their lives are the
middle-aged cohorts. One explanation could bettiege cohorts experience a high pressure
to manage both their professional and personas l{gee Alesina et al., 2004). On the other
hand, these are the cohorts that, after the falC@ihmunism, were highly exposed to the
transition process. They initially formed high hepenmediately after the Revolutierhopes
that collapsed shortly after. As expected, we finstrong positive effect of education, which
is likely to pick up a kind of permanent incomeeetfand a negative impact of poor and very
poor health conditions. Living in an urban areadias a negative influence on overall life
satisfaction. Not surprisingly, unemployment desessdlife satisfactioft’

We find a positive effect of income; i.e., moneyedoincrease life satisfaction. Similar
conclusions have been reached by Andrén and Maotin@006) for Romania and by Alesina
et al.(2004) for some European countries and for the Nde that this effect is “net” of the
role of family size. In Column (2) of Table 2, wecaunt for the level of income per capita,
and still get a positive coefficient. In the sequet only control for household income, as this
covariate has been shown by Ravallion and Loski®012 to be a better predictor of
individual life satisfaction than individual income

Next, we try to understand whether the determinamtife and financial satisfaction are
similar or not. For this purpose, we turn to a biste ordered Probit model. The first equation

refers to life satisfaction and is similar to eqoiat(1), while the second corresponds to the
individual financial satisfaction, wheré€ is a latent variable expected to depend on afset o
characteristicX. . Hence, the bivariate model is:

{YL* =0 'IXL +& 2
Y = 6" X &

with Y. =] when g, <Y <u,, and j=1..10, Y. =k when g <Y; <y, and
k=1,..10. We assume that the residuals and £ follow a bivariate normal distribution
with unitary variances and an unknown coefficiemtrelation p to be estimated. For a given

observation, the log likelihood may be expressed as

In¢, :ijk Dy(Ys = J.Ys =K)Pr(Y; = .Yy =K) 3)

14 Our data does not allow us to distinguish betwieeig- and short-term unemployment, and voluntarg an
involuntary unemployment. Clark and Oswald (19949vs that these different types of unemployment have
specific impacts on happiness.



with Pr(Y; = J, Yy =K) = Pr(u; <Yj < M, M < Ve S Hiea) @nd whereD (Y, = j, Y5 =Kk )
is equal to one whel, = j andY; =k and O otherwise. Each terRr(Y, = j,Y; =k may

be expressed as a sum of four terms involving tkariate standard normal cumulative

distribution functiortb,(.). The coefficientp sheds light on the correlation between the

unobservables, ands .

The results of the bivariate ordered Probit modelmesented in Column (3) of Table 2. The
coefficient of correlation between the two ordereduations is positive and highly

significant™® This is not really surprising as the two measwfdife satisfaction and financial

satisfaction are both subjective and likely to bftuenced by the same unobserved factors.
Estimation of a recursive ordered model could befuldn this context, but it is difficult to

find a suitable instrument influencing only finaalcisatisfaction and not happiness (a
condition necessary to secure identification). W& @ simple Wald statistic to test the
assumption of similar estimates for life satisfastiand financial satisfaction and we get a
value of 37.9 for the Wald test, so we can rejbet assumption of equal returns to the
covariates in the two equations at the 5 percerelleHappiness is thus different from a

purely economic measure of financial satisfaction.

5. Theroleof private and public transfersreceived on life satisfaction

5.1 Resultswith exogenoustransfers

Let us now study whether the different income congmis have a specific impact on life
satisfaction. A very preliminary approach, basedtbe ordered specification presented
before, is simply to introduce the three componaitsotal income received into the life

satisfaction regression. Note here that we chamsadlude amount of private transfers given,
as it may be strongly related to amount of tramssierceived. The key issue is to know

whether/how life satisfaction depends on the d#feérsources of resources at the household

!5 This casts doubt on the relevance of includingrfiial satisfaction in the happiness equations a®ie, e.g.,

by Andrén and Martinsson (2006).

' While the explanatory variables at first sightrae® have a similar influence, we can neverthetdsserve
some differences for a few covariates. In particulbe positive coefficient of living in couple larger for
financial satisfaction than for happiness. Havingpause is expected to reduce the uncertainty tf Garrent

and future household resources; many studies hawensthe importance of income pooling within cowgple
(Bonke and Uldall-Poulsen, 2007). We also notedagffects for unemployment, the highest leveldiiaation,

and net household income. As expected, respondhewes more economic circumstances in mind and devote
more weight to their economic situation when seffarting their own financial satisfaction compatedheir
overall level of happiness.
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level. The corresponding estimates are shown im@ol(1) of Table 3. In what follows, we
will only focus on the income components as all pi@avious results remain valid.

Insert Table 3

Recalling that the bulk of household resourcesois-tnansfer income, we find a positive and
significant coefficient for this covariate. As s@$ted by our descriptive statistics, richer
respondents on average seem happier. The estimsteiaed with income from public
transfers is also positive and statistically sigaifit, the coefficient being in fact more
important than the one for non-transfer income.o&gible explanation consistent with this
finding is that public transfers are more securantlother sources of private income. In
particular, they are received regularly, usually amonthly basis, thereby offering more
financial security to the household. This could, timn, translate into a higher level of
satisfaction-’

While the coefficient associated with the amounpavate transfers received is also positive,
it is not significant at conventional levels. Sajbpc and private transfers have different
effects on happiness. Two comments are in ordest, Ehere is much more uncertainty about
the receipt of private transfers, which are usuaigde on an irregular basis, and recipients
may have poor economic characteristics that pretem from self-reporting a high value for
life satisfaction. Second, it may be that the weigjithis income component remains too low
at the household level, making the income effe¢hisf type of limited resource not sufficient
to achieve a higher level of satisfaction.

At the same time, if private transfers are embediedome reciprocity networks, then
recipients also have to give money or in-kind gotmdsther people. All these transfers should
reduce resources available for the household, andehpotentially have a negative income
effect on happiness. To further investigate thisifpave choose to introduce in our regression
the amount of net private transfers instead ofsfies received. As shown in Column 2 of
Table 3, we find a negative coefficient for thapkxatory variable, albeit it turns out to be
insignificant.

We turn to a bivariate ordered Probit model in @uiu3 in order to compare the estimates
associated with life satisfaction and those assediavith financial satisfaction. Our

expectation is that the various income componemisild influence the latter indicator more

" This may not be true for the unemployed or othss lell-off respondents if public transfers dependther
economic characteristics of the household. This gptthe endogeneity problem that we will examigxt.n
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than the former. Again, we obtain a positive amphicant coefficient of correlation between

the two residuals. As shown in Table 3, we canctejee assumption that the determinants of
both outcomes are of similar order. The three edBm associated with the income
components are always larger in the financial f&ation equation.

Nevertheless, the only significant difference isetved for the amount of public income,

whose effect is much higher in the financial satiibn equation than in the happiness
equation. Such a result may be due to the fact ttieatreceipt of public income strongly

reduces uncertainty about resources, at least wiepublic transfers are permanent (like
pensions). Note that there is a trade-off here hWibre public transfers, the respondent is
better-off and this should increase his/her lifaséaction. At the same time, receiving public

transfers (at least for some transfers like unegmpent benefits or social allowances) is also
a signal that the respondent is in a poor situatidrich is associated with a lower value for
life satisfaction. The private and public transtEmponents of income may thus be not

exogenous.

5.2 Endogeneity issue

To the best of our knowledge, Maitra and Ray (20@8)South Africa is the only study that
has examined the behavioral and welfare impad®thf public and private transfers allowing
for endogeneity of resource variables. These asttomus on household expenditure patterns,
not on life satisfaction.

Several arguments help us understand the compterratationship between the different
income components. First, virtually all models afmily transfers predict that the receipt of
private transfers depends on household non-tramsfeme. Under altruism, those in a poor
economic situation should receive more money framodgs, while the relation can be either
positive or negative under exchange (Cox, 1987ps€&hwith limited resources may have
more time to care for their parents and thus shoeteive more money in exchange, but
parents may also be ready to pay a higher pricattention and services from rich children.
Second, it is well known since Barro (1974) thatdem the assumption of dynastic
intergenerational altruism, private transfers amwded out by public transfet®.Again, a
different pattern may occur under exchange, withgbssibility of a crowding-in effect (Cox
and Jakubson, 1995).

18 A respondent who receives one additional unit ohay through public support should receive one ahit
money less through private help if the donor idqmdly altruistic.
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Therefore, we need to account for potential endeiggmf private and public support in the
life satisfaction equation. At the same time, weoaheed to account for the fact the public
transfers may be endogenous in the private traresfaation. In what follows, we try to
control for these two sources of endogeneity, bet ehoose to neglect the potential
endogeneity of non-transfer income. In all emplrgtadies on family transfers (see Laferrére
and Wolff, 2006), non-transfer income is considemdgenous in the private transfer
equationpne exception being Maitra and Ray (2003).
When estimating Engel curves, these authors stutsther the different expenditure shares
are influenced by the endogeneized income compsn@an-transfer income, private, and
public transfers). An important feature is thatythely on a linear specification since they use
a 3SLS model. The implicit assumption is that ali$eholds receive both private and public
transfers since the different dependent variabledraated as continuous. However, although
the proportion of respondents involved in privaensfers remains high in Romania (in fact
much higher than in other developed or even tramsit economies), this is not a realistic
assumption. For instance, the proportion of respotsd not receiving private transfers
amounts to 41.4% and the figure for public trarsferl3.4%. Clearly, taking censoring into
account makes a difference.
Thus, we estimate a recursive model comprisingttinee following equations: one Tobit
equation for public transfers, one Tobit equationgrivate transfers with public transfers as
an additional covariate, and one ordered Probittgu for life satisfaction with public and
private transfers as additional regressors. Thatesy defines a recursive model:

T;u :'Bpulxpu +‘9pu

T;f = ﬂpflxpf + 5PUTDU +£Df (4)

YL* = IBLIXL + ypquu + yperr + gL
withT , =maxQ,T,), T, =maxQ,T,) and¥, = j when x4, <Y <, (j=1...10). The
set of threshold valueg , ,..,4 ,, has to be estimated jointly with the different fficeents.

Assume first that the residualg , €, , and¢,_ follow a trivariate normal distribution, but are

pr?
uncorrelated. Then the simultaneous model defirye@pis a recursive one, but endogeneity
of transfers is not a problem. The different estemawith a joint estimation will be very

similar to those obtained through an estimatiothoée separate equations. Next, if we relax

the assumption of null correlations among the red&] we get a recursive model where
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endogeneity is explicitly taken into account. A tehissue when estimating such models is
identification.

In a setting of a multiple equations Probit modéhvendogenous dummy regressors, it has
been shown by Wilde (2000) that exclusion restitdi on the exogenous regressors are not
necessary. This issue is rather similar in our&dnénd a first source of identification stems
from the non-linearity of the various equations.wdoer, the model remains only weakly
identified, so we have attempted to rely on relévarclusion restrictions to secure
identification. Unfortunately, this task remainsnsewhat difficult as it is hard to find
instruments with the desirable properties. We cadogproceed in the following way.

First we include in the public transfer equatioa #ge-specific composition of the household.
This is expected to greatly influence the amounthefvarious allowances. In the same way,
we include a dummy variable if the respondent tire@, as it influences the receipt of
pension. Note that public transfers also depenchamtransfer income of the household.
Secondly, private transfers are expected to demengublic transfers; as mentioned, a
negative relationship is expected under altruismidentify this equation, we include in the
list of covariates the number of potential infornteiders, which is defined as the number of
people the respondent could turn to if he/she sulgdeeded a substantial amount of money
(3-4 million lei)!® The number of potential lenders is expected toeime the amount of
private transfers received by the household. Tlowalspecification has been estimated by a
maximum likelihood method. Specifically, we estim#te model twice. First, in Column (1)
of Table 4 we fix the difference correlations to@eéNe thus have a joint estimation of the
three equations, but endogeneity does not matteen,Tin Column (2) we relax the

assumption of null correlations and the variousreses are net of endogeneity bias.

We focus here only on the determinants of lifessatition and more precisely we comment
on the effect of the income variables. Under treuagption of exogenous private and public
transfers, the estimates in the last column of ifipaton (1) show that life satisfaction
increases significantly both with non-transfer immand public transfers. As expected, these
results are very similar to those described in &&blincome from private transfers received
also has a positive influence, but the coefficistnot significant. Once the issue of

endogeneity is taken into account (see Column 2)pmly observe a positive and significant

91n 2002, 3-4 million lei was equivalent to abo@22 USD. This is quite a high amount. In factsialmost
the median monthly income for the surveyed housthol
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relationship between non-transfer income and bfissaction. Neither the amount of private
transfers received nor the amount of public transsfeceived now influences life satisfaction.
Finally, it should be noted that we get very simitasults when estimating the recursive

model with the financial satisfaction instead df tiie satisfaction measufe.

5.3 Transfers and the crowding-out effect
Let us now have a closer look at the determinah{sublic and private transfers (Table 4).
Concerning public transfers, the amount of allovesnieceived increases with the number of
persons living in the household, but the effeghisch stronger for the older age group (62+),
which is due to inclusion of pensions in publicnsgers. Transfers are significantly lower
when the household head is working or unemployed, nouch higher when the head is
retired. As expected, they are negatively relabeithé household non-transfer income.
When turning to private transfers, we first notattthey remain hard to explain. Covariates
like gender, living in couple, household size, etion, and activity status are not significant.
One explanation is that private transfers in Romame part of some social norms; i.e., they
do not really depend on household characteriétidhis implies that people receive (and
certainly give) some money or in-kind from (to) ethpeople regardless of their own
demographic and economic situation. According ®dhata, the number of potential informal
lenders is positively correlated with the amountrahsfer received, and this amount is also
larger when the respondent lives in an urban area.

Insert Table 4

A puzzling finding in Table 4 is the positive, albmsignificant, relationship that we obtain

between the amount of private transfers receivstinfated through a Tobit equation) and the
amount of non-transfer income. The fact that pauaansfers received are not influenced by
the amount of non-transfer income may, again, Isistent with a model where social norms

are important, while it casts doubt on the releeaofcaltruism or exchange. People may need

% Having more non-transfer income increases thd kevitnancial satisfaction. The coefficients assted with
public and private transfers are not statisticaiignificant. Nevertheless, with respect to the agstion of
exogeneity, we observe a higher value for the peit@nsfer coefficient (0.306 instead of 0.110dhi& financial
satisfaction equation. This suggests that privatesfers may help reduce poverty and, thus, inersassfaction
related to economic conditions (results availalglerurequest).

2L Another theoretical explanation that would be dstest with this finding is a family loan model, efe
people first borrow money from other family membenrsl then have to honor (and repay) their deb@rdbgss
of their economic situation (see the discussiohaferrére and Wolff, 2006). Nevertheless, in tharRaian
context, the widespread diffusion of private tramsfto and from other family members, relativesd an
neighbors, casts doubt on the relevance of antémyoral exchange.
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to send private transfers independently of thein dwancial situation. In that case, they are
also expected to receive more money from otherstdusrms of reciprocity” Under the
assumption of exogeneity, we at the same time wbsarnegative coefficient for public
transfers, although this coefficient remains ingigant.

As shown in Column (2) of Table 4, once endogenwtyaken into account, we obtain a
positive and significant correlation between thadeals of the equations of the two types of
transfers. Two comments are in order. Firstly, Ythdous estimates in the public transfers’
equation remain fairly robust compared to in Colughn Secondly, in the private transfers’
equation, we now find a negative and significanefioient for the amount of public
transfers. So, in Romania, respondents who befrefit more public transfers receive less
private transfers from others. This is evidenca ofowding-out effect.

As this effect is important from a public policyewpoint, we choose to further study the
relationship between private and public transfefsnce we estimate a simultaneous model
with only the two equations for private and puliliansfers, respectively. This allows us to
implement standard instrumental variable regressiand to test the relevance of the
instruments. We rely on a 2SLS model and do asriidependent variables were continuous.
Our results (available upon request) show that exalusion restrictions are reliable. The
instruments have the desirable properties sincg tlawe a significant effect and a large
contribution to the R2 in the public transfers’ atjan, while they are not significant in the
private transfer equatidfi.

Assuming that there is no censoring among obsenat{i2SLS), we get a negative, yet not
significant, value of the instrumented public tf@nsamount in the private transfer equation.
Further investigation shows that it is importanatzount for the fact that not all respondents
receive such transfers. Once properly taking imtmant the fact that the transfer equations
have to be estimated through the use of Tobit nspdeé get a negative and significant
coefficient of the public transfer amount.

If one believes that social norms are important, aedordingly, if it is because of norms that
people send private transfers, the crowding owcethat we find may seem a bit puzzling. In
a society where social norms matter, private temssghould strengthen the social ties and

crowding out should be non-existent. One way dofripteting our result is related to the way

22 A drawback of our analysis is that we do not hsiveultaneous information about the recipient aredbnor
in the transfers. See the discussion in Altongale{1997).

% The Sargan statistic associated with the overifieation test of all instruments is equal to 0.882d the
probability value is 93.1% (with 4 degrees of free).
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private transfers are defined in our data, sincey tinclude gifts, in-kinds exchanges,
payments, and loans. While private transfers inftren of gifts may be more related to
norms (Mitrut and Nordblom, 2008), informal loapayments, and direct exchange transfers
may be more related to the lack of public transtemd some self-enforcing mutual help

arrangements among households.

6. Do privatetransfers given enhance life satisfaction?

We finally attempt to understand whether life datifon is affected bgiving rather than by
recelving private transfers. This question has not beenoeggl so far in the literature on
subjective well-being? Before turning to the data, let us briefly considéferent ways in
which giving may influence life satisfaction.

One is related to the fact that giving (money) rEduhousehold income. Since the level of
satisfaction increases in the net amount of regsygiving should decrease life satisfaction.
On the other hand, giving money or in-kind goods mall influence life satisfaction in the
opposite way. This is, for instance, the case wthendonor is motivated by altruism. Then
the loss in donor well-being is more than compestsdor by the increase in well-being
stemming from the recipient’s higher level of daitsion. Along these lines, Schwarze and
Winkelmann (2005) for Germany and Wolff (2006) fenance show that the levels of well-
being of parents are significantly correlated witbse of their childref® An increase in a
child’s happiness through increased resources ha®s#tive effect on his/her parent’s
happiness.

Another way in which giving may influence life stiction is related to the warm-glow
motive described by Andreoni (1990, 2006) accordimgvhich one should derive intrinsic
utility (which increases life satisfaction) fromv@ig money to others. Also, there may be
social norms associated with gift giving, and coyimg with these may increase the donor’s
utility (Mitrut and Nordblom, 2008). Finally, undé¢he exchange motive the respondent is
expected to gain additional satisfaction from givio others since he/she will then receive
other transfers from other people. For instanceCax (1987) the parent increases his/her

level of satisfaction by receiving services aneéraibn from his/her child in exchange for a

24 One exception is Konow and Earley (2008) who engla an experimental setting whether giving money
increases happiness. Also, recent evidence shaatsvtunteering makes people happier (Meier andz&tu
2008). However, in contrast to these authors, waddere on private inter-household transfers.

% Estimating the interaction between the levels efldveing of a parent and his/her child provideseasure of
the degree of parental altruism. The difficulty éné gaining information about the levels of saiisibn of two
generations. Unfortunately, each respondent wasasKed about his/her own happiness in our data.
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monetary transfer. A difficulty here is that theckange (and thus the rise in happiness) can
be delayed, as in the loan model of Cox (1990) wiparents lend money to their children
and are reimbursed later at a family interest abt@/e the market one.
We begin our investigation in the following way. \Wstimate our ordered Probit equation for
life satisfaction adding an explanatory variablated to in-kind and financial transfers made
to others. In the regression, we control for tht@ltamount of income received, which is the
sum of non-transfer income and public and privasmdfers received from othéfsThe
results are presented in Table 5. In Column (1)ntreduce a dummy variable that is equal to
one if the respondent had made a transfer (eitlmremary or in-kind) to other people. We
find a positive and significant coefficient for shivariable meaning that respondents are
happier when they give money or goods to other lgedve get a similar result in Column
(2), where we introduce thamount of transfers given. This is a new finding withpest to
the existing literature on happiness. However, grigate transfer-enhancing effect tells us
little about the underlying motive behind privatarsfers.

Insert Table 5

To interpret our results further, we choose todbvihe amount given according to the self-
reported information given by the respondents Wbioeach transfer, stated whether it was a
gift/for free, a loan or an exchange of similarvegsgs, or an exchange defined as a situation
where the respondent receives something differert twwhat he/she gave (i.e., exchange here
refers more to an a priori binding agreement). &ligh we acknowledge that this may be
quite ad-hoc, we choose to make a distinction betwgafts (more in line with e.g. altruism
and social norm motives) and loan-exchange trasig¢fieore in line with self-interest motives,
i.e., mutual help arrangements), since we beli¢wgould be interesting to know whether
these types of transfers have the same influendiéecgatisfaction.

We estimate a bivariate ordered Probit model withdatisfaction and financial satisfaction
as dependent variables. As shown in Column 3 ofelaponly the amount of loan-exchange
transfers increases the level of well-being of thapient in the life satisfaction equation at

the 1 percent level, while the estimate associai#iul gifts is not significant at conventional

% For the sake of robustness, we also considereelasure of income defined as the sum of non-traisfeme
and public transfers only (without private transfezceived), but found no effect on our conclusions
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levels?” This finding may be linked with the idea that setierested households form some
self-enforcing mutual help arrangements and thah&woans (probably also due to different
social norms) may feel happier when they are abfmtticipate in these arrangemefits.

From Table 5, we also note that the self-reportedntial satisfaction increased with both
types of private transfers, i.e., gifts and loarshange. This is a bit more puzzling, as giving
reduces the amount of available resources for thasdhold. There are two ways of
interpreting this result. On the one hand, peodte wake gifts or loans can afford to do so
and hence are in a much better financial satisgfactOn the other hand, exchange-motivated
transfers favor the receipt of transfers from otimuseholds, and gifts made for free may also
promote reciprocity.

A concern in our results is that we may have sontmgeneity problems. Nevertheless, it is
difficult to find good instruments. One could farstance consider participation with money
or volunteer work in community projects. Working giving money should be highly
correlated to the decision of private transfersotber households, but at the same time,
contributions to the community are also likely tohance life satisfaction if the donors are
motivated by altruistic or social norm considerasio Also, the data does not allow us to
control for unobserved heterogeneity through theaidixed effects.

Finally, we have a descriptive look at the relatomtween life satisfaction and the identity of
those receiving money or goods from the respondéfitat we have in mind here is the
Hamilton’s rule, according to which an individuailiwalue distinctly the fitness of a relative
depending on his/her relationship with that patticuelative (see Bergstrom, 1998)We
neglect the trade-off between gifts and loans aistlgompute the mean life satisfaction as a
function of the different recipients. The mean eakor life satisfaction, which is always
higher when giving, is equal to 4.73 when the resleots provided money or goods to
parents, 4.59 to children, 4.66 to siblings, 4.66ther family members, and 4.52 to non-
family. All these figures are rather close, sugiggsthat respondents do not really gain more
utility when giving to closer relatives. We reachsiailar conclusion with an econometric
analysis. When introducing specific dummies relatedeach type of recipient in the

regression, we find no significant differences agt¢ime various estimates. This result does

" The level of significance is 11.8% for the amoahgifts (for free). A Wald test indicates that theefficients
associated with gifts and exchange amounts offeemare not significantly different, with a stétisof 1.48 and
a probability of 22.45%.

2 Since it could be the case that the amount ordfipeivate transfers given is not important, wstéad include
a dummy for gifts given and a dummy for loan/exa®transfer given. The results are consistent thieh
above.

2 The coefficient of relatedness would for instaheehigher for children than for grandchildren.
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not allow us to reject the possibility of the Andné warm glow motive (i.e., an additional

satisfaction related to the act of giving). At teeme time, such a pattern is again more
consistent with a social norm explanation to peviiansfers or with the fact that people get
happier from taking part in some self-enforcing valithelp arrangements than with an

altruistic motive.

7. Conclusions

Using original household data, this paper has gitechto understand the determinants of life
satisfaction in Romania, and in particular the affef private and public transfers on
individual self-reported well-being measures.

We find new results with respect to the existirigrature on life satisfaction. When treated as
exogenous, we find that both public transfers aod-tnansfer income have a positive and
significant impact on life satisfaction, while inoe from private transfers does not seem to
matter. While one could interpret the positive anghificant impact of public transfers as,
e.g., evidence that since these transfers arevezteggularly they could offer a sentiment of
security, one difficulty is that both private anagbfic transfers are unlikely to be exogenous in
the life satisfaction regression. At the same tithe,amount of public transfers is endogenous
in the private transfer regression. Once we corfoplthese endogeneity problems, we no
longer find a positive effect of public transfers Ide satisfaction.

We also find that people receive private transfersspective of their economical and
demographical characteristics, which may be in i a transfer motive related to social
norms. However, wdo find evidence of arowding-out effect, since respondents who benefit
from more public transfers receive less privatadfers. As a policy implication, if the public
transfers in Romania, e.g., social security, wdagdincreased from today’s very low level,
then the poor elderly would definitely benefit. drsetting where social norms are important,
an increase in permanent income would definitelyegpeople the opportunity to stay
involved in reciprocal transfer networks. Of coyrdee government transfers would probably
be even more important in a more individualistittisg where exchange, norms, and
reciprocity transfers are not important.

Finally, we find evidence that people are happieemwsending private transfers and also that
life satisfaction increases with the amount givEms is the first paper that isolates the impact
of private transfers from other sources of incoWve. find that people are not happier with the
amount sent as a gift, but that they do becomeibapjith the amount of transfers given as a

loan/exchange. This may be linked with the idea #edf-interested households form some
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self-enforcing mutual help arrangements and thah&uoans (probably also due to different
social norms) may feel happier when they are abpeatticipate in these arrangements.

The evidence presented here calls for a deepestigagion of the mechanisms through which
public and private transfers enhance life satigfactConcerning transfers received, their
effects may depend on the economic position ofréispondent. Presumably they make poor
people, for whom such transfers are most oftencassaty for survival, happier. Also, having
panel data would be useful to control for unobseriieterogeneity at the individual level.
Finally, it would be useful to study the relatioisbhetween life satisfaction and the decision
to make a transfer more closely, since it coulchblpful in assessing the relevance of the

warm-glow motive. All these issues are left forig research.
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Figure 1. Thedistribution of life satisfaction and financial satisfaction
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Figure 2. Nonparametric regression of satisfaction on log net income
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Table 1. Descriptive statistics of the sample

Variables Life satisfaction
Low Medium High All
Head female 0.508 0.525 0.492 0.508
Age 54.101 50.843 52.208 52.696
In couple 0.661 0.746 0.733 0.704
No. of children (0-14) 0.425 0.499 0.427 0.446
No. of adults (15-61) 1.809 1.977 1.866 1.870
No. of elderly (62+) 0.682 0.573 0.644 0.642
Adult equivalent household size 3.211 3.251 3.162 .208
Education  No education or primary 0.167 0.095 0.102 0.129
Secondary 0.288 0.277 0.207 .26D
Gymnasium 0.174 0.179 0.127 160.
High school/Vocational school  0.202 0.237 0.252 0.225
Post high school 0.100 0.108 .150 0.119
University or more 0.070 0.104 0.154 0.103
Health Very good or good 0.416 0.577 0.736 0.550
Poor 0.404 0.346 0.222 0.337
Very poor 0.180 0.077 0.042 113
Status Working 0.318 0.401 0.429 0.371
Unemployed 0.053 0.041 0.022 .040Q
Retired 0.456 0.398 0.451 0.43
Other 0.173 0.160 0.098 0.149
Total net income (/100000) 496.288 612.849 856.964  629.318
Non-transfer income (/200000) 304.870 426.679 .3 438.409
Public income (/100000) 179.131 186.106 198.377 BB
Private transfer received 0.581 0.577 0.599 0.585
Amount of transfer received (/100000) 58.071 57.941 94.094 68.212
Private transfer given 0.820 0.868 0.856 0.843
Amount of transfer given 45.783 57.877 97.892 68.73
Live in an urban area 0.614 0.592 0.614 0.608
Number of observations 1,033 613 648 2,294

Source: Romanian TSCS survey, 2003 (our own calouk).
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Table 2. The deter minants of life satisfaction and financial satisfaction

Variables (1) (2) 3)
Life Life Life Financial
satisfaction satisfaction satisfaction satisfaction
Head female 0.099** 0.100** 0.098** 0.120**
(0.048) (0.048) (0.048) (0.048)
Age -0.031*** -0.031*** -0.031*** -0.037***
(0.009) (0.009) (0.009) (0.009)
Age squared (/100) 0.037*** 0.036*** 0.037*** 0.@3**
(0.009) (0.009) (0.009) (0.009)
In couple 0.143*** 0.148*** 0.146*** 0.294x+*
(0.055) (0.055) (0.055) (0.056)
Household size -0.005 0.001 -0.006 -0.008
(0.014) (0.014) (0.014) (0.014)
Education 0.101 0.100 0.099 0.099
(ref : no education or primary) (0.077) (0.077) 0/(074)] (0.078)
Gymnasium 0.160* 0.161* 0.160* 0.140
(0.092) (0.092) (0.092) (0.093)
High school/Vocational 0.265*** 0.270*** 0.264*** 0.231*
(0.090) (0.090) 0.000) (0.090)
Post high school 0.44 1%+ 0.449*** 0.442%* 0.448***
(0.100) (0.100) (0.100) (0.100)
University or more 0.463*** 0.483*** 0.456*** 0.59***
(0.106) (0.106) (0.106) (0.106)
Health -0.499*** -0.500*** -0.503*** -0.459***
(ref : very good or good) (0.052) (0.052) (0.052) 0.062)
-0.959*** -0.959*** -0.961*** -0.883***
(0.078) (0.078) (0.078) (0.078)
Working 0.031 0.038 0.036 -0.028
(0.060) (0.060) (0.060) (0.061)
Unemployed -0.281** -0.286** -0.281** -0.359***
(0.120) (0.120) (0.121) (0.122)
Net income (/1€8) 0.062*** 0.062%** 0.073***
(0.177) (0.018) (0.018)
Net income per capita (/%) 0.086**
(0.340)
Living in an urban area -0.269*** -0.263*** -0.278* -0.206***
(0.052) (0.052) (0.052) (0.052)
Coefficient of correlation 0.700 (0.012)
Test: [happiness coef = financial coef] Chi2(22):91; prob=0.0187
Number of observations 2,294 2,294 2,294
Log likelihood -4585.6 -4588.5 -8483.0

Source: Our own calculations using the 2003 TSCG&%esu

(1) and (2) are ordered Probit models, (3) is atd@te ordered Probit model. Standard errors apaiantheses,
significance levels equal to 1% (***), 5% (**), ant0% (*). Each regression also includes a set gioral
dummies and a set of threshold levels.
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Table 3. Life satisfaction and financial satisfaction, with exogenous income components

Variables Q) (2) (3)
Life Life Life Financial
satisfaction satisfaction satisfaction satisfaction
Head female 0.107** 0.104** 0.106** 0.136***
(0.048) (0.048) (0.048) (0.048)
Age -0.033*** -0.035*** -0.033*** -0.040***
(0.009) (0.009) (0.009) (0.009)
Age squared (/100) 0.037*** 0.039*** 0.038*** 0.4
(0.009) (0.009) (0.009) (0.009)
In couple 0.137** 0.134** 0.140** 0.285***
(0.056) (0.056) (0.056) (0.056)
Household size -0.014 -0.014 -0.015 -0.026*
(0.015) (0.015) (0.015) (0.015)
Education Secondary 0.087 0.086 0.085 0.073
(ref : no education or primary) (0.078) (0.078) 0B) (0.078)
Gymnasium 0.140 0.134 0.139 0.102
(0.093) (0.093) (0.093) (0.093)
High school/Vocational school 0.235*** 0.235%** 0.234** 0.177*
(0.091) (0.091) (0.091) (0.091)
Post high school 0.407*** 0.406*** 0.407** 0.386*
(0.102) (0.102) (0.102) (0.102)
University or more 0.403*** 0.407*** 0.396*** 0.48***
(0.110) (0.110) (0.110) (0.110)
Health Poor -0.498*** -0.501*** -0.502%** -0.456***
(ref : very good or good) (0.052) (0.052) (0.052) 0.062)
Very poor -0.954*** -0.955%** -0.955*** -0.875***
(0.078) (0.078) (0.078) (0.078)
Working 0.069 0.068 0.074 0.047
(0.065) (0.065) (0.065) (0.065)
Unemployed -0.236* -0.234* -0.236* -0.276**
(0.123) (0.123) (0.123) (0.124)
Non-transfer income (/£8) 0.069*** 0.068*** 0.069*** 0.080***
(0.018) (0.018) (0.018) (0.018)
Public transfers received (/B) 0.309** 0.306** 0.310** 0.535***
(0.142) (0.142) (0.142) (0.142)
Private transfers received (f8) 0.067 0.067 0.111
(0.077) (0.077) (0.077)
Net transfer (/10e8) -0.091
(0.075)
Living in an urban area -0.281*** -0.276%*** -0.296* -0.228%***
(0.053) (0.053) (0.053) (0.053)
Coefficient of correlation 0.699 (0.012)
Test:[life coefs = financial coefs] Chi2(24)=42;(prob=0.0128
Number of observations 2,294 2,294 2,294
Log likelihood -4582.3 -4582.0 -8474.6

Source: our own calculations, using the TSCS survey

(1) and (2) are ordered Probit model, (3) is a tdta ordered Probit model. Standard errors arganentheses,
significance levels equal to 1% (***), 5% (**), ant0% (*). Each regression also includes a set gioral
dummies and a set of threshold levels.
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Table 4. Simultaneous model of public transfers, private transfers and life satisfaction

Variables (1) (2)
Public tr. Private tr. Happiness Public tr. Privite  Happiness
Constant -0.283*** 0.213* -0.283*** 0.142
(0.047) (0.128) (0.047) (0.128)
Head female -0.018** -0.011 0.107** -0.018** -0.032 0.090*
(0.008) (0.026) (0.050) (0.008) (0.027) (0.052)
Age 0.010*** -0.014%** -0.033*** 0.010*** -0.01 1% -0. 030***
(0.002) (0.004) (0.009) (0.002) (0.004) (0.010)
Age squared (/100) -0.010%** 0.010** 0.037*** -010*** 0.009** 0.036***
(0.001) (0.004) (0.009) (0.001) (0.004) (0.009)
Number of persons 0-6 0.034*** 0.034***
(0.010) (0.010)
Number of persons 7-14 0.032*** 0.031***
(0.008) (0.007)
Number of persons 15-61 0.037*** 0.038***
(0.003) (0.003)
Number of persons >61 0.124*** 0.124***
(0.006) (0.006)
In couple -0.039 0.136** -0.046* 0.131**
(0.026) (0.056) (0.026) (0.057)
Household size 0.001 -0.014 0.016 -0.003
(0.009) (0.015) (0.010) (0.018)
Education Secondary 0.060*** 0.019 ar.0 0.060*** 0.047 0.110
(ref : no education or primary) (0.015) (0.046) 0f®) (0.015) (0.047) (0.078)
Gymnasium 0.092%** -0.016 0.140 0.093* 0.027 0.172*
(0.017) (0.061) (0.092) (0.017) (0.063) (0.096)
High school/Vocational school 0.120*** 031 0.235%** 0.120%*** 0.087 0.276***
(0.017) (0.053) (0.090) (0.017) (0.056) (0.098)
Post high school 0.137*** 0.008 0.407*** 0.138 0.077 0.455%**
(0.017) (0.062) (0.099) (0.017) (0.067) (0.109)
University or more 0.225%** 0.085 0.403*** 0.227* 0.188** 0.479%**
(0.017) (0.063) (0.114) (0.017) (0.074) (0.137)
Health Poor -0.001 -0.034 S0k 4 -0.001 -0.035 -0.498***
(ref : very good or good) (0.009) (0.031) (0.052) 0.009) (0.031) (0.052)
Very poor -0.018 -0.008 -0.954*** -0® -0.018 -0.955%**
(0.013) (0.043) (0.075) (0.013) (0.043) (0.075)
Working -0.117%* 0.006 0.069 -0.115%* -0.069 0.@0
(0.013) (0.035) (0.067) (0.013) (0.044) (0.087)
Unemployed -0.045** 0.002 -0.236* -0.047** -0.074 0.298**
(0.022) (0.059) (0.136) (0.022) (0.064) (0.146)
Retired 0.153*** 0.151***
(0.013) (0.013)
Non-transfer income (/£8) -0.050%*** 0.011 0.069*** -0.055*** 0.005 0.067*
(0.005) (0.0112) (0.021) (0.004) (0.015) (0.021)
Public transfers received (/°B) -0.066 0.309** -0.510*** -0.055
(0.076) (0.156) (0.185) (0.348)
Private transfers income (B) 0.064 0.072
(0.129) (0.215)
Number of potential informal lenders 0.005*** 004**
(0.002) (0.002)
Living in an urban area 0.048*** 0.070** -0.281**  0.047*** 0.087*** -0.266***
(0.010) (0.032) (0.054) (0.010) (0.033) (0.055)
Correlation of public transfers with ... 0.000 0.000 0.203*** 0.064
- - (0.075) (0.055)
of private transfers with ... 0.000 0.012
- (0.054)
Number of observations 2,294 2,294
Log likelihood -5113.2 -5086.3

Source: our own calculations, using the TSCS survey.

(1) is a joint model comprising one Tobit equation public transfers, one Tobit equation for pravdtansfers, and one ordered Probit
equation for life satisfaction. (2) is a simultansorecursive model with two Tobit equations and ongered Probit equation, public
transfers being endogenous in the private transfrations and private and public transfers beindpgenous in the life satisfaction
equation. Standard errors are in parenthesesfisaie levels equal to 1% (***), 5% (**), and 100%. Each regression also includes a set
of regional dummies; the ordered Probit equatioriife satisfaction also includes a set of thredhevels.
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Table 5. Therole of transfers given on life satisfaction and financial satisfaction

Variables (1) @) (3)
Life Life Life Financial
satisfaction satisfaction satisfaction satisfaction
Head female 0.098** 0.098** 0.100** 0.121*
(0.048) (0.048) (0.048) (0.048)
Age -0.032*** -0.032*** -0.032*** -0.038***
(0.009) (0.009) (0.009) (0.009)
Age squared (/100) 0.038*** 0.037*** 0.037*** 0.@4**
(0.009) (0.009) (0.009) (0.009)
In couple 0.142* 0.142** 0.144%* 0.294***
(0.055) (0.055) (0.055) (0.056)
Household size -0.006 -0.005 -0.007 -0.009
(0.014) (0.014) (0.014) (0.014)
Education Secondary 0.097 0.098 0.100 0.098
(ref : No education/primary) (0.077) (0.077) (0.p77 (0.078)
Gymnasium 0.156* 0.156* 0.160* 1
(0.092) (0.092) (0.092) (0.093)
High school/Vocational school 0.252** 0.243*** 0.245%** 0.205**
(0.090) (0.090) (0.090) (0.090)
Post high schoal 0.426*** 0.421%** 0.g2+ 0.425*+*
(0.100) (0.100) (0.100) (0.100)
University or more 0.441 % 0.415%** 0.41% 0.504***
(0.106) (0.107) (0.107) (0.107)
Health Poor -0.495%** -0.494*** -0.499%** -0.45%*
(ref : very good or good) (0.052) (0.052) (0.052) 0.062)
Very poor -0.954*** -0.953*** -0.956*** -0.877***
(0.078) (0.078) (0.078) (0.078)
Working 0.026 0.026 0.028 -0.036
(0.060) (0.060) (0.061) (0.061)
Unemployed -0.279** -0.272** -0.272** -0.349%**
(0.120) (0.120) (0.121) (0.122)
Total income received (/18) 0.069*** 0.055*** 0.056*** 0.066***
(0.017) (0.018) (0.018) (0.018)
Transfer decision 0.139**
(0.060)
Amount given (/168) 0.462%+*
(0.135)
Amount of gift/for free (/168) 0.295 0.509%**
(0.189) (0.189)
Amount of loan/exchange (/%) 0.699*** 0.677**
(0.242) (0.241)
Living in an urban area -0.267*** -0.272%** -0.281* -0.209***
(0.052) (0.052) (0.052) (0.052)
Coefficient of correlation 0.698 (0.012)
Test:[life coefs = financial coefs] Chi?(24)=48;%rob=0.0201
Number of observations 2294 2294 2294
Log likelihood -4581.1 -4577.9 -8470.1

Source: our own calculations, using the TSCS survey

(1) and (2) are ordered Probit models, (3) is atdte ordered Probit model. Standard errors apaiantheses,
significance levels equal to 1% (***), 5% (**), aridD% (*). Each regression includes a set of redidoenmies
and a set of threshold levels.
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Appendix

Figure Al. Composition of income and life satisfaction
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Figure A2. Composition of income and financial satisfaction
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