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Abstract

This paper examines the factual relationship between relative consumption and life-satis-
faction. We add to the emerging literature on this matter with a survey study among the 
general public in Turkey. An unique survey was designed by the authors of this paper and 
applied in 12 regions in Turkey with a total of 3008 respondents.

For the degree of relative consumption, we found mixed correlations with life-satisfaction; 
no correlation with consumption compared to family and neighbors and a negative corre-
lation with higher consumption seen among colleagues.
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Özet

Bu çalışma nispi (göreli) tüketim ve mutluluk arasındaki ilişkiyi incelemektedir. Çalışma-
nın yazarları tarafından tasarlanan anketin Türkiye’nin 12 bölgesinde 3008 katılımcıya uy-
gulanması ile ortaya çıkan bulguların gelişmekte olan nispi gelir ve mutluluk yazınına katkı 
vermesi beklenmektedir.

Nispi tüketim ve yaşam memnuniyeti arasında karma korelasyon bulgularına rastlanır-
ken; meslektaşlar arasındaki karşılaştırmaların olumsuz etkisi görülürken, aile ve komşu-
lar arasındaki karşılaştırmaların yaşam memnuniyeti ile ilgili istatistiksel anlamlı bir ilişki 
rastlanmamaktadır.
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1. Introduction

Individuals compare their consumption with the others around. However, standard eco-
nomic theory does not address this social aspect of consumption. The theory assumes that 
individual’s consumption behavior is independent of the consumption choices of others. 
Individuals derive utility from their own consumption, rather than from a combination of 
own and relative consumption.

This comparison effect has been mentioned since the classical economists who were 
aware the fact that individuals are motivated at least partly by concerns about relative posi-
tion. For instance Adam Smith (1937) recognized comparisons as a result of ‘‘passions’’ and 
Karl Marx (1849) mentioned comparisons in order to explain the social aspect of utility. 
Veblen (1899) highlighted the role of comparison by coining “conspicuous consumption” 
term, which refers to the consumption level and composition in relation to the consumer’s 
position in the society. Duesenberry (1949) highlighted the individuals desire to follow 
the consumption behavior of others in order to protect or increase their social status and 
prestige. Later, Frank (1985), Hirsch (1976), Pollak (1976), Van Praag (1968), and Kapteyn 
(1977) discussed ‘interdependent preferences’ that depend on other people’s consumption 
and formalized the notion of ‘relative utility’ into a theory of preference formation.

Easterlin’s (1974) work that gathered nineteen countries (including developed and de-
veloping) during the period since the Second World War II to see the association between 
income and happiness was groundbreaking for the relative income literature. The relative 
income hypothesis basically states that the subjective well being from a given consumption 
level depends on its relative level rather than its absolute level. Following Easterlin’s study, 
there has been a substantial increase in the number of empirical studies on the influence of 
relative income/consumption on life-satisfaction. The majority of these studies have been 
carried out in developed countries due to the greater availability of data. Their findings re-
veal that relative income has significant effects on life-satisfaction (e.g., Clark and Oswald, 
1996; McBride, 2001; Van Praag and Ferrer-i-Carbonell, 2004; Ferrer-i-Carbonell, 2005; 
Luttmer, 2005; Senik, 2009; Layard,  Mayraz, & Nickell, 2010; D’Ambrosio & Frick, 2012; 
Vendrik, 2013).  
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Country case studies on consumption and happiness revealed that consumption 
has a meaning beyond a mere satisfaction of basic needs. Status concerns, the refe-
rence group, the pleasure of consuming, providing for the household basics, and the 
expectation of escaping social marginalization are aspects of consumption that accu-
rately predict people’s happiness (Guillen-Royo, 2008; Hudders and Pandelaere, 2012; 
Wu, 2019).

The relative income theory proposes that people compare their income with those 
of people around them and income comparison includes comparison to others in the 
relevant reference group (social comparisons) as well as and to oneself in the past 
(adaptation or habituation) and future expectations (aspiration).  Social comparison 
theory (Festinger, 1954) indicates that comparisons with themselves (such as evalua-
tion of own personal income for the past, present and future) and with others (such 
as family, relatives and friends) play an important role in assessing and forming social 
reality. 

This paper focuses on comparison aspect of relative income hypothesis. People 
compare themselves with the others, and the comparison is mostly done with the pe-
ople around -to keep up with the Joneses. 

Thanks to the availability of surveys that include questions about reference groups 
(such as neighbors, colleagues, etc.) scholars have been able to analyze the impact and 
direction of social and income comparisons and the interaction effects on life satisfa-
ction (e.g. Mayraz, Wagner and Schupp 2009; Clark and Senik 2010; Goerke and Pan-
nenberg 2015; Dumludag, Gokdemir and Vendrik, 2015). Common survey questions 
are: ‘‘How important is it to compare your income with the reference groups below?’’ 
and ‘‘How do you evaluate your income in regard to these reference groups?’’ Using 
these statements, the scholars mentioned above (except Dumludag et.al., 2015) found 
negative correlations between the perceived importance of social reference groups and 
one’s own life satisfaction. These negative correlations are consistent with the common 
finding that people who often engage in social comparison tend to be less happy than 
people who do not (Schwartz et al.,2002). This tendency does not apply equally much 
for all people, e.g. Mayraz, Wagner and Schupp, (2009) found significant relative inco-
me effects only for males in comparisons with the same sex and the same occupation. 

A limitation of the surveys employed in these studies is that they include direct 
questions on income comparisons rather than relative consumption. This is because, 
income is easier to report and income data (although these may understate some fi-
nancial resources) is available in most of the (larger) datasets. Furthermore, the majo-
rity of studies on relative income have been carried out in developed countries due to 
the greater availability of data. 

The unique survey in this paper allowed us to analyze the relationship between 
relative consumption and life satisfaction directly in a developing economy: Turkey. 
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Our aim with this paper is to contribute to understanding of the relation between 
consumption and happiness by providing direct evidence on relative consumption.  

To our knowledge no other such study has been performed as yet for the Turkish 
case. The numerous studies on consumer expenses typically do not involve questi-
ons about happiness, e.g. Household Budget Survey of the Turkish Statistical Institute, 
while studies on happiness do not include questions on consumption, e.g. the Turkish 
Quality of Life Survey. None of the earlier studies that have linked consumption and 
happiness have inspected the differences between absolute and relative consumption. 

The paper is organized as follows: in section 2 we present our survey study and re-
port on variables and descriptive. Next we analyze the relationships between happiness 
and relative consumption for the whole sample and subgroups such as gender, age and 
income. We discuss the findings and limitations of the study and conclude in section 4.

2. Survey, Variables And Descriptives

2.1. Survey
The survey was conducted between January 2016 and April 2016. In total a representa-

tive sample of 3,008 individuals was selected randomly for face-to-face interviews, across 
12 regions in Turkey, in parallel with the Turkish Statistical Institute classification of level 
2.1 All survey interviews were carried out face-to-face and door-to-door. Within a sele-
cted household, one respondent (not necessarily the head of household) was surveyed. 
The survey took more than 30 minutes to administer due to most respondents requiring 
time to seek documents and make calculations of expenditure on 12 main consumption 
categories. The interviewer asked respondents to answer several series of general questions 
about household and expenses, personal characteristics and life satisfaction. Gender of 
respondents was almost equally split.2 

2.2. Variables and Descriptive
A key advantage of the survey was that it provided information on perceived differences 

in consumption with four reference groups: colleagues/friends, neighbors, relatives and 
family members. In a first question, respondents were requested to indicate the importance 
they attach to consuming more or less than each of the reference groups on a 1-5 scale ran-
ging from “completely unimportant” to “very important”. A second question asked respon-
dents to report the difference they perceive between their own household consumption and 
the level of consumption in each of the reference groups, using a 1-5 scale ranging from 
“much lower” to “much higher”. 

1 Cities in twelve regions are: Istanbul, Tekirdag, İzmir, Bursa, Ankara, Antalya, Adana, Kayseri, Sam-
sun, Trabzon, Erzurum, Malatya, Gaziantep

2 The average happiness of the sample was 6.03 which is close to the average happiness score of 5.8 in 
Turkey (World Database of Happiness, 2018) 
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Table 1 Perceived importance of comparison and perceived relative consumption for 
reference groups 

Reference Group Colleagues 
Friends Neighbors Relatives Family

Perceived importance of comparison (in %)
1 completely 
unimportant 18.9 24.1 22.00 8.00

2 34.2 35.3 33.30 12.80
3 26.7 21.2 22.33 20
4 17.3 16.7 21.00 41.72
5 very important 2.96 2.52 1.46 17.40
Mean 2.51 2.38 2.47 3.48
Standard Error 3.59 1.10 1.09 1.55
Number of 
observations 3010 3010 3010 3010

Perceived relative consumption (in %)
1 much lower 4.12 3.65 3.89 3.09
2 27.21 24.29 26.28 26.92
3 52.79 50.66 50.20 50.83
4 14.19 19.50 17.80 16.05
5 much higher 1.69 1.89 1.83 3.12
Mean 2.82 2.92 2.88 2.89
Standard Error 0.78 0.81 0.81 0.82
Number of 
observations 3010 3010 3010 3010

It can be seen from table 1 that about 59 percent of the respondents find it important 
(rather or very) to compare their household consumption with that of their family mem-
bers. The ratio for comparison intensity was 22.46 for relatives, 19.22 for neighbors and 
20.26 for colleagues and friends. More than 31.33 percent of the respondents perceive their 
household consumption as lower (very low and somewhat lower) than that of colleagues 
or friends. The percentages are 27.94 for neighbors, 30.17 for relatives and 30.01 for family 
members.

The dependent variable used in this study was the subjective enjoyment of one’s life 
as a whole, which is called ‘happiness’ or ‘life-satisfaction’. This concept is delineated in 
more detail in Veenhoven (1984). We measured this variable using responses to the fol-
lowing question: “All things considered, how satisfied or dissatisfied are you with your life 
as a whole, these days?” The answer options were graded from 0 to 10, where 0 indicates 
“completely dissatisfied” and 10 “completely satisfied.” In the survey average life satisfacti-
on on scale o-10 was 6,03 and the standard deviation 2,83. This was higher than the mean 
of 5,58 observed in the 2010 LITS study (Gokdemir 2015) and also higher than the 5.40 
mean observed in the Turkish Eurobarometer survey in 2016 as transformed from a 4-step 
verbal response scale in the World Database of Happiness (Veenhoven 2019)
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We included the following background variables in our study: a) the Big Five persona-
lity traits (Gosling, Rentfrow, & Swann Jr, 2003), b) socio-demographic variables: gender, 
age, age squared, and household size, marital status, number of children, education, and 
c) the socio-economic variables employment and, price levels, and d) region controls and 
finally household consumption: “How many Turkish Lira did your household spend last 
month?” was asked as an open question.. Means and standard-deviations of socioecono-
mic, sociodemographic and financial variables are presented in the Appendix.

3. Analysis

We used the following baseline model to assess the relation between life-satisfaction and 
perceived relative consumption: 3

 

        

where Si is the life satisfaction of respondent i, Ii
Rj is a measure of the 

perceived importance of the consumption level of reference group j, Yi
Rj is 

a vector or scalar measure of the perceived household consumption relative 
to reference group j, Ci is household consumption. The interaction terms of 
perceived importance and relative consumption Ci

Rj are also included in the 
model for estimation (1). The set of reference groups incorporated in mo-
del (2) included colleagues, family members, relatives and neighbors. The 
reference groups are in parallel with the existing surveys to be comparable 
with the findings of the research in the literature.   

Table 2. OLS Estimates of Coefficients of Ordinal Variables 

 All Sample Female Male

Dependent variable: Estimated Standard Estimated Standard Estimated Standard

Life satisfaction (0-10) Effect Error Effect error effect Error
Consumption in 
comparison to 
colleagues

- 0.341 0.351 0.067 0.506 - 0.484 0.485

Consumption in 
comparison to 
neighbors

0.412 0.449 0.534 0.667 0.388 0.599

3 All the results presented in this paper were substantively the same whether OLS or an ordinal level te-
chnique (ordered probit) was used, the results of ordered probit regressions are available to researchers 
upon request.
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Consumption in 
comparison to relatives 0.064 0.438 - 0.565 0.618 0.535 0.605

Consumption in 
comparison to family -0.080 0.435 - 0.499 0.602 0.038 0.625

Importance of 
comparison with 
colleagues

- 0.374** 0163 - 0.196 0.223 - 0.422* 0.231

Importance of 
comparison with 
neighbors

0.269 0.206 0.314 0.278 0.234 0.293

Importance of 
comparison with 
relatives 

0.092 0.198 - 0.280 0.259 0.354 0.287

Importance of 
comparison with 
family

- 0.341 0.351 0.090 0.169 0.108 0.178

Ln consumption 0.104 0.147 0.141 0.206 0.050 0.206

Importance of 
comparison 
with colleagues 
x Consumption 
in comparison to 
colleagues (interaction 
effect)

0.101** 0.049 0.034 0.070 0.130* 0.068

Importance of 
comparison 
with neighbors 
x Consumption 
in comparison to 
neighbors (interaction 
effect)

- 0.097 0.061 - 0.075 0.081 - 0.059 0.088

Importance of 
comparison 
with relatives x  
Consumption in 
comparison to relatives 
(interaction effect)

-0.003 0.060 0.055 0.078 - 0.060 0.089

Importance of 
comparison with 
family x  Consumption 
in    comparison to 
family (interaction 
effect)

-0.025 0.040 0.016 0.054 - 0.047 0.058

Observations 3006 1498 1512

R-squared 0.103   0.125   0.131  
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Controls: age, age2, (for the all sample) education gender, number of children, household size, single, 
separated and divorced, widowed, married (ref), unemployed, housewife, retired, student, employed 
(ref), car ownership, room number, residence ownership, borrowed, spend savings, saved money, neit-
her borrowed nor saved (ref), region price, region dummies, personal characteristics (big 5)

Table 2 includes estimations for relative income effect on life satisfaction for the full 
sample and for female and male subsamples. The estimations include importance of com-
parison, consumption evaluation variables and interaction terms.

The results of the first estimation (for the full sample) revealed that among relative con-
sumption variables only attaching high importance to comparison with colleagues was sta-
tistically significant and this had a negative correlation with life satisfaction. The negative 
sign of the estimates of the coefficient  of in the model was in line with previous literature 
on effects of perceived importance of reference groups on subjective well-being (May-
raz, Wagner & Schupp, 2009; Clark & Senik, 2010; Goerke & Pannenberg, 2013, 2015). 
Among the interaction terms only one variable was statistically significant; attaching a 
high importance of comparison with colleagues and perceiving to have a higher household 
consumption than colleagues had a significant and positive correlation with the life satis-
faction of the respondent. A second estimation for the female subsample revealed that no 
variable, including interactions, was statistically significant. The regressions of the male 
subsample demonstrated similar results to those of the full sample with slightly higher 
coefficients.   

Thus, according to our findings, our respondents in general, and males in particular, 
were less satisfied with their life when they compared their consumption with their col-
leagues; however, in addition to comparison intensity, respondents were happier if they 
consumed more than the reference group.

As generally known, social comparison consists of upward and downward comparisons 
(see e.g. Weiss and Fershtman 1998; Festinger 1954; Suls, Martin & Wheeler, 2002; Knip-
penberg 1989; Tajfel & Turner 1979). Upward comparison refers to comparing one’s self 
with others who are doing better, whereas downward comparison refers to comparing with 
others who are doing worse. Interaction terms revealed that downward comparison (when 
attaching an importance to the comparison) had a positive impact on one’s life satisfaction. 

Table 3. OLS estimates of coefficients of ordinal variables for reference groups among age 
categories

 18-29 30-44 45+

Dependent variable: Estimated Standard Estimated Standard Estimated Standard

Life satisfaction (0-10) effect Error Effect error effect error
Consumption in comparison 
to colleagues 0.268 0.658 -0.502 0.667 -0.484 0.560

Consumption in comparison 
to neighbors -0.094 0.808 0.912 0.804 0.519 0.731
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Consumption in comparison 
to relatives 0.465 0.675 0.450 0.883 -1.014 0.747

Consumption in comparison 
to family 0.349 0.744 0.912 0.804 0.250 0.792

Importance of comparison 
with colleagues 0.007 0.303 -0.468 0.302 -0.594** 0.265

Importance of comparison 
with neighbors 0.130 0.362 0.417 0.364 0.284 0.344

Importance of comparison 
with relatives 0.119 0.333 0.295 0.359 -0.212 0.330

Importance of comparison 
with family 0.277 0.208 -0.164 0.220 0.245 0.230

Ln consumption 0.032 0.278 0.039 0.249 0.140 0.253
Importance of comparison 
with colleagues x ln 
consumption in comparison 
to colleagues (interaction 
effect)

0.024 0.084 0.073 0.093 0.174** 0.085

Importance of comparison 
with neighbors x ln 
consumption in comparison 
to neighbors (interaction 
effect)

-0.027 0.108 -0.159 0.106 -0.104 0.100

Importance of comparison 
with relatives x ln 
consumption in comparison 
to relatives (interaction 
effect)

-0.093 0.010 0.001 0.107 0.108 0.100

Importance of comparison 
with family x ln 
consumption in comparison 
to family (interaction effect)

-0.071 0.067 0.078 0.070 -0.060 0.077

Observations 942 980 1084

R-squared 0.148 0.104 0.118

Controls: education gender, number of children, household size, single, separated and divorced, 
widowed, married (ref), unemployed, housewife, retired, student, employed (ref), car ownership, room 
number, residence ownership, borrowed, spend savings, saved money, neither borrowed nor saved 
(ref), region price, region dummies, personal characteristics (big 5)

The correlation between relative consumption and life satisfaction for different age 
categories is shown in Table 3. Interestingly none of comparison intensity and relative 
consumption variables are statistically significant for the categories aged 18-29 and 30-
44. For the category aged 45 and above, the estimations results revealed that, in parallel 
with the full sample, high importance was attached to consumption comparison with 
colleagues was statistically significantly related to lower life satisfaction. Looking at the 
interaction terms, as with the results of the full sample, attaching a high importance to 
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comparing oneself with colleagues and perceiving yourself to have higher household 
consumption than your colleagues, was positively and significantly related to the life 
satisfaction of a respondent. 

Table 4. OLS estimates among 45+ aged (retired people excluded)

Dependent variable: Estimated Standard

Life satisfaction (0-10) effect error

Ln consumption in comparison to colleagues -0.933 0.786

Ln consumption in comparison to neighbors -0.213 1.033

Ln consumption in comparison to relatives 0.430 1.047

Ln consumption in comparison to family 0.201 0.947

Importance of comparison with colleagues -0.591* 0.356

Importance of comparison with neighbors 0.087 0.450

Importance of comparison with relatives 0.044 0.439

Importance of comparison with family 0.190 0.280

Ln consumption 0.310 0.278

Importance of comparison with colleagues x ln consumption in 
comparison to colleagues (interaction effect) 0.162 0.109

Importance of comparison with neighbors x ln consumption in 
comparison to neighbors (interaction effect) 0.005 0.129

Importance of comparison with relatives x ln consumption in 
comparison to relatives (interaction effect) 0.007 0.128

Importance of comparison with family x ln consumption in 
comparison to family (interaction effect) -0.065 0.089

Observations 761

R-squared 0.142

Controls: education gender, number of children, household size, single, separated and divorced, 
widowed, married (ref), unemployed, housewife, retired, student, employed (ref), car ownership, room 
number, residence ownership, borrowed, spend savings, saved money, neither borrowed nor saved 
(ref), region price, region dummies, personal characteristics (big 5) 

It could be possible that people who retire at the age of 65 and 67 or even earlier (due 
to previous social security system regulations) may have lost their interest following 
their colleagues after retirement. Therefore, as a next step we excluded retired respon-
dents (around 323 respondents and run the regressions again. The findings presented in 
table 4 reveal that there was no significant change in the results for relative consumption 
variables. 
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4. Discussions And Conclusion

With respect to perceived importance of relative consumption, we found a significantly 
negative association between life-satisfaction and the importance our respondents atta-
ched to achieving similar levels of consumption as their colleagues. This finding fits the 
notion that extrinsic motivation works out negatively on life-satisfaction (Mayraz, Wagner 
& Schupp, 2009; Clark & Senik, 2010; Goerke & Pannenberg, 2015) To our surprise we 
found no significant correlation between a person’s life-satisfaction and the importance at-
tached to two other reference groups; neighbors and family. One explanation may again be 
in the effect of comparison on happiness that Turkish people typically prefer not to stand 
out from their neighbors and family. Our findings also show that social comparison is a 
less universal tendency than has been assumed on the basis of studies done in developed 
economies. 

On the other hand, the cross-sectional data used here cannot be used to inform us about 
the direction of causality behind the observed statistical relationships. For instance un-
happy people may tend to compare themselves much more with the others, because they 
expect that they could improve their affective state with a higher consumption level. The 
causal mechanisms we have suggested sound plausible, but to support these ideas, we need 
to carry out an empirical check for which we will need longitudinal data that allow us to 
do a fixed effect analysis. 

The relationship between consumption and life-satisfaction appears to be more compli-
cated than commonly assumed. Empirical research shows different correlations across and 
within countries, which are open to different interpretations. In this case of contemporary 
Turkey, consuming more than ‘the Jones’ appears to be unrelated to life-satisfaction. 

Although the cross-section nature of the dataset restricts the explanatory power of the 
study in regard to effect (rather than correlation) and causality, our findings highlight the 
debate that whether social comparison is a less universal tendency than has been assumed 
on the basis of studies done in developed economies. The findings are another blow to the 
Easterlin Paradox (1974) for which the new available data show that it describes the excep-
tions rather than the rule (e.g. Veenhoven & Vergunst 2014).
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Appendix 

Table A1  Descriptives 

Mean St. Dev. Min-Max

Consumption

Household Consumption 2224,72 1079,177 500-12000

 
Possessions 
Car ownership 0,27 0,444 0-1

 Room number 3,52 0,719 1-10

Residence ownership 0,56 0,496 0-1
 
Saving

Household Savings 0,84 2,017 0-8

Borrowed 0,26 0,440 0-1

Spend savings 0,12 0,328 0-1

Saved Money 0,18 0,383 0-1

Neither borrowed nor saved 0,44 0,496 0-1

 
Life Satisfaction 6,03 2,826 0-10
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Background variables

Age 38,87 14,023 18-87

Education 3,61 1,340 1-6

Gender 0,50 0,500 0-1

Number of children 1,48 1,485 0-11

Household size 3,73 1,460 1-13

Household Income 2614,23 1801,728 500-20000
 
Marital Status

Single 0,32 0,465 0-1

Widowed 0,04 0,196 0-1

Divorced 0,03 0,159 0-1

Live separate 0,00 0,041 0-1
 
Employment

Unemployed 0,02 0,156 0-1

Housewife 0,22 0,416 0-1

Retired 0,11 0,311 0-1

Student 0,10 0,300 0-1

Employed 0,54 0,498 0-1


