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WHAT WE WANT TO KNOW

One of the most important financial decisions we make in our life is whether to buy a
house or not. In that context, it is worth knowing whether we will be happiness in a
house of our own than in a rented house. There are advantages and disadvantages
to both options; to name a few: buying your house is mostly economical in the long
run and provides more control over your housing. Yet, renting allows for more
flexibility in life and home-ownership involves mostly a mortgage debt. It is difficult to
predict their relative weight of these advantages and disadvantages and how these
will balance in our case.

For that reason, it is helpful to know how other people have fared in the past,
people like us in particular. Were the home-owners typically happier? If so, how big
was the difference with renters? Did the effect of home-ownership differ across
places and social strata? How about the effect off home-ownership at the end of life?

Next to these questions on how home-ownership has affected the happiness
of residents, we would like to know why that has happened, since insight in causality
will allow us a better estimate of the probability that this experience of others in the
past will apply to us in the future.

WHAT WE DO KNOW

How happy home-owners and renters have been in the past has been assessed in
several empirical studies. Below is a review of the now available findings.

Review method

| start with a definition of both ‘home-ownership’ and ‘happiness’. On that basis |
gather empirical studies that considered the relationship between these phenomena.
| do that using the World Database of Happiness. This is a web-based ‘findings
archive’ which allows for a new technique for presenting research findings in review
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papers like this one.
Concepts

Home-owner.

A home-owner holds the property right of his or her residence, property rights
differing slightly across time and places. Next to full home ownership, there are
several kinds of partial ownership, such as time-limited ownership (redemption), joint
ownership with others, usufruct and the right to use a house free of charge. House-
ownership is recoded in juridical documents and public registrations, but in survey
research it is measured using self-reports.

Happiness.

The world ‘happiness’ is being used for various meanings. In this book, all authors
limit to happiness in the sense of life-satisfaction. Following Veenhoven (1984)
happiness is defined as the subjective enjoyment of one’s life as a whole. In short,
how much one likes the life one lives. This phenomenon is also referred to by other
names, such as ‘subjective well-being’, ‘perceived quality of life’ and ‘life-satisfaction’.
This concept is focal in the World Database of Happiness (WDH) on which | draw for
this chapter. It explained in more detail in chapter 2 of the introductory text to the
Bibliography of the WDH ‘Concept of Happiness’

Differences with other satisfactions. Happiness in the sense of the ‘subjective
enjoyment of one’s life-as-a-whole’, should not be equated with happiness in the
sense of passing pleasure. You can have good moments in your home while its
ownership is actually a burden which depresses your overall life-satisfaction.
Likewise, you can be satisfied with the house you own but not with your life-as-a-
whole.

Measurement. Since happiness is something, people are aware of and can express,
it can be measured using questioning. A common survey question on happiness
reads: ‘Taking all together, how satisfied or dissatisfied are you with your life-as-a-
whole these days? Please express this in a number between 1 and 10, where 1
stands for ‘dissatisfied’ and 10 for ‘satisfied””. Not all questions that claim to assess
‘happiness’, adequately measure happiness as defined here. A collection of
measures that have passed a test for face-validity is available in the WDH collection
Measures of Happiness.

Gathering findings on the relation between home-ownership and happiness
A usual literature search would require that different bibliographies and abstract
systems are scrutinized, using different keyword and that the papers found be read to
establish whether the above defined concepts are addressed.

In this case, we rely on the World Database of Happiness, which covers all
scientific publications on happiness in the sense of life-satisfaction up to 2020. The
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Structure of this archive of research findings is given in Figure 1. Detail about
gathering of research reports is available in the introductory text to the WDH
Bibliography Collection and selection of publications.

Publications are first selected on whether they report an empirical study on
happiness, and next for empirical studies that used a valid measure of happiness.
The findings obtained in these studies are then described in a standard format and
terminology on electronic ‘finding-pages’, which are sorted by subject. An example of
a finding page is given on Figure 2.

To date (July 2024) the World Database of Happiness holds 115 finding pages
on the correlation between happiness and ownership of current dwelling.

Figure 1 about here
Figure 2 about here

Presentation of the findings

Finding pages have a unique internet address and this allows for a new way of
summarizing the research results. Instead of recapitulating the outcomes verbally in a
text with references, | present these in tables using + and — signs. Links behind these
signs lead the reader to an online finding page with full detail.

Meaning of signs: Positive relations are indicated using a +, negative correlations
using a — sign. Statistical significance is reported using a bold sign: + or —. When the
correlation is insignificant and the direction of correlation is not reported, we use a 0.
When different results are reported across sub-populations or in different
specifications, | use a string of symbols, e.g. +/+/0/-. Here subsequent controls have
reduced an initial positive correlation to a negative correlation.

Sorting by method. In the tables 1 and 2 | distinguish between three methods used to
gather data: cross-sectional studies, in which same-time relationships between
home-ownership and happiness is assessed, longitudinal studies, in which changes
in happiness following chances in home-ownership are assessed, and experimental
studies, in which the effect of induced change in home-ownership on happiness is
assessed. These methodological differences are presented horizontally in the tables.

| also distinguished raw (zero-order) correlations from partial correlations that
resulted from a multi-variate analysis'. Note: several studies report both raw and
partial correlations; in such cases the same finding page appears in different columns
of the tables of this review.

This technique provides a short-hand overview of the available research findings and
allows a visualization of blank spots. Advantages and disadvantages are described in
Veenhoven et al 2022.
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Results

The direction of statistical relations observed are reported in Table 1. Splits of the
same findings are presented in Table 2. What does this all tell about the happiness of
home-owners?

Home-owners happier

Among the cross-sectional findings summarized in Table 1 all the bi-variate
associations are positive. This pattern appears in comparisons of owners versus non-
owners and of owners and renters. These findings suggest that home-ownership
adds to happiness.

Next to full house ownership, there are several kinds of partial ownership,
such as time-limited ownership (redemption), joint ownership with others, usufruct
and the right to use a house free of charge. The correlation with happiness of these
ownership modalities has been addressed in two cross-sectional studies, the results
of which are summarized in the lower part of Table 1. These findings suggest again
that home-ownership of what-ever type tends to go with greater happiness.

Checks for spurious correlation:

Yet positive correlations can be misleading, for instance if homeowners are more
often married and their greater happiness is driven by marital status. Such spurious
effects can be neutralized in multi-variate analysis and the column ‘partial’ in Table 1
shows the partial correlations that remain after control for such variables. Most of
these partial correlations are positive and suggest that home ownership fosters
happiness.

In 6 cases, the correlation between home-ownership and happiness
disappears and in 4 cases the partial correlation is negative. A closer look at these
divergent findings reveals that in 6 of the cases satisfaction with life domains has
been controlled’, which is likely to have wiped out the correlation with satisfaction
with life as a whole (happiness).

In 2 cases, control did change the picture. Both studies were done in the USA,
one among the general public, which controlled for age and socio-economic status"
and one among womenY, which additionally controlled for family situation and
average income in the neighborhood. These controls could be too severe and wash
out the true effects of home-ownership on happiness, in particular the control for
income. Part of the effect of income on happiness is in what income allows one to
buy with it and among these expenses is a house. So, these few divergent findings
do not convince.

Causality

A positive correlation can be due to an effect of home-ownership on happiness as
well as from an effect of happiness on owning one’s home. What do the available
data tell about cause and effect?
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Follow-up studies: Longitudinal research designs are more suited to identify reverse
causation. Three longitudinal findings are available on the topic of home-ownership
and all three show, that a change to home-ownership is typically accompanied by a
rise in happiness. Yet, these studies do not show what came first; the buying of a
house or the rise in happiness.

Experiments: Experimental studies provide the best evidence for causality, and two
such studies show a positive effect of home-ownership on happiness. One was done
among low-income Americans who participated in a home-ownership program
involving soft loans"'. One and a half years after purchase of their home, these
people had become happier than a matched control group who still rented their
home. Likewise, in a legalization program among illegal land occupants in Brazil'' an
experimental group who came to own their homes became happier than a control
group, in spite of the fact that they now had to pay tax on their property.

Taken all together there is little doubt that home-ownership tends to work out
positively on happiness, which is not to say that it always does.

Table 1 about here

Similar across populations

The effects of home-ownership on happiness may not be the same for everybody
and for that reason we checked for differences in the populations studied. The splits
we performed are summarized in Table 2.

The first thing that strikes the eye is that the pattern of positive associations is
similar across highly developed and medium developed nations. Apparently, the
positive effect of home-ownership is universal. Specification by populations within
nations shows a positive correlation between the happiness of adolescent students
and the home-ownership of their parentsVii.

At first sight, a different pattern exists among elderly people. All the non-
positive findings reported for this age category come from a 5-country study by
Mollenkopf et al (2004), which involved too heavy controls as reported above. The
only study among aged people that used acceptable control variables™ found a
positive relationship.

A split between Britons in bad and good mental health reveals a positive
correlation among the former, but not among the latter. This may mean that home-
ownership matters more for the happiness of vulnerable people.

Lastly, the findings among people living in rural areas suggest at first sight that
home-ownership does not matter in these conditions, but again we are dealing with a
side issue in the 5-country Mollenkopf study, which does not convince.

Table 2 about here
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WHAT WE MUST GET TO KNOW: A RESEARCH AGENDA

More moderators

The main aim of this chapter was to inform people about the probability that buying a
house of their own will make them happier than living in a rented house. The message
is that this was typically the case for most of the people investigated. Yet, for making a
well-informed decision, you want to know more than what the typical effects was. You
want to know how home-ownership has worked out on the happiness of people like
you in particular.

This information demand was only partly met in Table 2, where consideration
of subgroups revealed two exceptions to the general pattern, with no difference among
elderly people and in rural areas. For estimating how buying a house will work out for
you, you would also like to know how home-ownership has worked out on the
happiness of single and partnered people, high and low educated and to what extend
the effect differs across life-style, values and personality. It is a task for future research
to chart such moderators.

Mediators
It is good to know that home-ownership has typically added to happiness, but even
better if you also know why. Insight in the causal mechanisms will help to judge
whether the research findings apply to you. For instance, if the main reason appears to
be long-term financial advantage, home-ownership will be less relevant if you are very
rich. It is a task for future research to chart these mediators.

Since causal effect are likely to vary across persons and situations, a related
task is to inspect to what extend these mediators were moderated by differences as
mentioned above.

Future context

The findings reported in this chapter date from the period 1974 to 2010. Buying a
home of your own is typically an investment in the future. Hence, a well-informed
choice also requires an estimate of whether social conditions will change, and if so,
how that will affect the balance of advantages and disadvantages of home-ownership.
Points for consideration are the growing individualization in modern society and the
attendant pluralization of life-course trajectories (Izuhara 2014). It is a task for future
research to establish the extend to which the pattern reported in this chapter is getting
outdated.
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Figure 1
Structure of the World Database of Happiness

((’) WORLD DATABASE OF HAPPINESS
¥ & /)l ARCHIVE OF RESEARCH FINDINGS ON SUBJECTIVE ENJOYMENT OF LIFE

» This database ! Collections *» Search * Reports * Related *» Research Field » FAQs *» Aboutus ! Build on this database

Harvesting Happiness Research
ON SUBJECTIVE WELL-BEING

In order to get happier, we must know what makes us happy. Policy makers must
know in what kinds of societies and organizations people feel happiest. Individuals

must know what ways of life tend to add most to the happiness of their kind of people.
Selection on concept

Scientific research on happiness is booming, but its results are difficult to overview, due to terminological
Babel and the growing number of studies, which is now passed more than 800 each year.

In the World Database of Happiness, we gather all the research findings on happiness in the sense of life-

satisfaction. We describe these findings in a standard format and terminology on electronic 'finding pages’ 1 6657
which are sorted by subject, place, time and methodology. This provides an overview of the available L‘?
research f@dlngs on happiness and prepares for quantitative research synthesis. For more detail read IN BIELIOGRABHY
‘What is this World Database of Happiness?

Key_points in: th[E, Deutsch, English, Espafiol, Francais, Nederlands, Selection on valid measurement

How to search in this source

Extraction of research findings

WHAT GOES
HOW HAPPY

TOGETHER
PEOPLE ARE WITH HAPPINESS
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FINDINGS
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The World Database of Happiness is based in the Erasmus Happiness Economics Research Organization
EHERO of Erasmus University Rotterdam in the Netherlands. Director: Ruut Veenhoven.

ttional-findings/
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Figure 2
Example of a finding page

((’) WORLD DATABASE OF HAPPINESS
¥ 9 /)! ARCHIVE OF RESEARCH FINDINGS ON SUBJECTIVE ENJOYMENT OF LIFE

» This database * Collections *» Search » Reports ! Related * Research Field * FAQs P Aboutus * Build on this database

Study Tiefenbach & Kohlbacher (2011): study JP 2011 B
Public 15-79 aged, Japan, 2011

Survey name JP-LifeStylePref2011

Sample

Respondents N =3578

Non Response 28,4%
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Table 1
75 RESEARCH FINDINGS ON HAPPINESS AND HOME-OWNERSHIP

All findings
RESEARCH METHODS
Cross—sectional Longitudinal Experimental
Zero—order partial Zero—orde Partial Zero—order Partial
+ + +/+ + + +
Owned (vs Not) S A e+ A -
++ + + 0 + O
0O 0 0- -+ +
+ + +
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+H+  H+ 4+ + + 0 ++ + + + -
++ +H+ 4+ +HO + + + + +
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Owned partially (vs not) -/- +
Owned (vs used free of charge) +
Rented (vs used free of charge) +
Redemption (vs used free of _
charge)
Usufruct (vs used free of charge) +
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Table 2

46 RESEARCH FINDINGS ON HAPPINESS AND HOME OWNERSHIP

Split by populations
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Experimental
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+ = positive correlation, significant
+ = positive correlation, not significant
0 = direction of correlation not reported and not significant

i This question is in the core questionnaire of the World Values Surveys

i In all these methods, there is the possibility of spurious relationships, such as that a positive correlation between consumption and happiness is driven by a
third factor, e.g. marriage, where marriage affects both consumption and happiness, while consumption and happiness are otherwise unrelated. This problem
is most pressing in cross-sectional studies, but it can also exist in longitudinal and experimental studies. To weed out such false relationships, most studies
compute partial correlations, using different methods of multi-variate analysis. This approach comes with the danger of over-control, in which true variance is
removed, for example when control for marital status wipes out the correlation between house-ownership and happiness, while having a house actually adds
to happiness through better marriage chances.

i Shu & Zhu (2009) in China, Mollenkopf et al (2004) in 6 nations.

v Rossi & Weber (1996)

v Bucchcaniari (2011)

Vi Rohe & Stegman (1994)

Vi Serpa Barrow (2013)

vii Bechetti & Pinasi (2014)

*x Gaimu & Springer (2010)
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