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Abstract 

 

Our goal with this research paper is to find out whether people are happier living in rural- or 

urban areas or inside the metropole and if there’s a difference between Sweden, Norway and 

Finland. To do so we will be using a measurement of happiness that is explained by Frey and 

Stutzer (2002). Various factors are used to explain happiness and we will include them to 

control for their effect to see how the choice of where to live affect people's experienced 

happiness. The data used for this research comes from ESS (European Social Surveys) 2016 

from Sweden, Norway and Finland which will be referred to as the Nordic countries in the 

paper. The choice of countries stems from WHR (World Happiness Report) where these 

countries landed in the top 10 and therefore, we thought it would be interesting to see whether 

the result differs and what this might depend on. Our dependent variable, Happiness, is based 

on the question “Taking all things together, how happy would you say you are?” and goes on a 

scale from 0-10 where 0 equals unhappy and 10 equals extremely happy. The results show that 

the population of Norway and Sweden is happier when living on the countryside, but we have 

no significant evidence that the experienced happiness of the population in Finland is affected 

by the area they live in. 
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1.0 Introduction 

 
It has been up for discussion many times whether living in rural or urban areas is the better 

choice. The decision between rural or city living will pave the way for the individuals’ lifestyle, 

activities and jobs. During these past decades, there has been an increase in population moving 

from rural areas to urban cities due to better infrastructure, better schools and jobs and a hope 

for a better life (Shamshad, 2012). But on the other hand, a life outside the Metropole has its 

own perks as it comes with a calmer environment, safer surroundings and may also come with 

advantages when it comes to physical and mental health (Peen, 2010). There are no doubts that 

there are both positive and negative outcomes with both of these, but is it possible to distinguish 

if one is significantly better from the other when it comes to happiness? 

                                             

Different factors may affect whether one is better from the other, where one of them has been 

discussed to be the cost of living and income. Due to the increased population density from 

urbanization, the space limitation has pushed up prices on for example parking and housing 

(Slutsky, 2017). But on the other hand, the rural population have a lower net income compared 

to the urban population and with a higher income it is possible to obtain additional material 

goods and services that may provide more pleasure. It is also in our nature to compare ourselves 

to the people in our surroundings and therefore we do not care about the absolute income, but 

the relative income. The effect of this social comparison suggest that people adopt even higher 

aspirations and can explain why people with higher income at a certain time report higher well-

being than those with lower income (Frey and Stutzer, 2002). Because cities offer more jobs 

and opportunities to climb the income- and the social ladder this implies that the city may be 

considered to be the better choice as it may increase the subjective well-being. 

                                                         

In a recent study made by Okulicz-Kozaryn and Mazelis (2016) about urbanism and happiness 

in the U.S., they have discussed the positive and negative sides of urban vs rural living. Their 

results show that residents of the city are less happy than residents of rural places. Their 

conclusion is that residents of the city are less happy partly because of the shallow and 

impersonal relations between the residents which contributes to a more unstable and insecure 

environment and the residents become more detached to the surroundings (Wirth, 1938) 

(Simmel, 1903). Another variable that has a negative effect on happiness is poverty. Poverty is 
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more concentrated in cities and with more poverty comes less happy population in the area. 

This is due to the fact that individuals naturally compare themselves to their surroundings, as 

mentioned earlier. The happiness of two individuals with the same income won’t be as affected 

by a low salary compared to if one of them has a significantly higher income. In the case of the 

latter, the richer individual’s happiness will be higher, but will not have as big of an effect as 

the decreased level of happiness of the poorer individual (Okulicz- Kozaryn and Mazelis, 2016). 

 

The World Happiness Report (WHR) from 2018 has ranked the world's happiest countries, 

where Finland, Norway, Denmark, Iceland, Switzerland, the Netherlands, Canada, New 

Zealand, Sweden and Australia are ranked as the top 10 happiest countries. Finland and Norway 

are the two happiest and Sweden is ranked as the 9th happiest country. We find it interesting 

and want to study why three very similar countries have been ranked differently. 

                                                         

In this thesis we want to study the difference in experienced happiness between living in a rural 

area, urban area and the metropole in Sweden, Norway and Finland. We will also compare the 

countries to each other and see if our results match the World Happiness Report. The choice of 

countries comes from them being similar countries that are well developed and sparsely 

populated. They also have similar democratic politics, but different regional politics that may 

distinguish them from one another that may differ their experienced happiness. 

 

Economists have recently shown interest in happiness research and have created a way to 

measure well-being (Frey and Stutzer, 2002). This study will be used as a guide to measure 

each of these countries happiness and to distinguish any differences between them. The basis 

of happiness research will be further explained in the empirical method and theory section but 

can for now be explained as a way of measuring individuals happiness thanks to the way various 

factors affect their happiness.                            

                                                         

Due to the urbanization and population moving from outside of the city into the city causing a 

gap in the distribution of the population inside the countries. We hope that our study will be an 

eye opener for people to see the differences in well-being in different areas. Secondly, we hope 

that our study will enable further studies in the public policy matter to see where resources 

should be reallocated. 
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The paper is organized as follows section 2 presents some earlier studies of interest. In section 

3 we discuss the theoretical framework and section 4 presents our empirical strategy. Section 5 

contains of a description and summary of data and in section 6 the result is presented. A final 

discussion is formed in section 7. 
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2.0 Earlier studies                               
 

Earlier studies have shown a variation of results when it comes to the difference in satisfaction-

levels between living outside versus in the metropole. For example, Glaeser (2011) states in the 

book “Triumph of the city” that people are happier living in urban areas because urban areas 

make people richer, smarter, greener, healthier and therefore also happier. Meanwhile, Berry 

and Okulicz-Kozaryn (2013) have stated the opposite. It is not difficult to see that there are 

many advantages to living in the city, such as developed infrastructure and the convenience. 

But in Berry and Okulicz-Kozaryn’s article, a graph is presented showing the level of happiness 

over the years of 1978 to 2008, where the happiness is significantly lower with city residents 

compared to those who live in small towns or the country. One big underlying factor to this, is 

that residents in cities have been found to show more depressive symptoms. 

 

Graph 1. Rural vs. Urban 

  

       

Veenhoven (1994) reviewed how satisfying rural life is and concluded that in western developed 

countries there is no difference between happiness in rural and urban life. People prefer to live 

in bigger cities, but satisfaction or happiness is still almost equal in rural areas. In less developed 

countries people preferer rural life and are happier there. Berry and Okulicz-Kozaryn (2009), 

studied subjective well-being in 81 countries and the results refuted Veenhovens study and 

showed that rural-urban differences exist in Northern and Western Europe. In these countries’ 

happiness were higher in rural areas. 
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Studies have found a lot of factors that affect happiness, some of the most important are income, 

unemployment, inflation, age, gender, health, marital status and ethnicity which all show a 

significant connection to happiness (Frey and Stutzer, 2002; Dolan, 2008). Studies provide 

evidence that people in richer countries are, on an average, happier but there is also evidence 

that real GDP has an effect on happiness. A growing GDP is not correlated with increasing 

happiness in a country though (Frey and Stutzer, 2002). One reason why economist study 

happiness is the effect “choice of governance” and size of social capital have on personal well-

being. Research have found a significant positive correlation between stability of government 

and well-being (Frey and Stutzer, 2002). 

 

Income is proved to have a positive but declining effect on happiness. If we include aspirations, 

the positive effect is even smaller, an increase in income leads to higher expectations and our 

increase in happiness falls (Frey and Stutzer, 2002). Being unemployed is linked with 

dissatisfaction and even if an unemployed person has exactly the same income as an employed 

person, perceived happiness is higher for working people. A clear relationship among 

unemployment and unhappiness is proved in several studies (Frey and Stutzer, 2002). 

                                                         

Research on marital status has shown a positive correlation between well-being and married 

people. A study of seventeen nations including Sweden and Norway indicate that marriage 

increases financial satisfaction and health which is related to higher perceived happiness (Stack 

and Ross Eshleman, 1998). Gender have no effect on marital status, but small differences is 

found when gender and happiness is compared. Women are presented to experience higher 

subjective well-being than men. Factors like aggressive behavior or that women are capable to 

feel higher happiness level can explain these differences (Frey and Stutzer, 2002). A lot of 

studies have found the correlation between happiness and age to be U-shaped (Fig 1 in 

appendix). Happiness among Europeans reach minimum approximately at ages 43-44 (Oswald 

and Blanchflower, 2007). 
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3.0 Theory                 
 

In the beginning, the happiness-approach was solely an area for psychologists and sociologists 

who have been trying to find the different factors and circumstances that increases or decreases 

the individual's happiness. In Frey and Stutzer (2002) they discuss the two types of happiness, 

subjective and objective. Neither of these views shows happiness as a black and white picture 

but is helpful on the way of finding what impacts our well-being. Objective happiness measures 

our brain activity and helps us reduces the memory bias that affects the experience. It is a more 

precise and psychological measure, whereas subjective happiness is less precise due to the 

individual differences and depends a lot on the individual's way of comparing herself to the 

society. Frey and Stutzer have identified 5 determinants that affect the level of happiness which 

are:   

• Personality factors                                                     

• Socio-demographic factors                                        

• Economic factors                                           

• Contextual and situational factors 

• Institutional factors                            

Diener, Lucas, & Oshi (2002) defines Subjective well-being (SWB) as individuals affective 

and cognitive evaluations of their life. The field of SWB consists of scientific analysis on how 

people for longer periods and at the moment, evaluate their lives. It is based on individual’s 

moods, emotional reactions and judgement developed about their satisfaction and happiness 

coming from for example, work and relationship statuses. Consequently, subjective well-being 

concerns the research of what we call happiness or satisfaction. 

A general approach for economist to analyze individual patterns and behavior is utility theory. 

Individuals wants to maximize their utility given a budget restriction and the a general utility 

function can be written U = u(q1,q2,...,qn), where U is an individual’s utility and qn is the quantity 

of a good or service. Frey and Stutzer (2002) describes subjective well-being as an approximate 

measurement of marginal utility. Axelsson et al (1988) describes the marginal utility to be 

decreasing. Likewise income in happiness research, for example if we already have a high 

income and receive a wage increase, our happiness will not increase as much as  if we had a 

low income and received a higher wage (Clark et al, 2008)..Economists have gathered 
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important insights into the determining factors of subjective well-being from analyzing large 

datasets. Dolan (2008) presents the general form: 

Equation 1. General happiness function 

SWBself-perceived = 𝑓 (h) 

 

Where the self-perceived subjective well-being, a response to a general happiness question, is 

a function of true subjective well-being (h). More specific true well-being is decided by a chain 

of economic, socio-demographic and personal factors. By replacing (h) in the previous equation 

with these factors, Dolan (2008) present the empirically modelled function: 

 

Equation 2. Additive function 

SWBit = a+ 𝛽1X1it + 𝛽2X2it +…+ 𝛽nXnit + eit 

 

An additive function is suitable for estimating happiness where Xit are the known and 

measurable factors such as economic and social factors and eit captures the non-measurable 

factors that affects happiness. The model works under the assumption that the non-measurable 

factors in the error term are correlated with the explanatory variables and that causality works 

from the explanatory variables to the dependent variable.  

 

The subjective approach to utility offers a rewarding complementary way to study the world. 

The concept of subjective happiness allows us to capture human well-being directly.  Secondly, 

subjective happiness is a much broader concept than decision utility; it covers experienced 

utility and is an ultimate goal for many people. This construct a foundation for explicitly testing 

arguments and fundamental assumptions in economic theory. Happiness research can also help 

us comprehend the composition of SWB. This distributes new light on fundamental 

assumptions of economic theory and concepts, such as whether individuals’ self-evaluations of 

direct and predicted utility are consistent or whether individuals can successfully predict their 

own future utilities (Frey and Stutzer, 2002). 

 

But can utilities and in our case happiness scores be compared? Di Tella and MacCulloch 

(2006) presents two major areas to consider when answers about well-being are compared. The 

first problem covers which subjective scale individuals use in a well-being survey. For example, 
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a person could constantly exaggerate all answers and another person is to humble which leads 

to distortion. The second problem is when answers are at the top or bottom of the scale and 

these limits could be a problem when scores are compared. These problems of comparing well-

being are reduced when groups instead of two individuals are compared, so should not affect 

our analyze and result. 

 

The risk for distortion due to excluded variables is hard to overcome even though we have 

included the most relevant variables presented in earlier studies and economic theories. 

Mentioned earlier a large number of variables affects happiness and therefore distortion bias 

could give wrong parameter estimate. Problem with causality is as well a risk if happiness 

inversely affects included variables in our model. Likewise, causality problem and problems 

with nonresponse that emerges when people refuse to answer several questions, could lead to 

wrong parameter estimate. The correlation matrix in appendix page 36 shows that the variables 

are slightly correlated, which is normal and therefore we should not have problems with 

happiness inversely affecting other variables. 

 

Sandvik, Diener and Seidlitz (1993) examined the validity of self-reported SBW compared to 

non-self-reported measures by studying 130 college students. In the study non-self-reported 

measures included friends and family members, or other external parts, rating of each 

participant. The result supports the use of self-reports in the evaluation of SWB. In addition, 

they present that traditional self-report measures proved a high convergent validity with 

alternative subjective well-being and their relations with theoretically related framework. 

Under ordinary conditions we can generally expect interpretable and valid information from 

standard well-being scales and suitable for most research purposes. 

 

As mentioned and explained, happiness captures people’s satisfaction with life but is not 

identical to utility. We have stated that it can be considered a useful approximation to utility, 

which economists might have evaded measuring. According to Frey and Stutzer (2002) this 

enables us to empirically study problems that so far could only be analyzed on an abstract 

theoretical level. 
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4.0 Method  

 

We want to formulate a model that displays the experienced happiness of people living in 

Sweden, Norway and Finland and if the choice of place to live, urban vs. rural vs. metropole, 

has any effect on their happiness. The following section presents the empirical approach, from 

a standard OLS-method to an ordered probit model due to categorical variables. Secondly our 

variables are explained and discussed. 

 

4.1 Empirical method                                

To analyze the impact of living condition on well-being we began with estimating the standard 

OLS-method. The OLS-method is built on 4 assumptions and is a simple method for linear 

regression that minimizes the sum of squared errors with the data collected. This, to see whether 

our variables were good enough to estimate a standard model we could further build on. The 

first regression and the independent variables used to get a good estimation of happiness are: 

 

Equation 3. Ordinary least square 

Yi = α + β1X1i + β2D2i + β3D3i + β4X4i + β5D5i + β6X6i + β7X7i + β8D8i + β9D9i + β10D10i + 

β11D11i + β12D12i + 𝜀𝑖 

 

𝜀𝑖= random term 

Yi= Happiness 

X1i= health                                        

D2i= Gender 

D3i= Born in country 

X4i= Income 

D5i= Unemployment 

X6i & X7i= age and age square 

D8i= Living with partner 

D9i & D10i= Domicile, countryside and city 

D11i & D12i= Countries, Finland and Norway 
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The health variable is a categorical variable from 0-5 which we decided to leave as it was. We 

created three different dummy variables from their living situation. One for whether they live 

in a village, one for the city and one for the big city, where we used big city as reference. One 

variable for income from 1-10 which captures which income group you belong to from low to 

high. We have one variable for age, but we also created a variable where age is raised in 2 

because according to earlier studies, happiness depending on age is U-shaped. We also created 

a dummy variable for gender, if they have been unemployed during the 5 recent years and if 

they are living with their partner. The three countries are also made into three dummy variables 

such as the one made for where they live where the variables for Sweden and cig city are 

reference groups. 

                                                         

Due to omitted variables, there’s a risk for distortion. This means that factors like the recent 

events in an individual's life and their mood at the time of the interview haven’t been taken in 

notice but might have an impact on their temporary happiness. There is also a risk for reverse 

causality, that moving to different places isn’t what makes an individual happier or unhappier, 

but that happier people move to certain places (Veenhoven, 1997).       

                                                                    

Later on, we decided to create our empirical model based on an ordered probit model. The 

ordered probit model estimates the relationship between a categorical, also known as ordinal, 

dependent variable and the independent variables. An ordinal variable is a variable that is 

categorized and ordered on a ranked scale, for example, bad to good or 0-10. The maximum 

likelihood estimator (MLE) is used for estimation of the coefficients in an ordered probit model 

(Stock & Watson, p. 446). It maximizes the likelihood function by choosing the values of the 

parameters in unknown coefficients to maximize the probability of the data observed. Down 

below is the MLE-function, where the p-value maximizes the likelihood in the function. 

                                                         

Equation 4. Maximum likelihood estimator 

f(p; Y1, Y2)=p(Y1+Y2)(1-p)2-(Y1+Y2) 

                                                         

Because our dependent variable, happiness, is measured on an ordinal scale from 0-10 and is 

therefore a categorical variable, an ordered probit model is a good fit. The model shows the 

probabilities of each outcome, conditional on the independent variables, using cumulative 

normal distribution. 
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Equation 5. Ordered probit model 

Pr(Y=i | X1,...,Xn)=(𝛽+ 𝛽1X1+...+𝛽nXn) 

         

Above is the ordered probit regression model that shows the likelihood that Y = i given the 

values on X1,...,Xn 

i = 1,2,...,10 

Φ = cumulative standard normal distribution function 

         

The probability that Y = i given the values on X1,...,Xn can be calculated by the term 

(𝛽0+𝛽1X1+...+𝛽nXn) which is equal to value Z in the cumulative standard normal distribution 

function. A unit change in X1 is associated with the coefficient b1 that is the change in value Z 

given other variables held constant. The probability that Y = i increases when 𝛽1 is positive and 

value Z increases (Stock and Watson 2015).  

 

Equation 6. Final empirical model 

Pr(Yi = j|X1,X2, ... , Xn) = φ(β0 + β1X1 + β2D2 + β3D3+ β4X4+ β5D5+ β6X6+ β7X7+ β8D8+ 

β9D9+ β10D10+ β11D11+ β12D12+ β13D9*D11+ β14D9*D12+ β15D10*D11+β16D10*D12) 

                                                         

We created three models, each for every country, to see if the results match the final model 

which will be presented in the result. We have checked that some assumptions are applied on 

our model and the tests are mentioned below, complete tests can be found in appendix fig 3 and 

fig 4. The process of deciding which independent variables to use was based much on our 

intuition that later on was strengthened by earlier studies, which is mentioned previously in this 

essay. We generated a correlation matrix and a vif-test to see if any of our variables were highly 

correlated and therefore explains the same thing. The data is also tested for heteroscedasticity 

to see if the variance in the error term is constant. 
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4.2 Variables                                    

Happiness, Happy 

The dependent variable estimated in the model is individual happiness and the question to 

answer this was “Taking all things together, how happy would you say you are?”. The 

respondent could answer on a scale from 0 to t10, where 0 imply extremely unhappy and 10 

extremely happy. Self-perceived happiness is described as an effective indicator of well-being 

and generally people are in surveys able to evaluate their own happiness (Frey and Stutzer, 

2002). 

                                             

Domicile, rural-urban-metropole 

To divide people into rural, urban and metro areas the question “Which phrase on this card best 

describes the area where you live? “is used, where the respondent could choose between Big 

city, the suburb or outskirts of a big city, a town or small city, a country village and a farm or 

home in the countryside. These five answers are divided into three categories, first dummy 

variable include respondents in a big city and the suburb or outskirts of a big city and represent 

metropole areas. To capture individuals in the urban areas the second dummy consist of people 

in a town or small city and the third dummy captures respondents in a country village and a 

farm or home in the countryside. We expect that the result will follow Berry and Okulicz-

Kozaryns (2009), research and people in the Nordic countries will perceive a higher subjective 

well-being in rural areas. 

                                                         

Income, income 

The question “Please tell me which letter describes your household's total income, after tax and 

compulsory deductions, from all sources?” is used to estimate the effect net income have on 

happiness. The respondent was able to choose from 10 different income groups ranging from 

1-10 and each of them displayed an income range, first decile is the lowest net income range 

and the last decile is the highest income. Several studies have shown that income has a positive 

effect on happiness and this model is believed to show the same result. 
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Age, age – age^2 

Earlier mentioned research has shown that age is U-shaped and therefore the variable age square 

is included in the model. If our result follows the same pattern perceived happiness should 

decrease with variable age and increase with age^2. 

                                             

Gender, gender                                                         

A simple question where the respondent could choose between male or female and the variable 

can take the value 1 or 0. The question gender and happiness is a well-researched topic and 

both studies indicating men are in average happier is presented and other indicate that women 

are in fact happier (Frey and Stutzer, 2002). We expect that men in the Nordic countries are in 

average happier than women. 

                                                         

Health, health 

“How is your health in general?” with possible answers from 1 to 5 or very good, good, fair, 

bad and very bad. General health includes both physical and mental health and healthier people 

should result in increasing subjective well-being. 

 

Unemployment, unemp 

“Have any of these periods been within the past 5 years?” reflecting back on a question 

regarding if they have been unemployed before, with possible answers yes, no or not applicable. 

The question considers if the respondent had been unemployed either more than three months 

or 12 months within the past 5 years. Over 3500 individuals checked not applicable and that is 

decoded as a no, same as they have never been unemployed. We interpreted the answers as if a 

respondent answered no on the first question “if they had been unemployed more than 3 months 

or more than 12 months” they answered not applicable on “Have any of these periods been 

within the past 5 years”. This may lower the reliability of this variables result, but we decided 

to include the variable even so because it can be interpreted to as they haven’t been unemployed.  

                                                         

Living with partner, partner 

Stack and Ross Eshleman (1998) along with other studies present evidence that marriage has a 

positive effect on well-being and therefore we wanted to include a variable that captured this. 

One question was “Which one of the descriptions on this card describes your legal marital status 

now?” but since most of the answers were not applicable we chose instead to  include the 

question “respondent lives with husband / wife / partner” where the respondents could answer 
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yes or no. Living with partner takes the value 1 and the ones who answered no takes the value 

0. 

                                                         

Country, Norway & Finland                             

To answer the question, does experienced happiness differ between Sweden, Norway and 

Finland. Two new dummy variables are included in the model, considering Sweden as a 

reference group the first dummy takes value 1 if the respondent is from Norway and 0 

otherwise. The second dummy variable takes value 1 if the respondent is from Finland, this will 

make it possible to check for differences between the countries and help answer the question. 

                                                         

Born in country, born 

A variable whether the respondents are born in the country or not is included in the model. 

Variable born takes value 1 if the answer was yes and 0 if no. 

                                                         

A few variables which studies have brought up affecting happiness that we decided to exclude 

in our model are inflation, satisfaction with government and discrimination. Studies show that 

inflation, more specifically, expected inflation changes and price shocks can affect happiness 

but because we use a cross sectional dataset, we exclude inflation in our model (Frey and 

Stutzer, 2002). Another variable is government satisfaction. We decided not to include this 

variable due to nonresponse. For earlier mentioned researches to hold a dissatisfaction against 

government should result in lower happiness (Frey and Stutzer, 2002). The last omitted variable 

discrimination should have a negative effect on happiness. Because the question “Do you feel 

discriminated” is very sensitive we decided to exclude it in our model. 

                                                         

Two other variables that we have discussed and wanted to include in the model are variables 

covering the effects of the living situation, such as living in a house or apartment and politics. 

We expect that these two variables could affect happiness and linked to differences in urban 

versus rural areas. Due to lack of collectable data from ESS these couldn’t be included in our 

research. 
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5.0 Data 

                                             
Data is collected from European Social Survey (2016), which is an academically driven survey 

conducted across Europe. We have chosen to study Sweden, Finland and Norway and the 

survey measures beliefs, behavioral patterns and attitudes in several questions. All respondents 

are randomly selected and contain people from age 18 to 98. The data include 1515 participants 

from Sweden, 1452 from Norway and 1868 from Finland, a total of 4835 individuals. An 

indicator of a good survey is the respondent rate, therefore ESS has set a minimum response 

rate of 70% in each country. This high response rate lowers the chance of nonresponse bias. 

ESS also works to correct for measurements errors that can lead to biased estimates and wrong 

conclusions. By using Survey data and information about reliability and validity they are able 

to adjust for measurement errors and avoid bias. 

                                                         

Table 1 presents all variables we have discussed and decided to include in our model. From the 

descriptive statistic table, we can see how the total 4835 observations allocates in different 

variables. The second column ‘Obs’ presents how many observations collected in every 

variable, nonresponse in the data are respondents who have answered don ́t know or refuse in 

different questions. To the right in the table minimum and maximum value a variable can take 

are presented and the column ‘Mean’ shows the average value. Interpreting the mean 8.042, of 

the independent variable happy, says that the overall average happiness in our data is close to 

8 on the scale from 1 to 10 which means that people on average are very happy in the Nordic 

countries. World Happiness Report (2018) ranks the world's happiest countries in the years 

2015 to 2017 and their variables and data show a mean, between Finland, Norway and Sweden, 

on 7.518 which strengthen the credibility of our model and result. Another notable variable is 

unemp with a mean on 0.117 which says that most of the respondents have chosen 0, they 

haven't been unemployed over three months in the last five years. Variable Health has a mean 

close to 2 which shows that people on average experience that they are healthy or answer good 

health. Min and Max on variable agea shows that our respondents are between the age 18 and 

98. 

                                                         

The statistics shows that all observations are equally distributed between gender and the three 

countries, a few more respondents from Finland, about 38%. Following, the distribution 

between living situation shows that approximately equally many respondents in big cities, small 

cities and rural areas. 
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Table 1. Descriptive statistics 

Variable Obs Mean     Std. Dev Min Max 

happy 4822 8.042     1.526 0 10 

health 4827 2.056    .868 1 5 

age 4831 50.734   18.340 18 98 

Age^2 4831 2910.203     1909.237 324 9604 

marsts 3175 2.827     2.731 0 6 

income 4614 5.754     2.795 1 10 

gender 4834 .511     .500 0 1 

born 4833 .914      .280 0 1 

unemp 4831 .117     .322 0 1 

partner 4824 .654     .476 0 1 

metropole 4824 .337     .473 0 1 

urban 4824 .319     .466 0 1 

rural 4824 .344     .475 0 1 

Sweden 4835 .313     .464 0 1 

Norway 4835 .300     .458 0 1 

Finland 4835 .386     .487 0 1 

NO*metropole 4824 .097     .296 0 1 

NO*urban 4824 .097     .296 0 1 

NO*rural 4824 .112     .316 0 1 

FI*metropole 4824 .137     .344 0 1 

FI*urban 4824 .105     .306 0 1 

FI*rural 4824 .145     .352 0 1 

 

 

World Urbanization Prospects (2018), shows that the proportion of total population living in 

urban areas compared to rural areas is highest in Sweden, approaching 90 percent. Finland has 

a proportion close to 85 percent and Norway with the lowest proportion of total population 

living in urban areas on a little over 80 percent. Complete graphs can be found in appendix fig 

7 to fig 9. There are several different definitions of urban and rural areas therefore the statistics 

are based on the definition that is used in each country.  
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To see patterns between happiness and where people live, we divided the data into our three 

living area categories. The result is presented in table 2 below and shows that the mean is 

highest for people on the countryside followed by a city and last a big city. This gives a first 

indication that people are overall happier on the countryside in the Nordic countries. 

 

Table 2. Statistics on happiness and domicile 

 
Obs Mean Std. Dev. Min Max 

Happy metropole 1624 8.009 1.527 0 10 

Happy urban 1533 8.029 1.566 0 10 

Happy rural  1655 8.083 1.489 0 10 
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6.0 Results                 

 

In chapter 4 we presented the empirical method and the final model used in this paper. Model 

1 is the final combined model with all three countries and further the data was divided into three 

separate models for each country. First, we will present the final model with an adjusted Pseudo 

R2 on 0.0418 and 4601 observations. In the second section the three separate country models 

are analyzed to confirm the result. All variables are explained but the main focus lies behind 

the rural-urban coefficients. 

 

Table 3. Regressions Result 
 

Modell 1 Modell 2 

Sweden 

Modell 3 

Finland 

Modell 4 

Norway 

Health -0,404*** 

(0,020) 

-0,476*** 

(0,034) 

-0,453*** 

(0,035) 

-0,311*** 

(0,033) 

Gender -0,109*** 

(0,031) 

-0,031 

(0,055) 

-0,284*** 

(0,050) 

0,023 

(0,055) 

Born -0,141** 

(0,058) 

-0,199** 

(0,088) 

0,123 

(0,135) 

-0,157* 

(0,091) 

Income 0,048*** 

(0,007) 

0,019* 

(0,012) 

0,061*** 

(0,012) 

0,041*** 

(0,011) 

Unemp -0,163** 

(0,050) 

-0,189** 

(0,095) 

-0,138* 

(0,074) 

-0,202** 

(0,100) 

Age -0 012** 

(0,005) 

-0,029** 

(0,009) 

-0,023** 

(0,008) 

-0,007 

(0,008) 

Agea^2 0,000*** 

(0,000) 

0,000*** 

(0,000) 

0,000*** 

(0,000) 

0,000* 

(0,000) 

Partner 0,249*** 

(0,035) 

0,604*** 

(0,071) 

0,301*** 

(0,063) 

-0,033 

(0,057) 

Urban 0,099* 

(0,065) 

0,075 

(0,065) 

0,035 

(0,063) 

0,147** 

(0,070) 

Rural 0,179** 

(0,072) 

0,159** 

(0,072) 

0,031 

(0,059) 

0,164** 

(0,067) 

Norway 0,295*** 

(0,064) 

   

Finland 0,420 *** 

(0,064) 
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NO*urban -0,072 

(0,096) 

   

NO*rural -0,027 

(0,097) 

   

FI*urban -0,060 

(0,090) 

   

FI*rural -0,167* 

(0,092) 

   

Number of 

obs 

4599 1438 1822 1462 

Pseudo R2 0,0489 0,0670 0,0631 0,0291 

Note: Statistically significant at one percent ***, five percent **, ten percent *  

The Final model in table 3 above combines all three countries to estimate the dependent variable 

happiness. The result shows that all control variables are significant on at least a 5 percent level, 

variables health to partner. Since the health scale goes from 1 very good to 5 very bad it means 

that better health increases happiness because of the negative coefficient. Mentioned earlier 

Gender takes value 1 for men and 0 for women this means that women are on average happier 

compared to men due to the negative coefficient. Notable is the born variable presenting a 

negative coefficient which indicates that people born outside the country are on average 

happier. As mentioned in earlier studies, the unemployment variable is negative which means 

that people who have been unemployed during the last five years perceive a lower happiness. 

Unemployment have a negative effect on happiness and likewise the variable partner follows 

the prediction of earlier studies and people living with a partner, wife or husband have a positive 

effect on happiness. The last control variable income shows that higher income result in higher 

perceived well-being. 

                                                         

Studying variable rural and urban shows that urban area is insignificant and therefore we have 

no evidence that people are happier in smaller cities compared to a big city. On the other hand, 

rural area is significant on 5 percent level, hence we have empirical support that perceived 

happiness is on average higher in rural areas. One unit increase in rural areas has a significant 

higher effect on happiness than an increase in smaller and bigger cities. 

                                                         

Analyzing variable Norway and Finland and different interaction variables, we have found 

differences between our three countries. Both Norway’s and Finland’s parameters are 
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significant and positive which indicate that people on average are happier in Finland with a 

higher positive coefficient compared to Norway and Sweden. Out of the last four interaction 

variables NO*urban to FI*rural the only significant variable is FI*rural which present empirical 

evidence that rural coefficient is lower in Finland. Otherwise the result shows that we have no 

empirical evidence on differences between living situations effect on happiness in these 

countries. 

 

Further we tested different variables effect depending on the country, where Sweden is the 

reference group, to find potential differences between countries. In case of interest the results 

with interaction variables between our countries and control variables were as shown in 

appendix table 4. A few variables that are standing out are gender and partner especially in 

Norway. The table shows both gender and partners coefficients are close to 0 in Norway which 

means that perceived happiness is equal between male and females as well as if you live alone 

or with a partner. The same patterns can be seen in table 3 above. To prove our results and give 

a clearer picture on variables effect on happiness in different countries we divided the data into 

three identical models for each country.  

5.1 Sweden                                                  

The results from the Swedish model 2 in table 3, shows that the variable for living in an urban 

area is insignificant. This tells us that we can`t say whether there is a significant difference in 

experienced happiness between living in the metropole compared to an urban area. Living in a 

rural area is significant on 5-percent significance level, which indicates that people are 

significantly happier living on the countryside in Sweden compared to a big city because our 

coefficient is positive. The only insignificant variable beyond urban is gender. 

                                             

5.2 Finland 

The results from Finland's model 3 in table 3, shows that none of the rural and urban variables 

are significant on any level. Therefore, we cannot tell if there is a significant difference in 

experienced happiness between living in a big city, city or the countryside in Finland. All other 

variables except born in country are significant. 
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5.3 Norway                          

The results from the Norwegian model 4 in table 3, shows that both urban and rural variables 

are significant on a 5-percent significance level. This indicates that Norwegians are happier 

living in a small city compared to a big city, but even marginally happier if they are living on 

the countryside. As we talked about earlier both gender and partner variables are insignificant 

in Norway. In addition, the result also shows that age is insignificant in Norway. 

                                 

To summarize the result, we have empirical support that people on average are happier living 

on the countryside compared to cities in the Nordic countries. Further we could see that only 

Norway and Sweden support this result and in Finland there is no significant difference in 

perceived happiness between living in the rural area, cities or big cities. Besides the result shows 

that Finland is the happiest country followed by Norway and then Sweden. 
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6.0 Discussion and Conclusion    
 

How is it possible to measure individual happiness? Happiness is relatively stable over time but 

changes in circumstances affects happiness, at the very least in the short run (Kahneman and 

Krueger, 2006). Happiness isn't ́t a direct personal actuality or experience, it is more linked with 

a global reviewed judgement and determination in the respondent ́s current status and memory. 

For example, an individual’s happiness can be affected by earlier questions in a survey and 

therefore affect their overall perceived happiness (Kahneman and Krueger, 2006). Diener and 

Suh (1999), Layard (2005) and Frey and Stutzer (2002) presents some variables which are 

correlated with happiness, including smiling frequency, sleep quality, rating made by friends 

and happiness of close relatives. These are variables that are difficult to measure and find in a 

survey. Frey and Stutzer (2002) also note that comparison to others can affect subjective well-

being. If an individual earns a lot but compares wealth to friends that earns even more money 

the perceived well-being decreases. Variables that captures how much individuals compare 

themselves to others is difficult to collect.  Frey and Stutzer (2002) describes four different 

ways to capture happiness or subjective well-being, Physiological and Neurobiological 

indicators, Observed social behavior, Nonverbal behavior and Surveys. They present surveys 

as the best indicator of happiness; people are in surveys systematically able to evaluate their 

own happiness. Self-reported well-being have earned more acceptance in modern analyses and 

studies. Happiness research is only just beginning in economics. It’s not striking, therefore, that 

the study undertaken, and reported in this paper, opens up new challenging areas and at the 

same time leaves several questions open. 

                                                                  

In the previous chapter we presented empirical support that people in the Nordic countries are 

overall happier in smaller cities compared to a big city and even happier on the countryside. 

The positive and significant coefficients for city and countryside supports earlier studies that 

people in the northern Europe are happier in rural areas (Berry and Okulicz-Kozaryn, 2009). 

Already in the descriptive statistics table 2 patterns indicating this result where presented. 

Likewise, both Norway and Finland's dummy variables are significant and positive which 

support World Happiness report (2018) that ranks Finland in top followed by Norway and 

Sweden 9th. An explanation why we got a low Pseudo R2 is because happiness can be described 

by a lot of variables past the most relevant ones we have presented. Further we could see that 

the happiest country Finland did not follow the same pattern as the result did not show 
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differences between happiness and where people live. In opposite we found support that people 

are happier on the countryside in Sweden and Norway. 

                                                         

The results imply that people in the observed countries are generally happier, except for 

Finland, when living on the countryside compared to the city, which comes in second place, 

and lastly big city. The differences aren’t huge, but there is a significant difference. As 

mentioned in the introduction from earlier studies this has been explained by various factors. 

One big factor to that may be stress, as people living in the metropole are more exposed to a 

stressful environment compared to the quiet countryside where the tempo is not as high due to 

the sparse population. The stressful environment is a large contributor to the increased mental 

and physical health issues that have caused people to be more prone to depression. 

                                 

Regional politics may be one big factor as to why there is a difference between the experienced 

happiness between rural and urban areas. This is something that should be considered when 

further researching this subject. Sweden doesn’t have a distinct regional political goal with 

concrete actions as to what to do to even out the gap between the rural and urban areas. It is 

often that the urban areas are favored in the budgets and motions made by the government while 

the rural areas are set aside. This has led to less credibility to the politicians from the rural 

population and eventually the population has moved from the rural areas to the urban as the 

cities offer better jobs, infrastructure and accommodations. The country is still struggling with 

creating a balance between the rural and urban areas which might affect the subjective 

happiness negatively for the population living in rural areas (Bengard, 2016). In Norway on the 

other hand, the government have implemented lower general payroll taxes for employers in 

certain areas to make it cheaper to hire employees to stimulate the employment rate where it’s 

needed. They have also established lower income taxes and made it possible to write off student 

loans in rural areas to attract the citizens to stay in that area and continue working there after 

their education has ended (Pettersson, 2016). The regional politics program in Finland is, like 

Norway, more organized. They are more aware that the rural areas need more resources to 

lessen the gap between rural and urban areas and for the country to continue to grow. They also 

know that different strategies are needed for different part of the country. In 2003 they initiated 

a three-year program where the employer’s social security fee was removed to attract 

companies to move to rural areas and boost the employment rate there. In other words, Finland 

has a budget that considers the rural areas also (Pohtiva, 2003). 
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When looking at their government budgets we found that Finland spent as much as 45,7% of 

their budget on social securities compared to Norway’s 35,2% and Sweden’s 25,9%. This may 

suggest that the population of Finland are happier due to better welfare systems and social trust 

(Rothstein, 2010). Compared to Finland and Norway, the Swedish population’s well-being is 

most affected by a decreased health level (Table 3). As we can see in the comparison between 

the government budgets, Sweden spends the least percentage of the budget on health which 

may explain why they are more affected than the other two.                                                 

  

In future studies we would like to see different variables included in the regression, which 

couldn’t be included in our research due to lack of collectable data. These variables could be 

variables covering the effects of the living situation, such as living in a house or apartment, and 

politics, as we believe these may be big contributors to the experienced subjective well-being. 

We were not able to find these types of variables in the survey from ESS and could therefore 

not apply them in our regression. Because some of our area- variables were insignificant in 

some countries, including these types of variables may give a different or at least more 

significant result. 
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Appendix  
 
Ordered Probit, fig 1.0 

 
 

 

Sweden fig 1.1 
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Finland fig 1.2 

 
 

Norway fig 1.3 
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OLS regressions fig 2.0 

 
 

Sverige fig 2.1 

 
 

 

 



 

33 

 
 

Finland fig 2.2 

 
 

Norway fig 2.3 
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Table 4. Interaction variables result 

Variable Sweden Norway Finland 

Health -0,690 0,257 0,106 

Gender -0,014 0,011 -0,326 

age -0,011 0,0073 -0,00048 

Unemployed -0,294 0,0033 0,087 

partner 0,711 -0,769 -0,284 

The interpretation of table 4 is for example variable Health affect happiness negatively in 

Sweden which tells us that a lower health decreases happiness. Finland and Norway have a 

positive coefficient which means that the effect health has on happiness is lower in comparison. 

 

 

 

Correlation matrix fig 3 
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Vif test fig 4  

 
 

Fig 5: Age: U-shaped 
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Fig 6.0 Government budget Sweden, 2016 

 

 
 

 

 

 

Fig 6.1 Government budget Norway, 2016 
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Fig 6.2 Government budget Finland, 2016  

 
 

Fig 7 Proportion of total population living in urban vs rural in Sweden  
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Fig 8 Proportion of total population living in urban vs rural in Finland   

 
 

Fig 9 Proportion of total population living in urban vs rural in Norway 

 


	1.0 Introduction
	2.0 Earlier studies
	3.0 Theory
	4.0 Method
	4.1 Empirical method
	4.2 Variables

	5.0 Data
	6.0 Results
	5.1 Sweden
	5.2 Finland
	5.3 Norway

	6.0 Discussion and Conclusion
	References
	Appendix

