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Chapter 7 

The road ahead for satisfaction 
and policy: philosophical and 
practical issues 

7.1 Introduction 

One of the ultimate objectives of research on self-reported satisfaction is 
to allow for cost-benefit analyses in terms of individual satisfaction levels. 
In the previous chapters, we analyzed how satisfaction is conceptually and 
empirically defined and how it could be used to analyze economic issues. 
In practice however, policy makers as yet make little use of analyses based 
on self-reported satisfaction. This concluding chapter takes a broader look 
at this issue and tries to review some of the philosophical and practical1 

problems that might prevent research on self-reported satisfaction from 
becoming a major tool for policy. 

7.2 Some philosophical problems 

Two main philosophical issues which arise when assessing the use of re
search on self-reported satisfaction are discussed. The first issue is whether 
a government should be interested in self-reported evaluations of individ
uals. Putting this in broader terms: is the quality of life of an individual 
determined by his own evaluations and opinions, or is the quality of life of 
an individual decided by an external authority? 

xThe distinction between philosophical and practical is not very sharp in this chap
ter. The philosofical issues concerns the validity of satisfaction questions. The issues 
concerning the best way to use satisfaction questions are termed practical. 
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The second issue concerns the question of whether self-reported satis
faction can be considered an empirical measurement of the evaluation by 
an individual. The debate then focuses on the meaning of self-reported 
satisfaction and the related question of whether self-reported satisfaction 
is really 'what individuals find important'. After briefly reviewing the first 
issue, we will review two viewpoints on the second issue, i.e., Nozick's 
pleasure machine and Sen's contented slave. 

7.2.1 Who decides on the quality of life? 

The question of how to decide on what a high quality of life is has been 
debated in one form or another for thousands of years. Diener and Suh 
(1998) made a categorization in those who argue that the quality of life 
should be measured by an external authority at the aggregate level without 
direct reference to the opinions and evaluations of individuals, and in those 
who take the opinions and evaluations of individuals as the only measure 
of the quality of life and who therefore take the quality of life of the society 
as a whole to be a function of the quality of life of all individuals. 

In the first group we find some sociologists and economists who assess 
the quality of life of individuals and societies by taking indices of aggre
gate circumstances they find important. As already mentioned in chapter 
1, circumstances like the absence of crime, high literacy levels, high energy 
consumption, the sustainability of current developments, an equitable in
come distribution, many political liberties, etc., are taken as indicators of a 
high quality of life. A society with a high quality of life is then one which is 
able to sustain itself and where there is no crime, inequality, discrimination, 
ignorance, violence, hunger, repression, etc. The analysis of self-reported 
satisfaction is not very relevant to this tradition. Some of these approaches 
are further expanded upon in chapter 1 and in Nussbaum and Sen (1992). 

Many individualistic political philosophies (see Kymlicka (1991)), which 
take the opinions and evaluations of the individual as the measuring rod 
of the quality of life, belong to the second group. 

In classical utilitarianism, as envisaged by Bentham (1798), the sum 
of individual evaluations, called utility or happiness, is the measure of the 
total quality of life in a society. In classical utilitarianism, a society with 
a high quality of life is inhabited by happy inhabitants. 

In the Rawlsian version of liberalism, the evaluation of the citizen who 
is worst of is the measure of the quality of life. The society with a high 
quality of life is then characterized by a system of rights which ensures that 
nobody is very unhappy. 

In libertarianism (as interpreted by the writings of Kymlicka (1991) and 
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Dworkin (1977)), those freedoms that most 'allow individuals to pursue 
their interests', are the measure of the quality of life. A society with a high 
quality of life is then inhabited by individuals who are 'free' and therefore 
happy. 

These three philosophies share the view that the quality of life of a 
society derives from the evaluations of individuals of their circumstances. 
This line of thought is dominant in economics, as reflected by the fact that 
virtually all social choice rules or social welfare functions in the economic 
literature are based on the preferences or the evaluations of individuals. 

Although we make no comment on the relative validity of these lines 
of thought, this book has been written within this latter tradition. Hence, 
the evaluation of the individual is taken to be the measure of the quality 
of his life, and the next question is how well the self-reported satisfaction 
level of the individual reflects this individual's evaluation. 

7.2.2 Nozick's pleasure machine 

The libertarian Nozick (1974) argues that if we were given the option of 
tying ourselves to a 'pleasure-machine' which would satisfy all of our needs, 
most of us would refuse. Nozick argues that this shows that individuals are 
not actually interested in maximum satisfaction or happiness, and that pol
icy makers should not focus on satisfaction and happiness but on informed 
preferences. In short, Nozick does not think that self-reported happiness 
(or satisfaction) is what individuals really find important and hence that 
self-reported happiness is not an evaluation of their own situation. 

There are two problems with Nozick's reasoning. One objection is that 
he makes an empirical claim without empirical evidence. Whether individ
uals try to maximize satisfaction is an empirical question. Throughout this 
book, it has been assumed that individuals strive for maximum satisfac
tion, an assumption which was tested in chapter 6. That analysis suggested 
that individuals' behavior is consistent with the hypothesis that they try 
to maximize satisfaction, but the evidence is admittedly not very strong. 
Further research should settle this issue. 

Secondly, it is questionable whether a pleasure machine can exist at 
all: even if we would agree with Nozick's contention that many individuals 
would not choose to be bound to a machine, this does not imply that 
individuals are not trying to obtain the highest obtainable satisfaction: 
the refusal to be tied to a machine can also mean that individuals want 
their lives to be 'meaningful' and want to feel in control of their own lives. 
Indeed, many psychological studies have found that the ability to control 
one's own life is very important for life-satisfaction (see e.g. Ryff (1989) 
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for a review and empirical evidence on this matter). A pleasure-machine 
hence seems a contradiction in terms. 

7.2.3 Sen's contented slave 

Sen has often expressed his dissatisfaction with the reluctance of main
stream economists to measure individuals' evaluations of their circum
stances. He has attacked economists for over-estimating the measurement 
difficulties and has questioned the reliance of mainstream economists on 
revealed preference methods (see Nussbaum and Sen (1992)). He has often 
argued that individual's evaluation of his circumstances, termed utilities, 
should be measured and not merely assumed (Sen (1987)). 

On the issue of whether self-reported levels of happiness or satisfaction 
can be used to measure individual utilities, however, Sen seems to have 
his doubts: in Sen (1987), he gives the example of the contented slave, 
who, through force and adaptation, has learned to be satisfied with his 
lot. Sen does not think that the high satisfaction level of the contented 
slave should be the sole criterium for' the assessment of the situation of 
the slave, which leads Sen to advocate 'capabilities for functioning' as the 
measure for the evaluation of the individual's circumstances. Why does 
Sen distrust self-reported evaluations, such as self-reported happiness or 
self-reported satisfaction? The following two paragraphs taken from Sen 
(1987) shed some light: 

"The battered slave, the broken unemployed, the hopeless des
titute, the tamed housewife, may have the courage to desire 
little, but the fulfillment of those disciplined desires is not a 
sign of great success and cannot be treated in the same way as 
the fulfillment of the confident and demanding desires of the 
better placed" 

and 

"It is possible to pack more into the notion of happiness than 
common usage will allow, and to see some objective achieve
ments as part of being 'really happy'. If one were somehow 
stuck with having to make do with the notion of happiness, 
and base all evaluation on happiness alone, then this type of 
extension might well form a sensible exercise." 
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The way I read these paragraphs is that Sen makes a distinction be
tween 'learned to be happy' and 'really happy'. Sen's case seems to rest on 
the possibility that self-reported satisfaction does not mean the same thing 
to different individuals, i.e. that a rich and 'free' person who claims to be 
satisfied in reality enjoys a more positive mental state than a slave who 
claims to be satisfied. Again this is a very important empirical claim. Es
sentially, Sen's hypothesis seems to be that self-reported satisfaction gives 
information about the extent that an individual has fulfilled the desires he 
deems attainable. Self-reported satisfaction then does not convey informa
tion about a mental state, but a point on an attainable-desire-scale and 
hence conveys information about the perceived opportunities for becoming 
more satisfied. I will call this interpretation of Sen's arguments the infor
mation hypothesis. Sen's best known empirical evidence is the fact that 
women in underdeveloped regions of East-Asia (Bangladesh) are on aver
age at least as happy as men, despite their much inferior socio-economic 
position (less consumption, more physical abuse, lower social status, etc.). 

To contrast the information hypothesis with the basic assumption of the 
Leyden school that each respondent who claims to be at the same satisfac
tion level enjoys the same positive mental state, consider the following ex
ample: a person earns $1000 dollars in the first month and claims to be 'not 
unsatisfied, not satisfied'. Then, his income rises. In the second month, 
his income becomes $5000 dollars a month and in all subsequent months, 
the income of the individual remains $5000 dollars a month. In the second 
month, the individual claims to be 'very satisfied'. In the third month, 
the individual claims to be 'quite satisfied'. In the fourth month and all 
months thereafter, he claims to be 'somewhat satisfied'. How should we 
interpret the sudden jump and subsequent gradual decline in self-reported 
satisfaction? Consider first the interpretation according to the information 
hypothesis: the 'real' level of satisfaction jumped from period 1 to 2 and 
has remained stable since then. The reported level of satisfaction has gone 
down because the individual has started to be more demanding; he signals 
his belief that more desires are now attainable by reporting a diminishing 
satisfaction level. 

Consider now the explanation of the Leyden school, which is that the 
individual in all periods has correctly reported his 'real' satisfaction level. 
The fact that the reported true satisfaction levels have decreased is due to 
adaptation. The greater desires of the individual have reduced his satisfac
tion, as the current situation has started to become normal, uninteresting 
and therefore unsatisfying. This adaptation phenomenon has been termed 
'preference drift' by Van Praag (1971), but has a long tradition in psychol
ogy, where it has also been termed the 'hedonic treadmill' (Brinkman and 
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Campell (1971)). There is hence a difference in the interpretation of the 
adaptation phenomenon (see the previous chapter for a discussion of the 
adaptation phenomenon). The difference may seem small and subtle, but 
it is a vital distinction: with the information hypothesis, we cannot take 
the reported satisfaction level of the individual as an accurate and interper-
sonally comparable measurement of his actual satisfaction level, whereas 
we can with the assumptions of the Leyden school. With the information 
hypothesis, we have to rely on how the researcher evaluates the circum
stances of the individual and, as we know from chapter one, his opinion 
is likely to differ from the opinion of the individual himself: it was found 
in the Leyden literature, but also by others, such as Callan and Nolan 
(1991) and Benson (1996), that the evaluation of the circumstances of an 
individual differs markedly with the person doing the evaluating. 

We must empirically consider the plausibility of the information hy
pothesis as opposed to the 'mental state-hypothesis', the hypothesis that 
a verbal label denotes the same mental state to everyone in a language 
community2. This is a question of psycho-linguistics. Given that language 
is learned when one is young, the question of the meaning of normative 
verbal labels boils down to the question of how children are taught to use 
normative labels and whether mental states are to some extent observable 
by others. If it is possible for a teacher (parent, family, guardian, etc.) to 
observe the mental state of others, it must be possible to teach a child to 
translate a particular mental state into a normative verbal label. Hence, if 
we can recognize whether a person enjoys a positive mental state or not, 
it seems likely that mental states can be described by normative labels. 

Two psychological findings lend some support to the idea that we 
may to some extent observe the mental state of individuals. Firstly, self-
reported satisfaction levels have been found to correlate strongly with phys
iognomical responses, like the number of smiles per day, the amount of 
brain activity in specific centres, etc. (see e.g. Shizgal (1998) and the ref
erences therein). Given that such responses are often unconscious, it seems 
plausible that they are activated by specific mental states. Secondly, in
dividuals are able to predict the satisfaction level that another individual 
known to them will report in a survey (see Diener and Lucas (1998)). This 

2 Whether individuals will have the same interpretation of normative labels is a differ
ent question. Because language must be functional, it does seem very likely that most 
individuals in a language area interpret normative verbal labels in roughly the same 
way. This was indeed confirmed by Van Praag (1991), who found that individuals share 
a common notion of verbal labels such as 'very good', 'good', 'bad', etc. The fact that 
most individuals will share the same interpretation of normative verbal labels however 
does not tell us what this shared meaning of normative verbal labels is. 
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suggests that we are able to observe the reasons for an individual report
ing a particular satisfaction level. Indeed, it is very common in everyday 
conversation to make observations about the self-evaluation of other in
dividuals without knowing the circumstances of a person intimately, as 
reflected in statements like 'she seems very happy', 'didn't he look mis
erable?', etc. This again suggests that individuals are able to observe 
the mental state of another individual, albeit indirectly and imperfectly 
through body language or perceptions of mood. 

The available evidence from psychology hence seems to give some sup
port to the 'mental-state-hypothesis' (see also Veenhoven (1996) for a dis
cussion of the available evidence). The evidence is not entirely convincing 
though as alternative interpretations of the findings are possible. We pro
ceed therefore from the working hypothesis that it is likely that normative 
verbal labels do convey information as to the mental state of the individual, 
and hence that self-reported satisfaction levels have content. 

7.3 Practical problems. 

Suppose that individual self-reported satisfaction levels are ordinally com
parable, meaningful, reliable, and the only true index of the quality of life 
of individuals. Suppose also that we have an ideal data set through which 
we may know with virtual certainty the effect of every conceivable policy 
on the distribution of satisfaction. What practical problems then arise 
when informing policy? To set the scene, we presume that a policy maker 
wants to maximize a societal welfare function of the following form: 

WgoveTment = G(U(SI) ,U(S 2 ) , . . ,U(SJV)) 

where N equals the number of individuals and W is the social welfare 
function the government wants to maximize. The function W is built up in 
two steps. In the first step, the self-reported satisfaction level of individual 
i, denoted by si} is transformed to an interpersonally comparable cardinal 
utility level u(s;). In the second step, a decision rule G transforms these N 
individual utilities into a single-index score. Both steps raise several issues. 
The issues related to the second step are discussed first. 

7.3.1 What exactly does a government want to max
imize? 

The main issue concerning the decision rule G is whether a government 
should merely sum individual utilities or whether the distribution of utility 



268 Chapter 7 

should also be important. 
In classical utilitarianism, the distribution of utilities is unimportant 

as the aim is to maximize the sum of individual utilities. This implies 
G=sum, and Wg = T,u(si) = T,ui-

In Rawlsian ethics, the distribution of utilities is very important and a 
government aims to maximize the minimum of individual utility. In that 
case G=min, and Wg = min(u(si), ..,u(sN)) = min,«j. 

In a more general version of utilitarianism, one may want to weight 
the utility of different individuals. Then, a government aims to maximize 
a weighted sum of utilities, i.e., Wg = £ « ) * . This is termed additive 
utilitarianism here, which treats classical utilitarianism as a special case 
when each Wi is equal to 1. This latter version of utilitarianism also allows 
for the case that a government would want to maximize the average level 
of utility, in which case Wi = jj. This version also allows for decisions 
which affect many time periods, in which case the weights could depend 
on time. A choice of G therefore implicitly needs to answer questions about 
the weight of the utility of future generations. Although the question of 
weights is still the object of much philosophical and economic debate, we 
approach this from a positive point of view by assuming that some decision-
selection mechanism has led to a government with a particular function G. 
For expositional reasons, it is assumed that a govenment aims to maximize 
the unweighted sum of utilities. 

7.3.2 From s* to Uj 

Suppose that the government knows excactly whose aggregate utility it 
wants to maximize and, informed by the perfect data-analist, has perfect 
information on the causal structure of satisfaction levels. Now, satisfaction 
levels are measured on a scale of 0 to 10 and are not the same as cardi
nal utility levels though: one may doubt whether the difference between a 
satisfaction level of 5 and 6 is the same as the difference between a satis
faction level of 8 and 9. It may well be for instance that individuals avoid 
extremes which would imply that the difference at the end of the scales 
is greater than in the middle. We must translate a satisfaction level onto 
a cardinal scale, i.e., find the function u(.), which will tell us the utility 
spacing between satisfaction levels. 

One approach to the problem of utility spacing between satisfaction 
answers has been to argue that there is a minimum unit of utility, re
ferred to as the 'just perceived increment' or 'just perceptible increase', 
and that each self-reported satisfaction level is a discrete multiple of this 
minimum. See Ng (1996) for a survey of this approach, where the notion 
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of just-perceived increment goes back at least to Edgeworth (1881). One 
could then try to find out how many just perceived increments there are 
between each successive satisfaction answer and via experimentation find 
how much utility there is between each possible satisfaction answer. The 
drawback of this approach is that it rests on the untestable assumption 
that the amount of utility in each just perceived increment is indepen
dent of the current satisfaction level. One could very well imagine that at 
high levels of satisfaction, the just perceived increment in reality denotes a 
bigger change in utility than the just perceived increment at low levels of 
satisfaction. One can make an analogy with the speed of movement: virtu
ally everyone will notice the difference between an object that moves at a 
speed of 5 kilometers and one that moves at 10 kilometers an hour, which 
roughly correspond to walking and running slowly. Fewer individuals are 
able to discern the difference between speeds of 30 and 35 kilometers per 
hour. Yet the difference in speed is the same. Perhaps the same applies 
to utility differences. Hence the perceptibility of differences in utility need 
not correspond to the constant absolute differences. 

An alternative approach to the utility spacing between satisfaction lev
els was pursued by Van Praag (1971), was empirically examined by Van 
Praag (1991) and is also advocated by Parducci (see Parducci (1995)): they 
argue that the differences inbetween possible answers are equally spaced, 
i.e., that there is an equal amount of utility between each successive pos
sible satisfaction answer because individuals interpret such a scale in a 
relative sense. The argument is that individuals can maximize the amount 
of information they give if the different possible answers (verbal labels 
or other descriptors) are equally spaced (Van Praag (1971) and Kapteyn 

(1977)). 
Another argument leading to the same conclusion is that individuals 

translate their utility onto a relative scale when they are faced with a 
question on a (0-10) scale because such scales are used in everyday life. 
Hence, if they treat a questionnaire like any other form of communication, 
as Schwarz (1995) argues they do, the conventions surrounding (0-10) scales 
in other situations, such as marking grades at school, would be relevant in 
this case also. Because (0-10) scales in daily life are used relatively, this 
would also hold for the answers given by individuals. 

If there is an equal amount of utility between each successive possible 
satisfaction answer, the translation of satisfaction numbers into a relative 
scale is the same for each policy problem and each sample of respondents. 
It would mean that the function u(.) is defined up to a linear positive 
transformation: u(a4) = b(a + * ) , whereby a can be any number and 
where the value of b is any arbitrary positive number. We can see that any 
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positive b leads to the same optimal policy for a constant set of individuals. 
The discussion sofar has assumed that a government wanted to max

imize the utility of a given population (either in one period in in many 
periods) and that any policy proposal did not affect the number of indi
viduals in the population. Many policies do however affect the number of 
individuals: whenever a government makes decisions that affect the health 
and activities of individuals, these policies are also likely to lead to a change 
in the number of living individuals in the population concerned. Obviously, 
this will hold for defence policies, health service issues, and major infras-
trucutural programs. It seems like that other policies will also affect the 
number of living individuals. This raises the issue of how to rate the utility 
level of a person who dies as a result of policy?3,4 

One practice is to simply assume a particular value for life, either in 
terms of utility or, more usual, money equivalents: when making a cost-
benefit analysis of projects which are likely to lead to loss of life (like 
extensive military excercises), one can simply assume that a human life 
is worth a particular amount of dollars (for examples, see Groot et al. 
(1998)). This allows a government to calculate the optimal amount of 
money it should spend on safety precautions. When extra safety precau
tions are more costly than the expected value of the gain in life, the safety 
precautions are not taken. 

Similarly, for many organisations who have to take decisions, the value 
of life is decided by the legal system. For instance, when a company is 
found to be responsible for an accident leading to loss of life, courts have 
to decide on the amount of damages paid to the relatives. These potential 
costs lead organisations to take up life-insurances and to make costs to 
avoid risks to employees. The amount of punitive damages companies have 
to pay if they are held legally responsible for the death of an individual 
are explicitly based on the expected income stream of that individual, not 
on the utility decreasing effect of death. A more satisfactory measurement 
of the value of human life is therefore a practically relevant challenge (see 
also Nord (1992), Sloan (1996, ed.), Groot et al. (1998), Cohen (1997), 
and Danis et al. (1988)). 

Another method for finding the value of life is to try and measure the 
implicit value individuals put on life. For instance, patients for whom 

3In terms of the function u(.) this means finding the value of a. 
4Suppose that under policy option A, two individuals survive who each enjoy s{. 

Total welfare then equals VJA=ul + u2 =2b(a + s{). Under policy option B one person 
survives who enjoys sjt with Sj > S; , which leads to W B = b(a + Sj). The optimal 
policy would then depend on the value of a, though not on b: if a = oo for instance, 
then W^ > WB for any value of Sj and Sj. 
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some treatments involve a large risk of death have been asked what risk 
of death they are willing to accept for a particular treatment which would 
yield a certain increase in the quality of their life if it worked (Danis et 
al. (1988) and Sloan (1996, ed.)). In industrial economics, hedonic price 
studies look at the value individuals implicitly put on their life when they 
have to be compensated for taking risks at the workplace (Groot et al. 
(1998)). Similarly, one could ask individuals for the satisfaction level they 
evaluate just as highly as they evaluate death or one could try to find the 
value of life by looking at the satisfaction level at which individuals start 
contemplating suicide. With these approaches, one gets an estimate of the 
ex ante expectation that individuals have of the value of life. Because the 
ex post value of life requires information about what happens when one 
dies, an accurate estimate of the ex post value of life will probably always 
elude researchers. 

7.4 Conclusions 

The main barrier for the use of research on self-reported satisfaction for 
policy problems is the wide scepticism amongst economists, philosophers 
and policy makers, as to the meaning and reliability of satisfaction ques
tions. 

There is a growing psychological, sociological, and economic literature 
though that has, with some success, explained satisfaction answers in terms 
of aggregations of momentary evaluations, and has applied satisfaction 
research to several areas of policy interest. Individual's evaluations of their 
lives are now used as a matter of routine in the health service in order to 
decide on resource allocation. They can be and have been used to measure 
the shadow value of non-traded goods, such as climate, noise pollution, 
police protection, children, etc. They can also be used to identify spill
over effects between individuals, as when individuals compare themselves 
with other individuals and spend inefficient amounts of resources on status 
races (see Prank (1985)). Ultimately, they could be used for almost any 
cost-benefit analysis. 

Many practical problems are still not satisfactorily solved. The value 
of life in terms of satisfaction, the question of how individuals space satis
faction answers, whether individuals actually try to maximize satisfaction, 
and the question of whether individuals' answers are comparable remain 
issues that attract a lot of research, offer exciting new lines of enquiry, and 
regularly yield new insights. Although we could give up in the sight of 
such daunting problems, we may ask what then? Continue to claim that 
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individual utility is immeasurable, and yet carry on measuring 'consumer 
surpluses', 'welfare gains', and other concepts which all need individually 
comparable utilities? Do we assume measurement of utility is impossible 
and simply choose whatever utility function we like, rational or bounded, 
for the theoretical or empirical problem at hand, as is the case in many 
economic papers? Do we deny that individuals understand what satis
faction means and on the other hand claim that individuals consciously 
take decisions that maximize a discounted flow of utility from now to eter
nity? Compared to such common leaps of faith, the practical problems of 
satisfaction measurement seem small and certainly worth further study 

Despite the practical problems therefore, the future of satisfaction re
search in economics seems bright, as there are many more non-traded goods 
to be valued, many spill-over effects to be identified and quantified and 
many cost-benefit evaluations to be made on the basis of satisfaction out
comes. One day, economics will be a satisfied customer of satisfaction 
research. 


