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A B S T R A C T

Evidence on the relationship between wealth and happiness is mixed, hinting that there are situational or 
individual factors that account for the variability in results. This paper contends that wealth is in fact 
related to happiness. More specifically, it is proposed that poverty –as well as other adverse situations– has 
an undermining effect on happiness, and that this effect is attenuated by a collectivist orientation. Analyses 
of variance (ANOVAs) using data on happiness, wealth and culture from 197 countries, supplemented by a 
meta-analysis of empirical studies that explore the relationship between wealth and perceptions of 
happiness, support the hypothesized relationship between adversity and happiness, and the moderating 
effect that collectivism has on such relationship.
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Pobres y afligidos pero felices: efectos moderadores de índole cultural 
y situacional en la relación entre riqueza y felicidad

R E S U M E N

La evidencia sobre la relación entre riqueza y felicidad es confusa, sugiriendo que existen factores situacionales 
o individuales que explicarían la variabilidad de resultados. Este trabajo propone que la riqueza sí está relacio-
nada con la felicidad. Más específicamente, se propone que la pobreza —al igual que otras situaciones adver-
sas— tiene un efecto negativo sobre la felicidad, y que este efecto se ve atenuado por una orientación colecti-
vista. Análisis de varianza, usando datos de felicidad, riqueza y cultura de 197 países, complementados por un 
metanálisis de estudios empíricos que exploran la relación entre riqueza y felicidad, soportan la relación hipo-
tetizadas entre adversidad y felicidad, y el efecto moderador que el colectivismo tiene sobre tal relación.

© 2013 Universidad ICESI. Publicado por Elsevier España. Todos los derechos reservados.

Pobres e angustiados, mas felizes: moderadores situacionais e culturais 
da relação entre riqueza e felicidade

R E S U M O

A evidência sobre a relação entre riqueza e felicidade é confusa, sugerindo que existem factores situacionais 
ou individuais que explicam a variabilidade de resultados. Este trabalho propõe que a riqueza está relacionada 
com a felicidade. Mais especificamente, propõe-se que a pobreza – tal como outras situações adversas - tem 
um efeito negativo sobre a felicidade, e que este efeito é atenuado por uma orientação colectivista. Análise de 
variância (ANOVAs) utilizando dados de felicidade, riqueza e cultura de 197 países, complementados por uma 
meta-análise de estudos empíricos que exploram a relação entre riqueza e felicidade, suportam a relação hi-
potética entre adversidade e felicidade e o efeito moderador que o colectivismo tem sobre tal relação.

© 2013 Universidad ICESI. Publicado por Elsevier España. Todos os direitos reservados.
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“I don’t care too much for money, money can’t buy me love”
Paul McCartney, 1964.

1. Introduction

Lay people’s beliefs, philosophies, religions, and folklore tend to 
dismiss wealth or material well-being as valid sources of such central 
human affects as love or happiness. And yet, there is significant 
evidence supporting the notion that happiness does relate to 
economic well-being, such that increasing wealth is positively 
associated with enhanced perceptions of happiness (Csikszentmihalyi, 
1999; Diener, Diener & Diener, 1995; Mentzakis & Moro, 2009; 
Michaelson, Abdallah, Steuer, Thompson, Marks, Aked, et al., 2009). 
Such evidence, however, is often mixed or openly contradictory. 
Many studies suggest that there is no direct relationship between 
wealth and happiness, that returns in happiness diminish as people 
accumulate more and more possessions (Csikszentmihalyi, 2000a; 
Van Boven, 2005), and that happiness could actually decrease after a 
certain threshold in the level of material well-being. Overall, 
increasing income and correspondingly intensive consumerism have 
proven quite ineffective—or at least inefficient—in improving 
people’s happiness over time (Myers, 2000). This intriguing paradox 
has called for alternative, and often opposing, economical (Easterlin, 
1974, 2001; Frey & Stutzer, 2002; Tella & MacCulloch, 2008; Tideman, 
2001; Veenhoven & Hagerty, 2006), psychological (Buchanan, 1991; 
Day & Maltby, 2003; Deci & Ryan, 2000; Diener & Selicman, 2006; 
Steel & Ones, 2002), or sociological (Ahuvia, 2002; Csikszentmihalyi, 
2000b; Diener & Diener, 1996; Lynn & Steel, 2006; Van Boven, 2005) 
explanations that attempt to identify situational or individual factors 
that moderate the basic relationship between richness and happiness. 

Based on a literature review, this paper contends that wealth is in 
fact related with happiness, albeit not linearly. That is, increasing 
wealth is indeed related to increasing perceptions of happiness, 
especially if you are not very wealthy. More specifically, it is proposed 
that poverty—as well as other adverse situations, such as violence or 
social turmoil—has an undermining effect on happiness. This 
negative relationship between adversity and happiness, however, is 
attenuated by a collectivist orientation, such that collectivist people 
achieve higher levels of happiness than more individualist people 
under adverse environmental conditions. To test these assertions, 
analyses of variance (ANOVAs) were conducted using data on 
happiness, wealth and culture from 197 countries. Results from these 
analyses were further extended by means of a meta-analysis of 
empirical studies that explore the relationship between wealth and 
perceptions of happiness at a national level. Taken together, results 
from both studies support the hypothesized (negative) relationship 
between adversity and happiness, and the moderating effect that 
collectivism has on such relationship. This paper discusses potential 
implications of these results, proposes generalizations and 
extrapolations to other areas, and suggests future venues to further 
develop this research.

2. Theoretical and empirical antecedents

Much more than a simple feeling or emotion, happiness is a state 
of mind that should be sought actively by means of reason and 
conscious actions, making it the consequent reward for a balanced 
and harmonious life and the natural goal for a lifespan of virtuous 
discipline (McMahon, 2006). An elusive goal, indeed; the quest for 
happiness is as old as mankind, and philosophers and scholars have 
been (unsuccessfully?) trying to grasp its meaning for millennia. 
Despite thousands of pages on the subject, happiness remains a 
diffuse construct, and it could have as many definitions as there are 
authors devoted to its study. Previous research has alternatively—
and interchangeably—used “satisfaction”, “subjective well-being” 
(SWB), and “happiness” as analogous concepts (Borrero, 2010). 

Furthermore, happiness is associated with both an objective self-
assessment of the personal situation and the environmental 
conditions, and with a subsequent subjective feeling of well-being 
(Veenhoven, Linley & Joseph, 2004). Consistent with these views, 
and adhering to recent studies that assume that SWB or reported 
satisfaction with life are proxies for happiness (Steel & Ones, 2002), 
this paper deems happiness as synonymous to life satisfaction or 
SWB.

2.1. Wealth versus happiness

Happiness is a cognitive and affective self-evaluation of a person’s 
life (Diener et al., 1995). For this evaluation to be positive (i.e., for 
someone to be happy), a person has to exert free will and feel that 
she is in control (Reich & Diener, 1994). Inevitably, in a world 
influenced by material well-being, control relates directly to wealth: 
being in control implies having the means to do it. Studies on 
happiness, therefore, tend to approach happiness in a utilitarian 
fashion that attributes a causal effect of wealth on happiness 
(Csikszentmihalyi, 1999, 2000b). Results are mixed, however: 
whereas in many cultures there is a positive relationship between 
improvements in life conditions and higher SWB, there is also plenty 
of evidence showing that happiness is not proportional to the 
number of possessions, and there is a threshold past which no 
further improvement in happiness perceptions is gained, regardless 
of higher income or material standards (Easterlin, 1974, 2001), a 
phenomenon that is usually referred to as the “Easterlin Paradox”.

Still, many people persist in acquiring more and more things in an 
often futile attempt to be happier, especially in materialist, western-
world countries. Even if some of these people do feel happier when 
they increase their material standards, the cost/benefit relationship 
becomes progressively unfavorable. That is, exacerbated materialism 
and consumerism have proven to be ineffective—or at least, 
inefficient—as a means to produce happiness (Borrero, 2010; Sujan, 
2008), as shown by the Easterlin Paradox. A possible explanation for 
this failure comes from needs theories that assert that people are 
inherently dissatisfied (Csikszentmihalyi, 1999, 2000a). Rather than 
feeling satisfied, as soon as a person attains a material goal she will 
naturally look for a higher (more costly) goal. This will cause 
dissatisfaction, not only because there will always be something 
more to look for, but also because of social comparison, given that 
there will always be someone else with a higher income or more 
possessions than her. So, even if material well-being contributes to 
increased happiness, it is clearly insufficient and something else is 
missing (Van Boven, 2005). If behavior is mainly driven by 
existentialist needs (Maslow, 1962), any increase in material well-
being will contribute to satisfy survival and subsistence needs and 
will therefore make people happier. 

Once these basic needs are satisfied, however, fulfillment of 
higher-order needs will become more important, which could 
account for the diminishing returns of increasing wealth. Also, there 
could be a point where security, a classic lower-order need, might 
suffer as a consequence of accumulating goods. Ironically, rising 
aspirations, relative income differences and security gains might 
cause wealthy people to feel insecure (i.e., unhappy) because they 
are worried about protecting all their possessions, which would 
explain why some people actually feel unhappier when they become 
richer (Graham, 2009). As income increases, aspirations also increase, 
such that relative—rather than absolute—levels of income matter 
determine well being, once basic needs are met.

2.2. Adversity versus happiness

On the other hand, purchasing things can sometimes substitute 
for more meaningful activities that help people cope with adverse 
situations. After the 9/11 attacks, for instance, US citizens bought 



4 S. Borrero et al / Estudios Gerenciales 29 (2013) 2-11

goods in record quantities, following a presidential directive to “go 
out shopping” (Arndt, Solomon, Kasser & Sheldon, 2004). When 
consumers went out shopping, many were satisfying a short-term 
goal of getting pleasure from buying things, in lieu of more 
meaningful experiences that could effectively deal with the distress 
of a terrorist threat, such as gathering with family and kin, or seeking 
refuge in intellectual or spiritual experiences. This calls for some 
research on the direct effect that distressful or otherwise adverse 
situations can have on people’s happiness, and how people deal with 
such adversity. Take Colombia, for instance, a country that has also 
had to deal with ongoing terrorist threats. It is unlikely that buying 
things would be Colombians’ first option to deal with a terrorist 
threat. Interestingly, a relatively poor country like Colombia scores 
consistently higher than the US in several happiness ratings (Diener 
et al., 1995; Inglehart, 2007; NEF, 2007; Veenhoven & Kalmijn, 2005), 
suggesting that there are cultural characteristics that help people 
cope with adversity and help them feel happy, and that have to be 
included in the analyses for a better understanding of the 
phenomenon. That is, the mixed results concerning wealth as a 
predictor of happiness could be related to situational or cultural 
specificities that account for a large percentage of the variance in 
happiness perception (Howell & Howell, 2008). This paper 
investigates how culture interacts with both situation and income, 
and what impact this has on happiness.

2.3. Collectivism versus happiness

A promising approach for a better understanding of the 
relationship between national culture, wealth, happiness and 
adversity, involves contrasting happiness-wealth patterns in 
different countries within an individualist/collectivist framework 
(Hofstede, 1980, 1983, 2007). Collectivism—and its opposite, 
individualism—refers to the degree to which individuals are 
integrated into groups (Triandis, 1989). Whereas in individualist 
cultures social ties are loose, everyone is expected to look after 
herself, and individual success is praised, collectivist cultures 
promote integrated groups, extended families, and loyalty. 

Given this bipolar dimension, it is tempting to assume that people 
living in a collectivist setting, surrounded by friends and family, are 
more likely to feel happy than individualist people, which would 
explain why a poor—and highly collectivist—country like Colombia 
achieves higher happiness ratings than a rich—and highly 
individualist—country like the US. It is not that simple, though. 
Intriguingly, some previous studies have found that collectivism is 
not necessarily associated with higher perceptions of happiness, and 
that individualist cultures are actually happier (Diener et al., 1995). 
Similar to the mixed results pertaining wealth and happiness, these 
counterintuitive results suggest that the relationship is more 
complex, and that the interaction(s) between collectivism and other 
factors could better explain the variance in happiness perceptions 
than simply looking at main effects. This notion is further suggested 
by the fact that the lower end of the wealth-happiness spectrum 
shows much more variability both in perceptions of happiness and in 
types of culture than the opposite end (Borrero, 2010). Whereas rich 
nations tend to be clearly individualist, poor countries tend to be 
collectivist but not so distinctively. Such wider dispersion found 
among poor nations, relative to the wealthier ones, indicates that 
wealth or collectivism are not enough by themselves to determine 
how happy people are.

Cross-cultural research might shed some light on this issue. For 
instance, it has been suggested that collectivism works as a survival 
mechanism in poor countries, helping people cope with the adverse 
situations they have to face every day (Ahuvia, 2002). In the absence 
of government-provided safety nets, friends and kin matter more to 
well-being than health, employment or personal assets (Graham, 
2009). In wealthier countries, however, a collectivist orientation 

would be inconsistent with the prevailing cultural pressures to 
achieve personal and economic success on an individual basis. That 
is, whereas collectivism might contribute to happiness in poor 
countries, it could actually make individualist people unhappier, 
especially if they have to face an adverse situation. In other words, 
provided you are an individualist, money could actually buy you 
some happiness. 

3. The present research

In short, there is a positive relationship between wealth and 
happiness, and this relationship is stronger in poor(er) nations given 
the relative dissatisfaction of existentialist needs. As explained by 
hierarchical needs theories, any improvement in income levels will 
result in more happiness for poor people, but increasing wealth will 
eventually reach a point where satisfaction of sheer basic needs will 
give way to higher-order priorities. Therefore, the positive 
relationship between wealth and happiness is not linear but rather 
the result of a logarithmic function of wealth (Deaton, 2008; 
Stevenson & Wolfers, 2008), such that progressively higher levels of 
income result in decreasing yields of happiness, until a plateau is 
reached when no significant improvement in happiness can be 
achieved by means of additional wealth. That is,

H1: wealth is positively related to happiness.
H1a: the positive relationship between wealth and happiness is 

stronger for less wealthy people than for wealthier people.

Although needs theory helps explain the diminishing returns 
effect on the relationship between wealth and happiness, the wider 
dispersion in happiness measures at the poorer end of the spectrum 
suggests that there are other situational or personal variables 
involved in this relationship, and that need theory by itself is 
insufficient to solve the Easterlin riddle. Given the role that 
collectivism has shown as a survival mechanism in poor countries, 
this paper extends these findings to suggest that, more generally, 
collectivism is a compensating mechanism not only for lack of 
material standards but for other forms of adversity as well. That is, 
adverse situations, in general, such as poverty or living in a turbulent 
environment, have an undermining effect on happiness. Therefore,

H2: adversity is negatively related to happiness.
H2a: poverty is negatively related to happiness.
H2b: turmoil is negatively related to happiness.

A collectivist orientation, however, acting as a social survival 
mechanism, compensates for such adverse environments and result 
in an increased perceptions of happiness, relative to an individualist 
orientation. Therefore,

H3: the negative relationship between adversity and happiness is 
negatively moderated by collectivism.

H3a: the negative relationship between poverty and happiness is 
negatively moderated by collectivism.

H3b: the negative relationship between turmoil and happiness is 
negatively moderated by collectivism.

4. Methodology

4.1. Study 1 – Global data analysis

To test the hypotheses, data on happiness, wealth and culture, at 
the national level, were searched and retrieved from publicly 
available databases. Measures on happiness, life satisfaction, Gross 
Domestic Product (GDP), Gross National Income (GNI), violence/
peace indexes, and collectivism/individualism were computed and 
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contrasted by means of regression analysis and ANOVAs. In total, 
data from 197 countries were included in the analyses. Available data 
varied across variables, with a maximum of 194 measures for 
intentional homicide rate (a proxy for turmoil) and a minimum of 65 
for collectivism. Besides testing the direct effect of wealth and 
adversity on happiness, the study tested the moderation of 
collectivism on these relationships. Descriptive statistics, correlations, 
OLS regressions and ANOVAs were conducted using SAS and STATA 
software. 

4.1.1. Study 1 – Operationalization
National Happiness (HAPP) is the criterion. Consistent with 

previous research (Steel & Ones, 2002), Life Satisfaction (LS) was 
chosen as an indicator of national happiness. Values for LS were 
obtained from the Happy Planet Index (HPI) (NEF, 2009), the World 
Database of Happiness (WDH) (Veenhoven, 2007), and the World 
Values Survey (WVS) (Inglehart, 2007; WVS, 2009). National 
Happiness (HAPP) is the criterion. Consistent with previous research 
(Steel & Ones, 2002), Life Satisfaction (LS) was chosen as an indicator 
of national happiness. Values for LS were obtained from the Happy 
Planet Index (HPI) (NEF, 2009), the World Database of Happiness 
(WDH) (Veenhoven, 2007), and the World Values Survey (2009) 
(Inglehart, 2007).

Wealth (WLTH) and adversity (ADV) are the predictors. Wealth 
was indicated by Gross Domestic Product per capita (GDP) and by 
Gross National Income per capita (GNI) from the World Bank’s (WB) 
database (WB, 2010, 2011). Adversity was proxied by the Global Peace 
Index (GPI), a composite measure computed from 23 indicators that 
include measures of internal and external wars, criminality, political 
instability, imprisonment, military and police forces, and weapons 
industry (Institute for Economics and Peace, 2011).

National Culture (CULT) is the moderator, on a 0 (most individualist) 
to 100 (most collectivist) scale, obtained from Hofstede’s cultural 
dimensions (Hofstede, 2011).

4.1.2. Study 1 – Data analysis 
Descriptive statistics and pair-wise correlation coefficients were 

obtained for all relevant variables, and predictors and criterion 
values were plotted in scatter-plot graphs. To test for the hypothesized 
main effects and moderation testing (Baron & Kenny, 1986), the 
criterion (HAPP) was regressed on its original predictor (WLTH), its 

potential moderator (CULT), and the interaction between these 
variables. Considering that the relationship between wealth and 
happiness is better described as a function of the logarithm of per 
capita income, rather than absolute income (Deaton, 2008; Stevenson 
& Wolfers, 2008), the wealth term in the regression equation was 
computed as lnWLTH (log of wealth), both for the direct relationship 
between wealth and happiness as for its hypothesized interaction 
with cultural orientation. That is, a linear regression was conducted 
using lnWLTH as the independent term. Per this model, the effect of 
lnWLTH on HAPP is linear, even though the predicted effect of WLTH 
on HAPP is not linear, so an OLS regression is still an appropriate 
choice (UCLA, 2012). The complete regression equation is therefore,

          HAPP = β0 + B1lnWLTH + β2CULT + β3lnWLTH × CULT + ε (1)

where the βi terms are the parameter coefficients and ε is the 
error term. Given the possible existence of heteroskedasticity 
because of the cross-sectional nature of the data, which might 
invalidate the tests of significance if the modeling errors are assumed 
to be uncorrelated and normally distributed, the regression analysis 
was corrected per White’s test (White, 1980). 

Analyses of variance were also conducted for the standardized 
values of wealth (ZWLTH) and adversity (ZADV), obtained by centering 
WLTH and ADV about their means and then dividing them by their 
standard deviation (SD). This facilitates plotting and interpretation of 
effects at meaningful values such as the mean—which takes a value 
of zero—or at specific values of +/- SD (Dawson & Richter, 2006; 
Waller, Williams, Tangari & Burton, 2010; West, Aiken & Krull, 1996). 
The ANOVAs thus permit contrasting the significance and relative 
effect of the moderator on the relationships between the predictors 
and the criterion, by plotting the least squares means (LSM) at -1 SD 
and +1 SD, respectively, about a standardized mean of ZWLTH=0 or 
ZADV=0.

4.1.3. Study 1 – Results
Table 1 summarizes the descriptive stats and pair-wise 

correlations for all relevant variables. The direct relationships 
between the most relevant variables are illustrated in the scatter-
plots in Figures 1-3. Measures for LS were consistent across the HPI 
(NEF, 2009), WDH (Veenhoven, 2007), and WVS (Inglehart, 2007; 
WVS, 2009) indexes. Likewise, GDP and GNI yielded consistent 

Table 1
Study 1 – Descriptive statistics and pair-wise correlations

Descriptive statistics

  LS (HPI) LS (WDH) LS (WVS) GDP (WB) GNI (WB) GPI (IEP) COLL (HCD)

N 143 94 82 141 169 139 65

Min 2.45 3.20 3.87 0.67 0.15 1.20 9.00

Max 8.50 8.20 8.49 60.23 84.64 3.34 94.00

Mean 5.92 6.06 6.51 11.27 10.93 1.95 55.89

SD 1.37 1.24 1.18 12.06 16.19 0.46 24.35

Pairwise correlations

  LS (HPI) LS (WDH) LS (WVS) GDP (WB) GNI (WB) GPI (IEP) COLL (HCD)

LS (HPI) 1

LS (WDH) 0.835*** 1

LS (WVS) 0.850*** 0.975*** 1

GDP (WB) 0.697*** 0.649*** 0.661*** 1

GNI (WB) 0.652*** 0.649*** 0.654*** 0.962*** 1

GPI (IEP) -0.496*** -0.418*** -0.466*** -0.621*** -0.588*** 1

COLL (HCD) -0.375** -0.368** -0.362** -0.702*** -0.682*** 0.456*** 1

***p < o,oo1 (2-tailed); **p < o,o1 (2-tailed); *p < 0,05 (2-tailed).
Source: prepared by the authors.



6 S. Borrero et al / Estudios Gerenciales 29 (2013) 2-11

results. For subsequent regression and ANOVA analyses, happiness 
(HAPP) is defined by the HPI’s LS scores and wealth (WLTH) by GDP, 
given their larger number of observations, and adversity (ADV) is 
defined by GPI.

Regressing HAPP on the predictor, the moderator and their 
interactions, per the regression equation (1), and correcting for 
heteroskedasticity, yielded the results summarized in Table 2. 
Replacing the resulting coefficients in the corresponding terms in 

the regression equation (1), and plotting only the significant terms 
on a wealth versus happiness chart at +/-1 SD values of CULT (to plot 
individualism versus collectivism at different values of wealth), 
yields the curves shown in Figure 4. 

Conducting an ANOVA with happiness (HAPP, continuous) as 
criterion and relative wealth (wealthier or less wealthy) x 
standardized wealth (ZWLTH, continuous) as predictors, revealed a 
main effect of both relative wealth (F(1,137)=11.68, p<0.001, n=141) 
and wealth measured continuously (F(1,137)=100.90, p<0.001, n=141) 
on happiness, qualified by a significant interaction between both 
variables (F=41.10(1,137), p<0.001, n=141). Simple slope analysis shows 
that, amongst poor countries (ZWLTH = -1 SD), the less wealthy 
nations are unhappier than the wealthier nations (4.06 vs. 5.44, 
respectively; t(140)=3.32, p<0.01). The opposite phenomenon 
happens amongst rich countries (ZWLTH = +1 SD), where less 
wealthy nations are significantly happier than the wealthier ones 
(10.51 vs. 6.87, respectively; t(140)=6.15, p<0.001). These results are 
shown in Figure 5.

By other side conducting an ANOVA with happiness (HAPP, 
continuous) as criterion and national cultural orientation 
(collectivism or individualism) x standardized wealth (ZWLTH, 
continuous) as predictors, revealed a main effect of both culture 
(F(1,137)=20.85, p<0.001, n=141) and wealth (F(1,137)=34.22, p<0.001, 
n=141) on happiness, qualified by a significant interaction between 
both variables (F=9.86(1,137), p<0.01, n=141). Simple slope analysis 
shows that, amongst poor countries (ZWLTH = -1 SD), collectivist 

Figure 1. Study 1 – Scatter-plot of the relationship between wealth and happiness.
Source: prepared by the authors.

Figure 2. Study 1 – Scatter-plot of the relationship between adversity and happiness.
Source: prepared by the authors.

Figure 3. Study 1 – Scatter-plot of the relationship between culture and happiness.
Source: prepared by the authors.

Table 2
Study 1 – Regression of happiness on wealth and culture

Model Summary*

Model Number 
observations 

R squared Root MSE F (3,59) P>F

1 63 0.540 0.623 28.04 <0.0001

Coefficients (Type III SS)

Parameter Coefficient Robust std. 
error

t-value p>|t|

Constant -0.043 1.304 -0.03 0.9740

lnWLTH 2.231 0.375 5.95 <0.0001

CULT 0.072 0.017 4.22 <0.0001

lnWLTH*CULT -0.023 0.005 -4.43 <0.0001

*Independent variable: HAPP.
Source: prepared by the authors.

Figure 4. Study 1 – Happiness vs. wealth, moderated by culture.
Source: prepared by the authors.
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nations are significantly happier than individualist nations (6.18 vs. 
4.65, respectively; t(140)=5.39, p<0.001). For rich countries (ZWLTH = 
+1 SD) there is no significant difference (6.82 vs. 6.77, respectively; 
t(140)=0.18, n.s.). These results are shown in Figure 6.

The calculated of an ANOVA with happiness (HAPP, continuous) 
as criterion and national cultural orientation (collectivism or 
individualism) x standardized adversity (ZADV, continuous) as 
predictors, revealed a main effect of both culture (F(1,121)=8.87, p<0.01, 
n=125) and adversity (F(1,121)=17.06, p<0.001, n=125) on happiness, 
qualified by a significant interaction between both variables 
(F=7.25(1,121), p<0.01, n=125). Simple slope analysis shows that, in 
turbulent environments (ZADV = +1 SD), collectivists are significantly 
happier than individualists (6.30 vs. 4.99, respectively; t(124)=4.03, 
p<.001). In peaceful environments (ZADV = -1 SD) there is no 
significant difference (6.67 vs. 6.65, respectively; t(124)=0.07, n.s.). 
These results are shown in Figure 7.

A final ANOVA was conducted to assess the complete model 
previously tested by means of linear regression, using happiness 
(HAPP, continuous) as criterion and national cultural orientation 
(CULT, continuous) x adversity (ADV, continuous) x wealth (WLTH, 
continuous) as predictors. The ANOVA revealed significant effects on 
happiness only for the WLTH*CULT (F(1,53)=-2.46, p<0.05, n=61) and 
WLTH*ADV*CULT (F(1,53)=2.13, p<0.05, n=61) interactions. Replicating 

the ANOVA with cultural orientation (collectivism or individualism) 
x standardized adversity (ZADV, continuous) x standardized wealth 
(ZWLTH, continuous) as predictors revealed only main effects of 
culture (F(1,115)=12.70, p<0.001, n=123) and wealth (F(1,115)=14.98, 
p<0.001, n=123). Although interactions did not yield significance in 
this complete model, simple slope analysis shows that, in poor and 
peaceful nations (ZWLTH = -1 SD and ZADV = -1 SD), collectivists are 
significantly happier than individualists (6.47 vs. 5.30, respectively; 
t(122)=2.27, p<0.05), whereas in rich and peaceful nations (ZWLTH = +1 
SD and ZADV = -1 SD) there is no significant difference (6.75 vs. 6.92, 
respectively; t(122)=.51, n.s.). On the other side, in poor and turbulent 
nations (ZWLTH = +1 SD and ZADV = -1 SD), collectivists are 
significantly happier than individualists (5.67 vs. 4.42, respectively; 
t(122)=2.43, p<0.05); in rich and turbulent nations (ZWLTH = +1 SD and 
ZADV = +1 SD), collectivists are apparently happier than individualists, 
but results are not significant (7.71 vs. 6.82, respectively; t(122)=0.87, 
n.s.). These results are shown in Figures 8 and 9.

4.1.4. Study 1 – Discussion 
The Pearson product correlations shown in Table 1, supplemented 

by the scatterplots in Figures 1-3, indicate a positive relationship 
between all measures of happiness and both measures of wealth, at a 
national level, thus supporting hypothesis H1 and H2a. Happiness is 

Figure 5. Study 1 – National income vs. happiness, moderated by relative wealth.
Source: prepared by the authors.

Figure 6. Study 1 – Wealth vs. happiness, moderated by cultural orientation.
Source: prepared by the authors.

Figure 7. Study 1 – Adversity vs. happiness, moderated by cultural orientation.
Source: prepared by the authors.

Figure 8. Study 1 – Wealth vs. happiness in a peaceful environment, moderated by 
culture.

Source: prepared by the authors.
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also negatively related with adversity, as measured by GPI, thus 
supporting hypothesis H2b. More generally, the positive relationship 
with wealth (or, conversely, the negative relationship with poverty) 
and the negative relationship with environmental turbulence provide 
support for the more general notion that adversity is negatively 
related to happiness (H2). Interestingly, collectivism seems to 
undermine happiness, a counterintuitive result that replicates some 
previous research (Graham, 2009; Ng, Ho & Wong, 2003). In sum, per 
these correlations, poorer nations are apparently unhappier, more 
turbulent and more collectivist than wealthier nations.

The regression analysis in Table 2 reveals a positive non-linear 
relationship between wealth and happiness, indicated by a significant 
main effect of the logarithm of income (lnGDP) on happiness. That is, 
the positive relationship between wealth and happiness is stronger 
at low income levels than at high income levels, indicating that poor 
nations do become happier as their wealth increase but that there 
are decreasing returns as wealth reaches very high levels, thus 
supporting hypothesis H1 and H1a. The non-linear relationship is 
further qualified by the significant 2-way interaction of cultural 
orientation with the predictor. Figure 4 illustrates this non-linear 
relationship and the moderating effect that collectivism has on the 
relationship between wealth and happiness. Per this graph, it is 
evident that collectivism attenuates adverse (poor) conditions, thus 
supporting hypotheses H3 and H3a. Interestingly, individualism 
seems to be a better option for higher income levels than collectivism, 
something predicted by previous research (Graham, 2009).

Results from the correlational and regression analyses were 
further qualified by the ANOVAs. The significant 2-way interaction 
between national income and relative wealth, and the corresponding 
slope analysis in Figure 5, not only shows that happiness does 
increase as income increases (hypotheses H1 and H2a), but also that 
less wealthy nations derive more happiness from increasing wealth, 
relative to wealthier nations, thus supporting hypothesis H1a. 
Likewise, the ANOVA in Figure 6 indicates not only a positive 
relationship between wealth and happiness (H1 and H2a), but also a 
significant interaction between wealth and culture, supporting the 
thesis that collectivism helps poor people cope with poverty 
(hypothesis H3a). Similarly, the ANOVA in Figure 7 indicates a 
positive relationship between wealth and happiness (H1 and H2a) 
and a significant interaction between adversity and culture, 
supporting the thesis that collectivism helps people cope with 
turmoil (hypothesis H3b) and, more generally, with different kinds of 
adverse conditions (H3). The ANOVA on the complete model, 
including 2 and 3-way interactions between wealth, adversity and 
happiness, yield further support to hypothesis H1, H2a, H3, H3a and 

H3b, suggesting that collectivism is a powerful moderator of adverse 
environments.

4.2. Study 2 – Meta-Analysis

The hypothesized relationships were also tested by meta-
analyzing correlational studies on the relationship between 
happiness and wealth, and by assessing the moderating effect of an 
adverse environment or a collectivist orientation within these 
studies. The meta-analytic procedure followed the RBNL (Raju, Burke 
Normand and Langlois) procedure, that yields statistical significance 
tests based on confidence intervals about the mean of adjusted 
correlations (Burke, 1984; Burke, Landis & Murphy, 2003b; Raju, 
Burke, Normand & Langlois, 1991). The RBNL procedure is especially 
appropriate to test for moderation, which is done by considering the 
variance of the correlation coefficients and using sub-group analyses 
based on the moderation variables median-splits (Cortina, 2003; 
Sagie & Koslowsky, 1993). 

This meta-analysis used data collected in a previous meta-analysis 
that explored the relationship between wealth (as indicated by 
economic status, national income or GDP) and SWB (or equivalent 
measures of happiness) in developing countries throughout the 
world (Howell & Howell, 2008). This meta-analysis included a total 
of 111 effect sizes from independent samples in 54 countries, which 
were matched in the present study to each country’s collectivism 
measure to come up with two sub-groups by median split. Separate 
meta-analyses were conducted for each sub-group to test for 
moderation.

4.2.1. Study 2 – Operationalization
The effect sizes reported by Howell and Howell (2008) were used 

to analize the relationship between SWB and wealth. These effect 
sizes were supplemented in the present meta-analysis with National 
Culture (CULT) as a moderator, per Hofstede’s (2011) collectivism/
individualism scores.

4.2.2. Study 2 – Data analysis 
The meta-analysis complied with standard meta-analytic proce-

dures (Lipsey & Wilson, 2001), and was conducted by means of the 
VG2M simulator developed by Raju et al. (1991) for validity gene-
ralization. This application uses sample size, observed correlation 
coefficients (or equivalent effect sizes), range restriction, predictor 
reliability, and criterion reliability as input for every effect size. 
Range restriction was not relevant for this meta-analysis so 1.0 was 
used as the default range restriction value. Cronbach’s alpha or other 
valid measure of internal reliability reported for each study is 
usually used as a measure of criterion or predictor reliability. 
However, as the studies meta-analyzed lacked such information, 
reliability was estimated with the VG2M simulator per the Raju, 
Burke, Normand and Langlois (RBNL) mathematical model (Raju et 
al., 1991).

To test the hypothesized relationship between wealth and 
happiness, all effect studies in the meta-analysis were meta-
analyzed. This analysis basically replicated Howell and Howell’s 
(2008) central analysis using a different approach. Although many 
meta-analyzers use assumed artifact distribution tables (Pearlman, 
Schmidt & Hunter, 1980; Schmidt & Hunter, 1977), this procedure 
has been criticized for its assumption that statistical artifacts and 
situational variables are orthogonal, and for assuming that all effect 
sizes come from the same population when they estimate missing 
values (Burke, 1984; Burke, Landis & Murphy, 2003a; Burke et al., 
2003b). Instead, the present study chose the alternative RBNL 
approach, that allows statistical significance testing by using 
confidence intervals about the adjusted correlation mean (Raju et al., 
1991; Sagie & Koslowsky, 1993). The RBNL procedure is especially 
suited for dealing with statistical artifacts based on a sample, such as 

Figure 9. Study 1–Wealth vs. happiness in a turbulent environment, moderated by 
culture.

Source: prepared by the authors.
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predictor or criterion reliability values, and for moderation testing. 
To establish potential moderation, the variance of ρ was considered. 
To test for the hypothesized moderators, sub-group meta-analyses 
were conducted separately (Cortina, 2003). Sub-groups were 
generated by median-split per cultural orientation (collectivism or 
individualism). The resulting sub-groups were meta-analyzed 
separately, generating confidence intervals that allow comparison to 
determine moderation.

4.2.3. Study 2 – Results
For each effect size, the meta-analysis simulation yielded 

corrected correlation coefficients (ρ),estimated mean of ρ, sample 
variance, standard error of the mean of ρ, estimate of the variance of 
ρ, 95% confidence intervals about the mean of ρ, 90% lower credibility 
value, and percent of variance accounted by artifacts. Table 3 
summarizes the most relevant results of the first simulation, ran for 
the entire dataset.

To test for moderation of collectivism on the relationship between 
wealth and happiness, two sub-groups (collectivism and indivi-
dualism) were generated. To do so, the dataset was split about the 
cultural orientation (CULT) median value, and separate meta-analyses 
were ran for each sub-group. Results are summarized in Table 4 and 
Figure 10.

4.2.4. Study 2 - Discussion
All the estimates of the mean of ρ in all the meta-analyses 

performed are significant and directionally consistent with the 
relationships hypothesized between happiness and wealth. That is, 
wealth is positively related with happiness (or poverty is negatively 
related with happiness) in all cases and sub-groups, which supports 
hypotheses H1 and H2a. Significance in each case is indicated by the 
confidence intervals that do not encompass zero and by the relatively 
small estimates of the variance of ρ, which indicate that the statistical 
artifacts tested account for a sizable percentage of the criterion 
variance. 

Consistent with the predictions, moderation testing shows a 
stronger mean of ρ for individualists than for collectivists, with 
significant relationships in both cases. Moderation is evidenced by 
the fact that the two sub-groups’ confidence intervals do not overlap, 
which indicates a significant effect of collectivism on the relationship 
between wealth and happiness. Therefore, hypothesis H3a is 
supported. 

4.3. General discussion

This paper set out to investigate alternative explanations for the 
intriguing contrasts between poor and rich nations in terms of 
happiness perceptions. Based on the literature reviewed and 
empirical antecedents, hypotheses on the relationship between 
wealth, adversity and cultural orientation were proposed, to be 
tested by means of linear regressions, ANOVAs, and meta-analysis. 
Taken together, the results provide support for all the hypotheses: 
using current data, the results replicate the behavior predicted by 
the Easterlin paradox at a national level, indicating that there is a 
non-linear relationship previously observed between wealth and 
happiness and that collectivism does help coping with adversity, in 
general, and with poverty and environmental turmoil in particular. 

It could be argued that the steeper slope in (un)happiness changes 
observed at low income levels, relative to higher incomes, has 
already been explained by needs theories. Hierarchical needs models, 
however, have failed to offer a comprehensive explanation for this 
paradoxical behavior, and have only managed to offer a partial 
explanation, at the most. By focusing on the poorer (more adverse) 
side of the curve, the present research digs into the nuances of this 
phenomenon, thus providing additional explanations to the paradox. 
That is, by viewing the relationship as one between poverty (or 

Table 3
Study 2 – Direct relationship between happiness and wealth

Predictor Effect sizes Total sample size Estimate of the 
mean of ρ

Standard error 
of the mean of ρ 

(random)

95% confidence interval for the mean of 
ρ (random)

Estimate of the 
variance of ρ

Lower limit Upper limit

Wealth (WLTH) 111 132,716 0.438 0.021 0.398 0.479 0.043

Source: prepared by the authors.

Table 4
Study 2 – Wealth versus happiness, moderated by cultural orientation

Moderator (CULT) Effect sizes Total sample size Estimate of the 
mean of ρ

Standard error 
of the mean of ρ 

(random)

95% confidence interval for the mean of 
ρ (random)

Estimate of the 
variance of ρ

Lower limit Upper limit

Collectivism 40 33,137 0.347 0.034 0.280 0.414 0.041

Individualism 53 76,238 0.490 0.026 0.439 0.542 0.035

Source: prepared by the authors.

Figure 10. Study 2 – Wealth vs. happiness, moderated by cultural orientation.
Source: prepared by the authors.
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adversity) and unhappiness, rather than one between wealth (or 
prosperity) and happiness, this work offers a clue to gain further 
insight on these matters. Indeed, once the investigators start thinking 
along such adversity-unhappiness terms, the relationship appears 
much less paradoxical than it has been traditionally presented.

Moreover, the role of collectivism as a moderator of the 
relationship has only been marginally addressed in previous 
investigations. This paper expands extant knowledge by providing 
additional evidence, not only on the significant role that collectivism 
plays in explaining why relatively poorer countries can achieve 
higher levels of happiness that wealthier ones, but also on the 
importance of collectivism as a defense or inoculation mechanism 
against varied forms of adversity.

The fact that the regression and ANOVA results were further 
supported by the meta-analytic comparison is particularly 
noteworthy, especially considering possible limitations in the meta-
analysis. That is, the nations meta-analyzed are all developing 
countries, with a consequent dominance of societies that are poor, 
collectivist and violent. This bias seriously restricts the effectiveness 
of the contrasting approach chosen hereby, and it is likely that a 
more comprehensive study, that encompass not only developing 
countries but also wealthy first-world countries would show even 
stronger moderation effects.

5. Conclusions

This paper extends the basic thesis that collectivism helps poor 
people deal with poverty to a more general notion, by providing 
evidence on the significant role that collectivism plays in helping 
people deal with different types of adversity. Moreover, the 
moderating role of collectivism helps people achieve high levels of 
happiness even when facing seriously adverse situations. The 
implications of these findings are potentially valuable in marketing, 
economy and other fields. Understanding the role of collectivism or 
individualism can help decision makers fine-tune policies and 
programs, in order to maximize people’s well-being, within their 
particular cultural and socio-economic context. 

Focusing on the poorer end of the spectrum—and viewing the 
relationship between wealth and happiness rather as one between 
poverty and (un)happiness—helps understanding the underlying 
mechanisms and contributes to a better explanation of the Easterlin 
paradox. That is, poor countries clearly reduce their adversity 
(understood as poverty) as their wealth increase, which accounts for 
their rapidly increasing happiness as a function of national income. 
Given that adversity is not significantly reduced any more by 
increasing income once someone is already rich, it can be argued 
that the flattening of the curve coincides with a threshold in the 
perception of security or peace. It follows that in nations that are not 
only rich but also peaceful, increasing income becomes relatively 
less effective in reducing adversity and thus money becomes 
ineffective in producing more happiness. This inference is also 
consistent with exceptional cases such as the US that show decreasing 
happiness at higher levels of national income (Biswas-Diener, 2006). 
If such prosperous years in the US are atypically accompanied by 
increasing turmoil (rising crime rates, violence and terrorism), the 
perception of overall adversity might be overriding wealth as a 
predictor of happiness and eventually undermining Americans’ 
perception of happiness. Such a situation is likely exacerbated 
because of the individualism prevalent amongst the US citizens 
(Hofstede, 2011). Likewise, other apparently contradictory findings, 
such as the consistently high happiness ratings of poor and violent 
countries, like Colombia (NEF, 2009; WVS, 2009) for instance, might 
be explained because of the protective effect of collectivism.

Integrating extant views on happiness, national culture and 
adversity, this work expected to extend extant knowledge on the 
economics of happiness and to collect supporting evidence for the 

notion that sheer wealth is not enough to produce happiness across all 
conditions, and that material wealth and consumption have to be 
balanced by a sense of security and/or belonging. This paper also allows 
inferences on the relative superiority of collectivism over individualism 
in generating long-lasting satisfaction with life, to an extent that 
material well-being is no longer relevant and even adversity can be 
overcome to achieve happiness. It follows that an intentional approach 
towards collectivism might be fit into public policies and programs 
aimed at improving national happiness and well-being. 

Before advancing any prescriptive inferences along these lines, 
however, at least two practical limitations posed by the present study 
must be addressed. First, it could be argued that findings from nation-
wide aggregate data might not translate to individuals, thus hindering 
any useful application to public policy. Second, the findings achieved 
so far do not demonstrate causality, which thus sheds doubt on their 
prescriptive value. Future research will address these limitations by 
testing the hypotheses hereby discussed at an individual level of 
analysis, attempting to validate extant happiness scales by 
administering custom individual surveys across varied socio-economic 
strata, and by crossing these measures with individual (collective/
individualist) differences and varying adversity conditions. This will 
be achieved by exposing undergraduate students from two universities, 
in Colombia and the US, to hypothetical hostile or friendly scenarios, 
and by contrasting their responses to these hypothetical conditions 
with their individual happiness perceptions and their cultural leanings 
towards individualism or collectivism. Testing the hypothesized 
relationships under such experimental conditions will effectively 
control not only for the main effects but also for situational specificity, 
will increase the internal validity of this investigation, and should 
allow inferring causality on the already supported relationship 
between adversity, culture and happiness. Also, to the extent that the 
hypotheses hereby presented are tested under more varied cultural 
and personal contexts, this research’s external validity will also benefit 
from such an experimental approach.

In short, future studies should provide additional insight into the 
specificities that make it possible for some people to actually buy 
happiness.
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