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ABSTRACT:  

This paper investigates the validity of ‘mental accounting’, specifically by determining 
whether individuals view an additional dollar in total household assets as a dollar less in total 
household debt. Furthermore, the analysis in this paper focuses on how an individual’s 
perception of this assets-debt relationship affects their subjective well-being, i.e. their happiness. 
This paper uses findings from previous studies to attempt to create a multivariable regression that 
will determine the nature of this relationship, controlling for other factors and isolating the 
sample size to those individuals who are the equivalents of household heads. 

In this analysis, the results demonstrate that the asset-debt relationship does not hold, 
supporting the theoretical background of mental framing in its explanation of how individuals 
view their assets and debt differently. The analysis also examines the difference in the assets-
debt relationship with happiness between males and females, finding it unlikely to be different 
for assets, debt and household disposable income for males and females in the sample. The 
statistical and economic significance of physical health on subjective well-being, as well as the 
quadratic relationship between age and subjective well-being (as found in previous studies), is 
also explored in this analysis.    
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I. Introduction: 

 The concept of “mental accounting”, first defined in research by Shefrin and Thaler 

(1992), seeks to emphasize the link between an individual’s perception of their personal assets 

and debt in relation to their actual savings practices. Research regarding this concept integrates 

economics and psychology by attempting to associate mental viewpoints with particular 

economic behavior. In addition, the manner in which an individual’s perception of their assets 

and debt affects their happiness, i.e. their subjective well-being, is closely related to analysis of 

this perceived connection. Looking at this relationship is pertinent, given the historically low 

personal savings rate in America and lack of personal accumulation of assets. Moreover, with 

events such as the recent global financial crisis, an analysis of what motivates people to save 

more appears useful.  

 This paper aims to address this concept by specifically looking at whether individuals 

think of an additional dollar in assets as a dollar less in debt. The proposed theory behind this 

question is that individuals are incapable of an entirely objective perception of their assets and 

debt. As a result, individuals’ particular perceptions cause them not to view the assets-debt 

relationship as a 1:1 ratio, i.e. the additional number of dollars saved in assets does not equal the 

number of dollars less in debt a person perceives themselves to be. In turn, this perception of an 

unequal relationship between assets and debt leads to an actual imbalance between an 

individual’s total personal assets and debt.  This research uses regression analysis to determine 

whether the coefficient on the variable for total assets is in fact equal to and opposite in sign to 

the variable for total debt. The analysis also controls for other relevant variables in order to 

account for effects on subjective well-being outside of the assets-debt relationship. The results of 
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this study can help in better understanding how personal psychological frameworks effect how 

we choose to save.  

 

II. Literature Review: 

The theories that provide the basis for this research are grounded in previous literature 

regarding behavioral finance. The question of whether people view an additional dollar in assets 

as a dollar less in debt draws upon the nature of how people use their “mental accounts” to view 

the money they are saving, and how much happiness this brings them (Shefrin & Thaler, 1992). 

Shefrin and Thaler’s augmented version of the life-cycle model developed by Modigliani and 

Brumberg, called the Behavioral Life Cycle Hypothesis (BLC), attempts to incorporate a 

personal preference structure for different forms of wealth (Shefrin & Thaler, 1992). They note 

that mental accounts are divided into three components, which include: current spendable 

income, current assets, and future income (p.293).  

In the BLC, the marginal propensity to consume wealth is specific to each account 

(Shefrin & Thaler, 1992, p.294). They note that certain mental accounts, such as those viewed as 

‘wealth’, are less tempting to drain savings from than others, such as those viewed as ‘current 

income’. Thus, a person who perceives their assets in a current income-type framework would be 

more tempted to over-consume than an individual who perceives such assets as longer-term 

wealth. This type of mental accounting violates the principle of fungibility, i.e. exchangeability 

(p. 288). Furthermore, Shefrin and Thaler mention that the cost of willpower effort is assumed to 

depend inversely on the temptation to spend, meaning that more tempting spending situations 

require greater willpower to overcome (p. 295). Therefore, acknowledgement of the mental 

accounting framework provides a basis for a potential skew in the 1:1 assets-debt relationship, as 
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different individuals will save more or less depending on what type of mental account they 

assign to various parts of their wealth.  

Thaler and Sunstein (2008) note that there are several psychological principles guiding 

human behavior. In particular, “self-control restrictions are easier to adopt if they take place 

some time in the future” (p. 123) and “loss aversion: people hate to see their paychecks go 

down” (p. 123). The first principle establishes the difficultly of self-control in the present, which 

can lead a person to hesitate from saving now and cause them to not view saving as a form of 

debt reduction. In essence, it emphasizes that often, setting a future goal for self-imposed control 

tends to be more successful in terms of follow-through than if you attempted to start restricting 

yourself immediately. It would seem that with an imminent deadline for self-control, we 

eventually force ourselves to adapt to the change, rather than struggling with it from the outset. 

The second principle establishes that saving in the present, while beneficial in the long run, is 

often viewed as losing current disposable income, and thus has a negative connotation for many 

people. This notion emphasizes the need for individuals to start saving immediately from their 

first paycheck, in order to diminish the impact of the ‘loss’ by making it a regular and expected 

occurrence. Frey and Stutzer (2007) also discuss in depth the connection between self-control 

problems and subjective well-being, as cases of smoking and excessive TV watching create the 

same issue for people as does the activity of spending: “overconsumption due to immediate 

benefits and negligible immediate marginal costs” (p. 178). We can see how this relates to the 

assets-debt perception question, as self-control problems can lead to a lack of foresight. In turn, 

there is potential for these guiding principles to shift the 1:1 balance of assets and debt as viewed 

by an individual.  
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 The assets-debt perception question is directly linked with the notion of “framing”, as 

discussed by Akerlof and Shiller (2009). The framing of the decision to consume or to save is 

what Akerlof and Shiller believe can shift the outcome of the decision. The authors mention that 

a particular mental framing can lead an individual to use a credit card to make exorbitant 

purchases (Akerlof & Shiller, 2009, p. 119). If framed a particular way, an individual could be 

susceptible to believing that racking up credit card debt is a useful way to defer payments and 

acquire ‘necessary’ goods. The same type of mental framing could lead an individual to save 

nothing for their retirement when they are younger. In their younger years, people can often have 

a frame of mind focused on what they want to achieve in the present, believing it is inappropriate 

“to be contemplating retirement before their careers have even begun” (p. 121). Similarly, Frey 

and Stutzer (2007) address the issue of myopia, where “people focus on consuming in the present 

and lack discernment or long-range perspective in their thinking and planning, thus undermining 

their well-being over time.” (p. 171). The notion of framing and myopia in this context could 

show potential for skewed assets-debt ratio perception at younger ages.  

In addition, Akerlof and Shiller (2009) also mention that people are highly susceptible to 

“cues” that indicate how they ought to be saving or spending, given that individuals are poor at 

knowing how much they will need to consume in the future (p. 119). These cues arise from the 

views of others in society. For example, the right impetus from the government could make 

saving appear patriotic, as is the case in China (p. 120). Layard (2006) also draws this 

conclusion, stating, “our tastes are not given—the happiness we get from what we have is largely 

culturally determined.” (p. 155). Given that cues arise from society, there is a wide span of 

different cues that could affect people’s savings habits in a variety of ways. As a result, cues 

could differ for assets and debt, potentially affecting the assets-debt ratio. 
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Layard (2006) notes other studies found that “a person’s happiness is negatively affected 

by the incomes of others” and that “a person’s happiness adapts quite rapidly to higher levels of 

income” (p. 155). These findings allude to the relational nature with which we view income, as 

well as how the happiness associated with income is comparative for most people. Furthermore, 

Layard (2006) notes that findings from the U.S. General Social Survey indicate that happiness is 

explained more for an individual by looking at “perceived relative income” rather than “own 

actual income” (p. 157). Yet again, we can see how a particular type of mental framing has the 

potential to enhance the effect one’s perception of their assets and debt has on their own 

happiness.  

 

III. Data/Methods: 

The conceptual background laid out by the previously discussed literature will be applied 

to data obtained in the Household, Income and Labour Dynamics in Australia (HILDA) survey, 

using econometric models to investigate the relationship between subjective well-being and 

perception of total assets and debt. The HILDA survey is a panel study that was started by 

researchers at the Melbourne Institute in 2001, meaning that the study involves repeated 

observations of the same individuals over time (i.e. it is longitudinal). The initial wave surveyed 

7,682 households and 19,914 individuals. So far it has gone through eight waves, with the most 

recent data being for 2009. Each wave represents one round of annual interviews.  

For the purposes of this paper, we are only concerned with data from wave 6, as this 

wave includes data specifically related to wealth (done as a special topic for this particular 

wave)1. Specifically, this thesis uses the combined data file for wave 6, as this file contains data 

                                                 
1 Information regarding HILDA survey was obtained from their website: 
http://www.melbourneinstitute.com/hilda/ 
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merged from the separate household, enumerated person (contains all persons in all responding 

households) and responding person (contains all persons who provided an interview) files. It 

should be noted that the survey is based on Australian households, as other datasets based on 

American households did not have the same number of financial and happiness-related variables 

necessary to conduct this type of research. However, personal savings rates in Australia have 

moved in similar trends to that of the United States in the 1990s and 2000s2. In addition, general 

inferences can still be made from the HILDA dataset about the relationship between subjective 

well-being and perception of total assets and debt. 

This thesis uses ordinary least squares (OLS) multivariate linear regression analysis to 

determine the nature of the relationship between happiness and an individual’s perception of 

their total assets and debt. For identification purposes, an identifier variable for individuals has 

been included (fhhrpid) as well as an identifier variable for households (fhhrhid). To reconcile 

the difference between individual happiness and household assets and debt, I have generated a 

household head variable (head). Individuals in the survey were marked with this proxy for 

household head if they were male, in a couple: with a child under 15, with a dependent student 

over 15, with a non-dependent child over 15, or without a child. Additionally, single males or 

females were marked with this proxy for household head if they had: a child under 15, a 

dependent student over 15, a non-dependent child over 15, or did not have a child (i.e. a lone 

person). With this variable, we can compare these ‘household head’ individuals’ subjective well-

being with the total household assets and debt they are essentially responsible for. Those 

individuals who did not fall into the aforementioned categories were dropped from the dataset. A 

very similar technique for isolating household heads was used in the codebook for the Cross-

                                                 
2 See data on OECD website: http://www.oecd.org/home/0,2987,en_2649_201185_1_1_1_1_1,00.html 
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National Equivalent File (1970-2008) prepared by researchers at Cornell University, in 

collaboration with other institutions. After generating this variable, 6,957 observations were left 

in the sample to draw analysis from. It is also important to note the significant gender imbalance 

among the remaining observations, as the remaining sample is 74.6% male and 25.4% female. 

Thus, the following analysis for this thesis is taken from data pertaining only to these household 

head individuals, which is the group of people referred to as “the sample”. 

I have used the variable for life satisfaction (happy)3, i.e. subjective well-being, as my 

dependent variable. The independent variables include one for the estimated value of total assets 

of the household (assets) as well as one for the estimated value of total debt of the household 

(debt). If people do in fact weight assets and debt the same, the coefficient on each of the two 

variables should represent an equal and opposite (i.e. 1:1) relationship. However, given the 

various factors discussed in the previous literature, it is likely that the relationship does not hold. 

Because the distributions of both the total debt and total assets variables are highly skewed, I 

have generated variables that take the log of each value (ln_assets and ln_debt, respectively) plus 

one. This ensures a more symmetric distribution and that values of zero are not converted to 

missing values. This means the model estimates the relationship between the log of total assets 

and the log of total debt; yet, we are trying to examine the relationship between total assets and 

total debt. To reconcile this issue, we must look at the rate of change of happiness with respect to 

the change in log of assets, as well as the rate of change of happiness with respect to the change 

in log of debt. The coefficient on the log of total assets variable must be multiplied by 1/A, 

where A is equal to the median value for total household assets. Similarly, the coefficient on the 

log of total debt variable must be multiplied by 1/D, where D is equal to the median value for 

                                                 
3 I have generated the name of this variable and the following variables to make them more indicative of 
what each variable qualitatively represents.  
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total household debt4. It is the product of each of these (i.e. 1(1/A) and 2(1/D)) that we must 

compare to be equal and opposite or not.  

The variable for the estimate of total household assets (assets) is a combination of 

household financial assets (fhwfini) and household non-financial assets (fhwnfii). Household 

financial assets include those that are typically more liquid, and is comprised of: joint bank 

accounts (fhwjbani), own bank accounts (fhwobani), children’s bank accounts (fhwcbani), 

retirees superannuation (fhwsupri), non-retirees (fhwsupwi), cash investments (fhwcaini), equity 

investments (fhweqini), trust funds (fhwtrusi) and life insurance (fhwinsui). Household non-

financial assets include those that are less liquid, and is comprised of: home asset value 

(fhwhmvai), other property asset value (fhwopvai), business assets (fhwbusvi), collectibles 

(fhwcolli) and vehicles (fhwvechi). The total assets variable has been imputed, in that values that 

were missing in the sum were filled in using statistical methods in order to maintain the 

consistency of the dataset. It should be noted, however, that this adds more uncertainty to the 

dataset. 

 The variable for the estimate of total household debt (debt) is a combination of the 

following: joint credit cards (fhwjccdi), own credit cards (fhwoccdi), HECS debt5 (fhwhecdi), 

other personal debt (fhwothdi), business debt (fhwbusdi), home debt (fhwhmdti), other property 

debt (fhwopdti) and overdue household head bills (fhwobdti). Similarly to the variable for total 

assets, the variable for the estimate of total household debt is imputed.   

                                                 
4 This side of the equation, however, will have a negative sign, given the assumed negative relationship 
between debt and subjective well-being. 
5 HECS debt includes outstanding debt from the Higher Education Contribution Scheme in Australia, in 
which the cost of an individual’s higher education in Australia is covered in part by direct contributions 
from the government to the university, as well as through student contributions. The latter can be paid 
upfront or through an income-related loan. Information regarding HECS debt was obtained from 
Houssard et al., (2010), found on www.melbourneinstitute.com. 
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 To get a more accurate result regarding the assets-debt ratio and relationship with 

happiness, I have included several control variables, including: household disposable income 

(household_inc), individual disposable income (indiv_inc), age (age), age squared (agesq), 

gender (female), employment status (employ), marital status (marital), physical health (health), 

education level (educ) and number of children (numchild). Age squared was included in my 

analysis given that previous studies such as Blanchflower and Oswald (2008) have found a 

quadratic relationship between age and happiness. It should be noted that the variables for 

household disposable income and individual disposable income have both been generated by 

subtracting the negative value variables (fhifdin and ftifdin) from their respective positive value 

variables (fhifdip and ftifdip) for each type of income. This is done in order to have single, 

uniform variables for each type of income. Additionally, as both the generated household 

disposable income and individual disposable income variables present significant skew, I have 

generated variables that take the log of each value (ln_hhinc and ln_inc, respectively). For the 

variables female, employ, marital, health and educ, I have created dummy variables that 

correspond to the different qualitative values for each variable.  

 

IV. Descriptive Statistics: 

 There are a number of descriptive statistics that are useful to note for a better 

understanding of the following analysis. The dependent variable of subjective well-being, 

measured on a scale from 0 to 10 (10 being the happiest), has a mean value of approximately 7.8. 

The median value of subjective well-being is 8 (2,201 of 6,612 observations), in addition to 31% 

of the sample reporting they were a 9 or 10. There appears to be a noteworthy bias towards 

higher subjective well-being in the sample given these statistics. Moreover, 97.3% of the sample 

reported a subjective well-being of 5 or higher. 
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 As mentioned previously, the sample is broken down into 74.6% male and 25.4% female, 

with the age of individuals ranging from 16 to 93 (the mean being 48 years old). Figure 1 

displays the self-reported values of subjective well-being across the entire sample. One should 

note the general bias towards higher subjective well-being values (equal to or greater than 7 in 

this case), as discussed above. Figure 2 displays the same spread of subjective well-being in the 

sample, except separated out for males and females. The distribution appears relatively similar 

for both males and females. 

 As for highest level of education achieved, this variable is set up in terms of the 

Australian educational system. The variable is broken down on a scale of 1 to 9, with 1 being the 

most advanced educational degree and 9 being the least advanced (refer to Figure 3a). To better 

interpret the variable, I have consolidated the various education levels into four groups that are 

more easily understandable in terms of the American educational system (refer to Figure 3b). 

Values of 1 and 2 indicate graduate school education, while 3 indicates college level, 4 through 7 

indicate degrees beyond high school but not at college, and 8 and 9 indicate high school. 30.82% 

of the sample did not finish high school and only 21% have college degrees, displaying the rarity 

of a high level of education in the sample. Figure 4 displays the distribution of employment 

status among the sample. Within the sample, the unemployment rate (i.e. those in the labor force 

who are unemployed) is 8.6%, which for the time the sample was taken (2006) could be 

considered high. As for marital status, roughly 53% of the sample is married, while 17.96% of 

the sample is separated, divorced or widowed (see Figure 5). The number of children per person 

in the sample had a median value of 2, with the minimum being 1 and the maximum being 13 

children.  
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Physical health is ranked from 1 to 5, with 1 being those who are in excellent physical 

health, and 5 being those who are in poor physical health. The median in the sample was 3 

(“good”), and 79.52% of the sample noted their health as “good” or better. Looking at Figure 6, 

we can see the distribution of happiness across different levels of physical health in the sample. 

The graph clearly shows higher levels of subjective well-being for better levels of health. 

With regard to individual disposable income (which is measured in 2006 Australian 

dollars), the mean for the sample is $38,115.82, with a standard deviation of 30,289.42, and a 

median of $32,882. Individual disposable income ranges from $32 to $415,815 for the sample. 

Referring to Figure 7, we can track how individual disposable income changes (in absolute 

terms) as an individual’s age increases. The graph shows a concentration of the highest mean 

individual disposable income between the ages of 35 and 54. This is to be expected, considering 

they are the prime earning years in an individual’s career. Individual income drops off after 65 

years of age, considering it is often the age at which people retire. Referring to Figure 8, we can 

view the same relationship as in Figure 7, except for the general distribution of the variable. We 

can also note where particular outliers for each age range lie. As for household disposable 

income (measured in the same manner), the mean for the sample is $58,616.68, with a standard 

deviation of 44,972.22, and a median of $50,183. Household disposable income ranges from 

$120 to $494,118 for the sample. Figure 9 shows mean household disposable income for 

different age groups. For reasons similar to the graph for individual income, there is a 

concentration of household income between the ages of 35 and 54, with a drop off after 65. 

Figure 10 displays the household disposable income-age relationship in terms of its distribution. 

While very similar to the box plot for individual income, Figure 10 does show more variation in 

its outliers for the main high income-earning age brackets between 35 and 54 years old. 
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One of the primary variables of concern is that of total household assets. The sample has 

a median of total household assets of $415,102 (in 2006 Australian dollars), and a mean of 

$716,816.2 with a standard deviation of 1,258,655. Total household assets for the sample range 

from $0 to $12,800,000. To make for more precise analysis, I have generated variables that 

separate the observations for total household assets into ‘categories’ (asset_cat), as well as 

quartiles (asset_quart). The asset ‘categories’ variable isolates the group of observations for 

which the reported total household assets are $0 (21 observations). It then groups the rest of the 

observations for total household assets into ranges up to $500,000. The variable cuts off at this 

value because the majority of the distribution of total household assets is below $500,000. 

Referring to Figure 11, we can see the mean of happiness across the various asset ‘categories’. 

There appears to be an upward trend in mean happiness as the asset category increases. 

However, it is interesting to note the relative leveling out of happiness in the last two asset 

categories. This could suggest a reduction in the marginal gain in happiness associated with an 

additional unit of assets once in the higher range of assets. In other words, this may infer that for 

the very rich, additional acquisition of assets has much less of an impact in terms of increased 

subjective well-being. 

The asset quartiles variable covers the distribution of total household assets across the 

entire sample (not just up to $500,000), and contains the following range of values: $0 to 

$100,800 (quartile 1), $101,000 to $415,000 (quartile 2), $415,102 to $845,003 (quartile 3) and 

$845,200 to $12,800,000 (quartile 4). In Figure 12 we can now see the distribution of happiness 

across the asset quartiles. Note the increase in the bias towards higher levels of subjective well-

being (particularly values of 8 and above) for higher asset quartiles. However, one should take 

note that happiness values of 6 and 7 appear to decrease as you move up in asset quartiles. This 
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is assumedly due to that range of individuals moving towards higher levels of happiness as assets 

increase.  

Finally, we can also look at the trend of the mean of total household assets in relation to 

increasing age. Figure 13 depicts this, displaying a similar trend to household and individual 

disposable income, where the primary distribution lies within the 35 to 54 year old high income-

earning years (and thus high asset-accumulating years). However, the drop off in value of total 

household assets for the ‘retiree’ age range of 65 to 74 years old seems less than that for total 

household or individual income, i.e. there still seems to be significant asset accumulation in these 

later years compared to earning of income. This is likely due to the fact that while individuals 

may retire at this age and stop earning income, they begin to reap the benefits of assets that they 

invested in earlier in life, (e.g. pension funds). This appears logical, as long-term asset 

accumulation is typically done in order to compensate for the time in one’s life when they are no 

longer receiving regular income.  

The other half of this analysis is, of course, focused on total household debt. The sample 

has a median of total household debt of $13,300 (in 2006 Australian dollars), and a mean of 

$109,672.6 with a standard deviation of 241,345.4. Total household debt for the sample ranges 

from $0 to $2,437,931. Given that the sample had a significant number of individuals that 

reported $0 in total household debt (2,223 observations), it is prudent to analyze the debt variable 

in specific categories (like asset_cat), rather than in quartiles. Similarly, I have generated a total 

household debt ‘categories’ variable (debt_cat) that isolates the group of observations for which 

the reported total household debt is $0, groups the rest of the observations into ranges, and cuts 

off at $500,000, so as to focus on the majority of the sample distribution. Figure 14 depicts the 

mean of happiness across the debt ‘categories’, with an initial downward trend in happiness as 
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the debt category increases. However, it is interesting to note that for the last two debt categories 

(i.e. those with the most debt), the mean of happiness appears to increase slightly. It is possible 

that those people who are in the higher debt categories report this higher mean subjective well-

being because they are able to stall payments on items they don’t wish to repay immediately. The 

fact that these individuals are in the highest debt category could be for this very reason, as they 

derive happiness from increasingly not having to pay off their total household debt.  

Given the imbalance in the amount of observations of total household debt due to many 

individuals having none, Figure 15 maps out the distribution of total household debt across the 

debt categories, instead of quartiles. It is interesting to note that the number of observations with 

reported subjective well-being of 7 and 8 appears to be on an upward trend towards the higher 

debt categories. Once again, it is possibly due to the mentality of those in the higher debt 

brackets, as they are happier deferring their debt obligations. We can observe the relationship 

between the mean of total household debt and age in Figure 16. Similarly to total household 

assets, the greatest mean accumulation of total household debt appears to be within the 35 to 54 

year old range. While these are the highest earning years for many, they can also be the time 

when debt accumulation is at its greatest. These debt obligations do appear to drop as age 

increases, in terms of mean value, for the older age ranges.  

Finally, it is important to look at the relationship between household disposable income 

and individual disposable income—specifically the logs of both variables, as they offer less 

skewed distributions. This is because the two variables appear to be very closely correlated. As a 

result, it would be logical to run two separate regressions, so that each regression can isolate the 

impact of the respective type of disposable income on subjective well-being. Looking at Figure 

17, there appears to be a clear, positive correlation between the two variables. There are outliers, 
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however the general trend seems to show that household disposable income and individual 

disposable income move very similarly (given that the latter makes up a part of the former). 

Thus, it would be prudent to run two separate regressions to avoid problems of collinearity 

between the two variables.  

 

V. Data Analysis: 

As previously stated, the regression analysis for this thesis uses the ordinary least squares 

(OLS) model. However, after implementing the Breusch-Pagan test for heteroskedasticity, a p-

value of 0.000 indicated a very high likelihood of heteroskedasticity (see Figure 18 for graph of 

initial regression’s residuals against its fitted values). Thus, it is pertinent to use the OLS model 

corrected with robust standard errors for each variation of the econometric model6. The initial 

regression model uses subjective well-being as the dependant variable, while the independent 

variables of greatest concern are the log of total household assets and the log of total household 

debt. The regression controls for the variety of variables previously mentioned. It also includes 

the variable for the log of household disposable income, while excluding the log of individual 

disposable income for the aforementioned reason. The analysis aims to focus on whether the 

coefficients on total household assets and total household debt are in fact equal and opposite. The 

initial regression takes the following form: 

OLS Equation 1: Subjective well-beingi= 0 + 1Log of Total Household Assets + 2Log of Total 

Household Debt + 3Age + 4Age2 + 5Gender + 6Employment Status + 7Physical Health + 8Highest 

Level of Education Achieved + 9Marital Status + 10Number of children + 11Log of Household 

Disposable Income + I, 

                                                 
6 The original versions of the models, i.e. those not corrected with robust standard errors, are not analyzed 
in this thesis, as there was a negligible difference in statistical and economic significance of the 
coefficients between the non-robust and robust models. 
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where gender, employment status, physical health, highest level of education achieved and 

marital status are split into their respective dummy variables.  

Looking at the initial regression (refer to Table 1), we note that the estimate of the 

coefficient on ln_assets is 0.0119065. This can be interpreted to mean that for every additional 

percent total household assets increase, an individual’s subjective well-being increases by 

0.0001, on average, all else equal. The p-value for ln_assets is 0.445, meaning this estimate for 

the coefficient is not statistically significant. Thus, it would appear that total household assets is 

neither economically nor statistically significant with regard to subjective well-being in this 

model. The estimate of the coefficient on ln_debt is -0.0203763. This means that for every 

additional percent total household debt increases, an individual’s subjective well-being decreases 

by 0.0002, on average, all else equal. The p-value for ln_debt is less than 0.000, meaning the 

coefficient is highly statistically significant. Similarly to the coefficient on total household assets, 

the coefficient on total household debt doesn’t appear to be economically significant. 

 To address the primary question of this thesis, we must look at the relationship between 

the coefficient on total household assets and total household debt, adjusted for the use of logs in 

the regression (as discussed in the Data/Methods section). We want to compare the coefficients 

of both variables multiplied by 1/x (where x is equal to their respective median values), to truly 

analyze the asset-debt relationship. The debt side of this equation will also include a negative 

sign, given the assumed negative relationship between debt and subjective well-being. For total 

household assets, this value is [0.0119065*(1/$415,102)]= 2.87e-8. For total household debt, this 

value is [-0.0203763*(1/$13,300)]= 1.53e-6. Using Stata to test the null hypothesis that the 

relationship between assets and debt is in fact equal and opposite, a p-value of 0.000 leads us to 

interpret that it is unlikely that the variables are exactly equal in terms of magnitude. However, 
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the variables are opposite in sign. Note that the coefficient values are insignificant in absolute 

terms. However, total household debt appears to be marginally larger than total household assets. 

In the framework of mental accounting, this could be interpreted as meaning that subjective well-

being is (marginally) more affected by changes in total household debt than by the same 

quantitative change in total household assets. In other words, individuals worry more about debt, 

as 1% less in debt would make individuals feel marginally happier than 1% more in assets 

would. Thus, the assets-debt relationship with happiness doesn’t appear to hold.  

 As for the other variables in the regression: age, age squared, each of the dummy 

variables for physical health, the ‘graduate school’ and ‘college level’ dummies for education 

level, the ‘married’, ‘separated or divorced’ and ‘never married but living with someone’ 

dummies for marital status were all highly statistically significant. The number of children 

variable was statistically significant at the 3.9% level; the ‘unemployed’ dummy for employment 

status was significant at the 6.8% level. Additionally, the ‘female’ gender dummy was only 

significant at 11.4%. The control variable with the most economically significant coefficient (for 

each of its dummy variables) was physical health. For example, individuals who reported a 

physical health status of “excellent” are predicted to have, on average, 2.66 more units of 

subjective well-being (on the 0-10 scale) than those individuals who reported a physical health 

status of “poor”, ceteris paribus. Individuals who are married are predicted to have, on average, 

0.37 more units of subjective well-being than those individuals who were never married and are 

not living with someone, all else equal. With regard to gender, females are predicted to have 0.11 

more units of subjective well-being than do males. However, one should keep in the mind the 

gender imbalance of the sample after including the household head proxy variable. 
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Individuals who had a college level degree are predicted to have, on average, 0.16 less 

units of subjective well-being than those individuals who have high schools degrees or haven’t 

finished high school. In terms of employment status, individuals who are unemployed are 

predicted to have, on average, 0.22 less units of subjective well-being than those individuals who 

are not in the labor force. For each additional child an individual has, the regression predicted 

that their subjective well-being would increase by 0.034, on average, all else equal. As for 

household disposable income, the coefficient was neither statistically nor economically 

significant. This result appears inconsistent with traditional behavioral economics, as it could be 

assumed that household disposable income has some type of significant effect on one’s 

happiness. It is also interesting to note that the sign on the coefficient is negative, i.e. an increase 

in household disposable income decreases subjective well-being.  

 One should also note the relationship between age and subjective well-being. The 

coefficient on age is -0.0201333, while the coefficient on age squared is 0.0003512. This can be 

interpreted to mean that a change in subjective well-being due to a change in age is equal to -

0.0201333 + (0.0003512*age). Thus, subjective well being has a downward slope as age 

increases until one reaches the minimum age of approximately 57.3 years old, when it begins to 

slope back upwards. This supports the quadratic relationship found in Blanchflower and Oswald 

(2008) between subjective well-being and age, as previously mentioned.  

 Looking at the next regression, which accounts for the log of individual disposable 

income rather than that of household disposable income, we can refer to Table 2. In this variation 

of the regression, neither the log of total household assets, log of total household debt variables 

(and thus the assets-debt relationship), nor the control variables change in terms of their 

statistical significance from the initial regression. In addition, none of the coefficients had 
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noteworthy changes in economic significance. The coefficient for the log of individual 

disposable income, however, in comparison to that of log of household disposable income, has a 

positive sign and is marginally more economically significant. This interpretation is unexpected, 

as one would think that household and individual disposable income move similarly (i.e. have 

the same sign), and thus affect subjective well-being in a similar manner. However, neither the 

household disposable income variable nor the individual disposable income variable were found 

to be statistically significant. Given that no significant economic or statistical changes occurred 

between the two models, the following models presented for analysis were run isolating only for 

household disposable income.  

The next regression builds upon the initial regression by including interaction terms. This 

regression analyzes whether the separate relationships of total household assets, total household 

debt and household disposable income with subjective well-being are different for males and 

females. After testing for correlation between all the variables in the regression in Stata, the only 

variables of potential concern were the three mentioned. Thus, three interaction terms were 

included to isolate these potential differences for genders: femdebt (female*ln_debt), femassets 

(female*ln_assets), and femhhinc (female*ln_hhinc). Referring to Table 3, we see that the 

statistical and economic significance of all the variables except for the gender dummy remain 

unchanged. The gender dummy variable’s new statistical insignificance indicates that there is no 

difference in the slope of happiness between males and females. None of the interaction terms 

appear to be statistically or economically significant. This means we cannot conclude that there 

is a difference in how assets, debt or household income affect the happiness of males versus 

females.  
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However, it is useful to give an example of how to interpret the estimates. We note that 

the predicted effect of an additional 1% in total household debt for a male in the sample is a 

.0002 lower level of subjective well-being. The predicted effect of an additional 1% in total 

household debt for a female in the sample is a .00004 lower level of subjective well-being (-

.0002+.00016). The interaction terms that involve total household assets and household 

disposable income can be interpreted in a similar manner. Doing an F-test for the three 

interaction terms and the gender dummy, a p-value of 0.2278 leads us to believe we cannot reject 

the null hypothesis that the three interaction terms and the gender dummy are jointly equal to 

zero. Using F-tests for each individual interaction term with the gender dummy, each F-test 

yields large p-values, indicating that it is very likely that males and females have the same 

intercept of happiness (i.e. ‘initial’ subjective well-being) for each interacted variable: total 

household assets, total household debt and household disposable income, individually. 

Consequently, in the following regression, we will continue to use the initial, more restricted 

model that does not account for interaction effects (but does still include the gender dummy).  

 Given the framing of the assets-debt relationship question under the mental accounting 

pretext, the final regression aims to analyze the particular effect of different ‘types’ of assets and 

debt on subjective well-being. As described in the previous literature, accounts that are viewed 

with different mental frameworks are likely to have different effects on subjective well-being. 

Thus, this regression splits the total household assets and total household debt variables into 

smaller components, to determine whether different types of accounts have different effects on 

subjective well-being. For total household assets, I have split the variable into smaller variables 

of financial assets and non-financial assets. These variables were already present in the dataset, 

as previously discussed (fhwfini and fhwnfii, renamed to finassets and nonfinassets, respectively). 
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As for total household debt, I have split the variable into smaller variables of ‘guilty’ and ‘non-

guilty’ debt, using already available variables in the dataset to create new designations 

(guiltydebt and nonguiltydebt, respectively). The ‘guilty’ debt category is comprised of credit 

card debt (fhwccdti), other personal debt7 (fhwothdi) and overdue household head bills 

(fhwobdti). The ‘non-guilty’ debt category consists of HECS debt (fhwhecdi), business debt 

(fhwbusdi) and property debt (fhwtpdi). All four of the smaller component variables (financial 

assets, non-financial assets, ‘guilty’ debt and ‘non-guilty’ debt) are in log form in the regression, 

to allow for a more uniform distribution.  

 Briefly, it is useful to understand the descriptive statistics of the smaller component 

variables. Regarding financial assets, the sample has a median value of $69,000 (in 2006 

Australian dollars), with a mean of $214,277.9 and a standard deviation of 489,453.3. Financial 

assets range from $0 to $4,744,925. The sample has a median value of non-financial assets of 

$311,000, with a mean of $504,502.3 and a standard deviation of 1,025,508. Non-financial assets 

range from $0 to $14,400,000. As for ‘guilty’ debt, the sample has a mean value of $14,462.16, 

with a standard deviation of 67,056.38. ‘Guilty’ debt ranges from $0 to $1,089,301. Finally, 

‘non-guilty’ debt has a mean value of $95,419.35 and a standard deviation of 223,540.4 in the 

sample. ‘Non-guilty’ debt ranges from $0 to $4,938,565.  

Given previous literature, a split of debt into components that are more superfluous and 

more essential could help to better analyze the greater temptation to withdraw savings (i.e. rack 

up debt, in this case) from the more unwarranted accounts. Splitting financial and non-financial 

assets apart would have a similar analytical benefit. Furthermore, we can look at how these 

different types of assets and debt affect subjective well-being, as to whether marginal increases 

                                                 
7 This variable was included in the ‘guilty’ debt category as it includes other types of overdue bills. 
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in certain types of assets or debt derive greater subjective well-being than others. The following 

results must be considered carefully, however, given that the disaggregation of the various 

components of assets and debt into the smaller categories has been done on a subjective basis. 

That is to say, the links between the different categories may not be framed in exactly the 

groupings they are actually perceived to be in by individuals.  

Referring to Table 4, we note that the coefficients of neither the two split-assets variables 

nor the two split-debt variables are statistically significant. The coefficient on the log of financial 

assets is negative, which is unexpected given the boost in happiness acquiring assets is presumed 

to bring. However, the coefficient is only slightly negative, and this could be due to randomness 

given the lack of statistical significance. Equally unusual is the positive coefficient on the log of 

‘guilty’ debt variable, via the opposite reasoning. However, this can likely be discounted for the 

same reasons as the coefficient on financial assets. Despite this discounting, it is interesting to 

note that the split variables among both debt and assets differ in their sign, noting that different 

types of debt affect subjective well-being in different manners (as well as for assets, although to 

a lesser extent). Age and age squared remained highly statistically significant, while the gender 

dummy increased slightly in economic and statistical significance. The ‘employed’ dummy for 

employment status changed the sign of its coefficient to positive, but was still statistically 

insignificant. Of the physical health dummies, the ‘fair’ health dummy lost economic 

significance and became statistically insignificant, while the other physical health dummies 

remained unchanged in statistical significance. As for education, the ‘graduate school’ dummy 

dropped to a statistical significance of 7.7%, while the ‘college level’ dummy became 

statistically insignificant and the ‘beyond high school but not in college’ dummy became 

statistically significant at 5.1%. With regard to marital status, the ‘separated or divorced’ dummy 
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dropped to a statistical significance of 10.3%, while the ‘widowed’ dummy’s coefficient became 

positive (yet, it still remained statistically insignificant). In addition, the ‘never married but living 

with someone’ dummy became statistically insignificant. Finally, the number of children 

variable became statistically insignificant with a negative coefficient, as did the coefficient for 

the log of household disposable income variable (however, it still remained statistically 

insignificant).  

While the variables of primary concern, i.e. the two assets category variables and the two 

debt category variables, were found to be statistically insignificant, the modified final regression 

appears to have changed the statistical significance and sign of several other coefficients. 

Furthermore, the signage difference amongst the split asset and debt variables is interesting, as it 

speaks to the potential effects of mental accounting on an individual’s propensity to accumulate 

assets or pay down debt. However, as previously mentioned, these results could be a pure 

consequence of randomness. Additionally, the splitting of the asset and debt variables appears to 

have dropped a significant amount of observations out of the final regression, which is important 

to note.  

Along with these specific issues regarding the final regression, there are other 

econometric issues that need to be kept in mind when considering the general results of this 

thesis. In such behavioral analysis, the problem of omitted variable bias is always present, as 

there may be additional variables not included in the regressions that have significant 

explanatory power. Furthermore, endogeneity bias is a concern, as some independent variables 

may be correlated to the error term. Further study on the topic of this thesis could explore 

additional variables to include in similar regressions, in order to minimize omitted variable bias. 

Such research could also attempt to implement instrumental variables in order to reduce the 
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problem of endogeneity. This thesis attempted to correct for heteroskedasticity (determined to be 

present in this analysis through the Breusch-Pagan test) using robust standard errors. However, it 

is also possible deal with this issue using the weighted least squares (WLS) model, which could 

be used in such future research. 

 

VI. Conclusion: 

 From the analysis carried out in this thesis, we can see that the high statistical 

significance of total household debt remains in each version of the regression. Total household 

assets, on the other hand, are not statistically significant in any version of the regression. As for 

the primary question of the analysis, the initial regression demonstrated that the assets-debt 

relationship with happiness did not hold with this sample. While the coefficients for total 

household assets and total household debt were in fact opposite in their signs, they were not 

equal in terms of magnitude. This outcome is supported by previous literature, as the different 

perceptions of assets and debt (as dictated by ‘mental framing’) that individuals have could cause 

a skew in the 1:1 ratio. Having lesser amounts of debt (in percentage terms) appears to make 

individuals in the sample marginally happier than greater amounts of assets (in percentage 

terms). However, we have to be careful about assuming causation in this result, as there could be 

a variety of other factors leading to this outcome.  

 Furthermore, the dummy variables for physical health were found to be the most 

economically and statistically significant variables in the analysis across the versions of the 

regression. However, it is important to keep in mind the possibility of reverse causality in this 

case, as it is possible that individuals with higher levels of subjective well-being feel physically 

healthier. That is to say, happiness could be a factor in determining physical health, instead of 

greater health causing greater happiness (as these results exhibit). Age was also found to be 



MENTAL ACCOUNTS: HOW OUR PERCEPTION OF ASSETS AND DEBT AFFECTS HAPPINESS           28   

significant across the different versions of the regression, with the quadratic relationship between 

age and subjective well-being, found in previous studies, supported by these results. 

Interestingly, both household and individual disposable income were not found to be statistically 

or economically significant across any versions of the regression. This result was unexpected, 

given the traditionally close economic and psychological links one associates between levels of 

income and personal happiness. Moreover, the difference in signs of the coefficients for 

household disposable income and individual disposable income respectively were not 

anticipated, as it would be assumed that both variables moved together.  

 Finally, the inclusion of interaction terms, in conjunction with various F-tests, indicated 

no difference in the slope of happiness between males and females. They also led to the 

conclusion that we cannot say there is a difference in how assets, debt or household disposable 

income affect the happiness of males versus females in the sample. Moreover, it is very likely 

that males and females have the same intercept of happiness for the three aforementioned 

variables. The final regression analysis, which sought to isolate the effects of different types of 

assets and debt on subjective well-being, found unexpected signs on the coefficients for ‘guilty’ 

debt and financial assets (positive and negative, respectively). Additionally, these two split 

variables differed from their respective ‘other-halves’, potentially hinting at the different effects 

on happiness different types of assets and debt have. One must note the lack of statistical 

significance with these split coefficients though. The general analysis has been corrected for 

heteroskedasticity via robust standard errors. However, these results should be viewed cautiously 

given the various caveats discussed. Regardless, the analysis provides an intriguing insight into 

the potential links between mental accounting, the bias it causes in perceiving one’s assets and 

debt, and the happiness one derives from it as a result.   
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IX. Data Appendix:  

1. Descriptive Variables 
 
Variable name: fhhrhid 
Data source: 1 
Missing observations: 0/6957 
Variable description: Randomized household ID 
Variable values and coding: 5-digit number identifying which household individual belongs to 
in sample 
 
 
Variable name: fhhrpid 
Data source: 1 
Missing observations: 0/6957 
Variable description: Randomized individual ID 
Variable values and coding: 7-digit number. First five digits are identical to all other members 
of their particular household, while the last two digits identify the specific individual within that 
household 
 
 
Variable name: head 
Data source: 1 
Missing observations: 0/6957 
Variable description: Household head proxy variable. Individuals from entire sample were 
marked with this proxy if they were male, in a couple: with a child under 15, with a dependent 
student over 15, with a non-dependent child over 15, or without a child. Additionally, single 
males or females were marked with this proxy if they had: a child under 15, a dependent student 
over 15, a non-dependent child over 15, or did not have a child (i.e. a lone person) 
 
 
Variable name: female 
Data source: 1 
Missing observations: 0/6957 
Variable description: Sex of individual 
Variable values and coding: 0-Male, 1-Female 
Frequency distribution: 
 
Sex          |      Freq.     Percent        Cum. 
------------+----------------------------------- 
       Male |      5,187       74.56       74.56 
    Female |      1,770       25.44      100.00 
------------+----------------------------------- 
      Total  |      6,957      100.00 
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Variable name: employ 
Data source: 1 
Missing observations: 342/6957 
Variable description: Employment status of individual 
Variable values and coding: 1-Employed full-time, 2-Employed part-time, 3-Unemployed and 
looking for full-time work, 4-Unemployed and looking for part-time work, 5-Not in the labor 
force and marginally attached, 6-Not in the labor force and not marginally attached 
Frequency distribution: 
 
Current          | 
 Employment | 
     Status        |      Freq.     Percent       Cum. 
----------------+------------------------------- 
                    1 |      3,637       54.98      54.98 
                    2 |        776       11.73       66.71 
                    3 |        124        1.87        68.59 
                    4 |         37        0.56         69.15 
                    5 |        253        3.82        72.97 
                    6 |      1,788       27.03      100.00 
----------------+------------------------------- 
              Total |      6,615      100.00 
 
Variable     |       Obs        Mean    Std. Dev.       Min        Max 
-------------+-------------------------------------------------------- 
      employ |      6615    2.676039    2.191703          1          6 
 
 
Variable name: health 
Data source: 1 
Missing observations: 1211/6957 
Variable description: Self-assessed physical health of individual 
Variable values and coding: 1-Excellent, 2-Very good, 3-Good, 4-Fair, 5-Poor 
Frequency distribution: 
 
Health          | 
(1-Excellent | 
      , 5-Poor) |      Freq.     Percent        Cum. 
---------------+-------------------------------- 
                  1 |        537        9.35        9.35 
                  2 |      1,891       32.91       42.26 
                  3 |      2,141       37.26       79.52 
                  4 |        951       16.55       96.07 
                  5 |        226        3.93      100.00 
---------------+-------------------------------- 
            Total |      5,746      100.00 
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    Variable |       Obs        Mean    Std. Dev.       Min        Max 
-------------+-------------------------------------------------------- 
      health   |      5746    2.728159    .9757177          1          5 
 
 
Variable name: educ 
Data source: 1 
Missing observations: 345/6957 
Variable description: Highest level of education achieved by individual 
Variable values and coding: 1-Postgrad (M.A. or Ph.D.), 2-Grad diploma or grad certificate, 3-
Bachelors or honors, 4-Advanced diploma or diploma, 5-Cert III or IV, 6-Cert I or II, 7-Cert not 
defined, 8-Year 12, 9-Year 11 and below 
Frequency distribution: 
 
Highest       | 
  Education | 
      Level    | 
   Achieved | 
(1-highest,  | 
  9-lowest)  |      Freq.     Percent        Cum. 
--------------+---------------------------------- 
                1 |        273        4.13        4.13 
                2 |        320        4.84        8.97 
                3 |        803       12.14       21.11 
                4 |        609        9.21       30.32 
                5 |      1,688       25.53       55.85 
                6 |         76        1.15       57.00 
                7 |         43        0.65       57.65 
                8 |        762       11.52       69.18 
                9 |      2,038       30.82      100.00 
--------------+----------------------------------- 
          Total |      6,612      100.00 
 
    Variable |       Obs        Mean    Std. Dev.       Min        Max 
-------------+-------------------------------------------------------- 
        educ   |      6612    5.957804    2.600781          1          9 
 
 
Variable name: marital 
Data source: 1 
Missing observations: 342/6957 
Variable description: Marital status of individual 
Variable values and coding: 1-Married, 2-Separated but not divorced, 3-Divorced, 4-Widowed, 
5-Never married but living with someone, 6-Never married and not living with someone 
Frequency distribution: 
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Current    | 
    Marital | 
     Status  |      Freq.     Percent        Cum. 
------------+----------------------------------- 
             1 |      3,066       46.35       46.35 
             2 |        337        5.09       51.44 
             3 |        880       13.30       64.75 
             4 |        654        9.89       74.63 
             5 |        562        8.50       83.13 
             6 |      1,116       16.87      100.00 
------------+----------------------------------- 
      Total |      6,615      100.00 
 
    Variable |       Obs        Mean    Std. Dev.       Min        Max 
-------------+-------------------------------------------------------- 
     marital  |      6615    2.796977    1.954825          1          6 
 
 
Variable name: happy 
Data source: 1 
Missing observations: 345/6957 
Variable description: Subjective well-being 
Variable values and coding: 0-10 scale, 0-Least Happy, 10-Most Happy 
Frequency distribution: 
 
Subjective    | 
 Well-Being | 
      (0-10      | 
     scale)      |      Freq.     Percent        Cum. 
---------------+--------------------------------- 
                 0 |         10        0.15        0.15 
                 1 |         12        0.18        0.33 
                 2 |         35        0.53        0.86 
                 3 |         43        0.65        1.51 
                 4 |         76        1.15        2.66 
                 5 |        349        5.28        7.94 
                 6 |        434        6.56       14.50 
                 7 |      1,392       21.05       35.56 
                 8 |      2,201       33.29       68.84 
                 9 |      1,268       19.18       88.02 
               10 |        792       11.98      100.00 
--------------+--------------------------------- 
           Total |      6,612      100.00 
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Variable    |       Obs        Mean    Std. Dev.       Min        Max 
-------------+-------------------------------------------------------- 
       happy |      6612    7.796128    1.516769          0         10 
 
 
2. Quantitative Variables 
 
Variable name: numchild 
Data source: 1 
Missing observations: 537/6957 
Variable description: Number of children of individual 
Frequency distribution: 
 
Variable      |       Obs        Mean    Std. Dev.       Min        Max 
---------------+-------------------------------------------------------- 
    numchild |      6420    1.888006    1.576451          0         13 
 
Histogram: 
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Box plot: 

 
 
Variable name: age 
Data source: 1 
Missing observations: 342/6957 
Variable description: Age of individual 
Frequency distribution: 
 
Variable    |       Obs        Mean    Std. Dev.       Min        Max 
-------------+-------------------------------------------------------- 
         age   |      6615    49.35495    17.53064         16         93 
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Histogram: 

 
 
Box plot: 
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Variable name: assets 
Data source: 1 
Missing observations: 0/6957 
Variable description: Total Household Assets (in 2006 Australian dollars) 
Frequency distribution: 
 
    Variable |       Obs        Mean    Std. Dev.       Min        Max 
--------------+-------------------------------------------------------- 
      assets    |      6957    716816.2     1258655       0     1.28e+07 
 
Histogram of Total Household Assets: 
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Histogram of Log of Total Household Assets: 

 
 
Box plot of Total Household Assets: 
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Box plot of Log of Total Household Assets: 

 
 
 
Variable name: debt 
Data source: 1 
Missing observations: 0/6957 
Variable description: Total Household Debt (in 2006 Australian dollars) 
Frequency distribution: 
 
Variable    |       Obs        Mean    Std. Dev.       Min        Max 
-------------+-------------------------------------------------------- 
        debt   |      6957    109672.6    241345.4       0       2437931 
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Histogram of Total Household Debt: 

 
 
Histogram of Log of Total Household Debt: 
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Box plot of Total Household Debt: 

 
 
Box plot of Log of Total Household Debt: 

 
 
 



MENTAL ACCOUNTS: HOW OUR PERCEPTION OF ASSETS AND DEBT AFFECTS HAPPINESS           43   

Variable name: indiv_inc 
Data source: 1 
Missing observations: 0/6957 
Variable description: Individual Disposable Income (in 2006 Australian dollars) 
Frequency distribution: 
 
Variable     |       Obs        Mean    Std. Dev.       Min        Max 
--------------+-------------------------------------------------------- 
   indiv_inc |      6957    38115.82    30289.42      32       415815 
 
Histogram of Individual Disposable Income: 
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Histogram of Log of Individual Disposable Income: 

 
 
Box plot of Individual Disposable Income: 
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Box plot of Log of Individual Disposable Income: 

 
 
 
Variable name: household_inc 
Data source: 1 
Missing observations: 0/6957 
Variable description: Household Disposable Income (in 2006 Australian dollars) 
Frequency distribution: 
 
Variable          |       Obs        Mean    Std. Dev.       Min        Max 
-----------------+---------------------------------------------------- 
household_~c |      6957    58616.68    44972.22     120       494118 
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Histogram of Household Disposable Income: 

 
 
Histogram of Log of Household Disposable Income: 
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Box plot of Household Disposable Income: 

 
 
Box plot of Log of Household Disposable Income: 
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X. Tables: 

Table 1 

Variable     

happy Coefficient 
Robust Standard 
Error T-statistic P-value 

ln_assets 0.0119065 0.0155819 0.76 0.445 

ln_debt -0.0203763 0.0047735 -4.27 0 

age -0.0201333 0.0081043 -2.48 0.013 

agesq 0.0003512 0.0000804 4.37 0 

female 0.1142245 0.0722125 1.58 0.114 

job_1 -0.066501 0.0746911 -0.89 0.373 

job_2 -0.22088 0.1210315 -1.82 0.068 

heal_1 2.661087 0.1845826 14.42 0 

heal_2 2.140546 0.1791041 11.95 0 

heal_3 1.662979 0.1791733 9.28 0 

heal_4 1.102524 0.1855281 5.94 0 

educ_1 -0.1771983 0.0640703 -2.77 0.006 

educ_2 -0.1613223 0.0572988 -2.82 0.005 

educ_3 -0.0661436 0.0454986 -1.45 0.146 

mar_1 0.3749098 0.0768943 4.88 0 

mar_2 -0.4072428 0.1097294 -3.71 0 

mar_3 0.0651785 0.0999959 0.65 0.515 

mar_4 0.3710353 0.0860108 4.31 0 

numchild 0.0339001 0.0163994 2.07 0.039 

ln_hhinc -0.0025257 0.0423895 -0.06 0.952 

_cons 5.964295 0.4272292 13.96 0 

*Number of observations: 4,850 
*R-squared: 0.2023 
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Table 2 

Variable     

happy Coefficient 
Robust Standard 
Error T-statistic P-value 

ln_assets 0.0103052 0.0150932 0.68 0.495 

ln_debt -0.0204963 0.0047537 -4.31 0 

age -0.020361 0.0080802 -2.52 0.012 

agesq 0.0003546 0.00008 4.43 0 

female 0.1147598 0.0722165 1.59 0.112 

job_1 -0.0744968 0.0756566 -0.98 0.325 

job_2 -0.2212795 0.1209731 -1.83 0.067 

heal_1 2.656871 0.1845791 14.39 0 

heal_2 2.136566 0.1791417 11.93 0 

heal_3 1.659617 0.1791691 9.26 0 

heal_4 1.10047 0.185585 5.93 0 

educ_1 -0.1846602 0.0644503 -2.87 0.004 

educ_2 -0.1656841 0.0571817 -2.9 0.004 

educ_3 -0.0674979 0.045509 -1.48 0.138 

mar_1 0.3736009 0.0751518 4.97 0 

mar_2 -0.4088484 0.1093757 -3.74 0 

mar_3 0.0626921 0.1002166 0.63 0.532 

mar_4 0.3708981 0.0840407 4.41 0 

numchild 0.0334725 0.0164058 2.04 0.041 

ln_inc 0.0148651 0.0356355 0.42 0.677 

_cons 5.818734 0.3899919 14.92 0 

*Number of observations: 4,850 
*R-squared: 0.2023 
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Table 3 
 
Variable     

happy Coefficient 
Robust Standard 
Error T-statistic P-value 

ln_assets 0.0123124 0.0192276 0.64 0.522 

ln_debt -0.0232637 0.0050824 -4.58 0 

age -0.0206247 0.0081324 -2.54 0.011 

agesq 0.000354 0.0000806 4.39 0 

female -0.2431146 0.8269907 -0.29 0.769 

job_1 -0.0616059 0.0745354 -0.83 0.409 

job_2 -0.2238008 0.1211355 -1.85 0.065 

heal_1 2.668291 0.1844411 14.47 0 

heal_2 2.145438 0.1789337 11.99 0 

heal_3 1.666402 0.1789668 9.31 0 

heal_4 1.105743 0.1852856 5.97 0 

educ_1 -0.1817062 0.0641541 -2.83 0.005 

educ_2 -0.164383 0.0573597 -2.87 0.004 

educ_3 -0.0700623 0.0455312 -1.54 0.124 

mar_1 0.4019621 0.0793162 5.07 0 

mar_2 -0.3984922 0.1101516 -3.62 0 

mar_3 0.1304848 0.1126836 1.16 0.247 

mar_4 0.3965157 0.0876575 4.52 0 

numchild 0.0334969 0.0164275 2.04 0.041 

ln_hhinc -0.0121949 0.0489445 -0.25 0.803 

femdebt 0.0160663 0.0112273 1.43 0.152 

femassets -0.0045238 0.0268025 -0.17 0.866 

femhhinc 0.0306664 0.0882474 0.35 0.728 

_cons 6.075043 0.4748051 12.79 0 

*Number of observations: 4,850 
*R-squared: 0.2029 
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Table 4 
 
Variable     

happy Coefficient 
Robust Standard 
Error T-statistic P-value 

ln_finassets -0.0149648 0.0314067 -0.48 0.634 

ln_nonfinassets 0.0059575 0.0529324 0.11 0.91 

ln_guiltydebt 0.0067615 0.0194721 0.35 0.728 

ln_nonguiltydebt -0.0020237 0.046946 -0.04 0.966 

age -0.0807376 0.0266185 -3.03 0.002 

agesq 0.0010274 0.0002908 3.53 0 

female 0.293276 0.1804601 1.63 0.104 

job_1 0.2175889 0.2252018 0.97 0.334 

job_2 -0.1297634 0.349124 -0.37 0.71 

heal_1 2.162388 0.4518756 4.79 0 

heal_2 1.798077 0.4447581 4.04 0 

heal_3 1.278956 0.4468321 2.86 0.004 

heal_4 0.6999852 0.4605822 1.52 0.129 

educ_1 -0.188999 0.1068447 -1.77 0.077 

educ_2 -0.1185934 0.0982518 -1.21 0.228 

educ_3 -0.1718623 0.0881341 -1.95 0.051 

mar_1 0.4994 0.1566398 3.19 0.001 

mar_2 -0.3700381 0.2267964 -1.63 0.103 

mar_3 -0.4095175 0.4694568 -0.87 0.383 

mar_4 0.2392993 0.1719586 1.39 0.164 

numchild -0.0304837 0.0358712 -0.85 0.396 

ln_hhinc 0.125114 0.1048827 1.19 0.233 

_cons 5.919606 1.097432 5.39 0 

*Number of observations: 1,389 
*R-squared: 0.1785 
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XI. Figures: 
Figure 1: 
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Figure 2: 

 

Figure 3a: 
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Figure 3b: 

 

Figure 4: 
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Figure 5: 

 

Figure 6:  
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Figure 7: 
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Figure 8: 

 

Figure 9: 
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Figure 10: 

 

Figure 11:  
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Figure 12:  

 

Figure 13: 
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Figure 14: 

 

Figure 15: 
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Figure 16: 

 

Figure 17: 
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Figure 18: 

 


