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AsstracT: This article presents the traditional limitations of happiness economics
and the uncertainty about the econometric relationship between public spending
and happiness. It also argues that the happiness metric is a new form of social
engineering, and that as such, happiness economics is biased toward a particular
political utopia and scientific ideal. The political utopia is liberticidal, antidemo-
cratic. It transforms democracy into “pollo-cracy” —i.e., the government (kratos) to
the pollsters. The scientific ideal is positivist and favors government by numbers.
This scientific norm underestimates the limits of statistical work. The social engi-
neering of happiness is a new fatal presumption of policy makers. It is a new way
to critique the free market economy and to substitute profit with a social criterion of
quality of life and happiness.

“Let us ask authority to remain within its limits; let it confine itself to being just. We
will take care of being happy.”

—Benjamin Constant (2016, 46)

hy question public spending’s negative impact on production

if economic growth has no beneficial consequences for
social satisfaction, for happiness? This is one of the questions the
economics of happiness addresses.
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The study of the possible links between happiness and public
spending is the consequence of some economists and intellectuals’
opposition to economic growth and its measurement instrument
gross domestic product (GDP) (Frey and Stutzer 2002; Diener and
Seligman 2004). In the United States in 1966, a working group on
social indices was created around Daniel Bell and Alice Rivlin.
These social indices were infant mortality, the crime rate, and life
expectancy. They were meant to complement GDP in evaluating
public policies. The Stiglitz, Sen, and Fitoussi (2009) report institu-
tionalized this debate in France and gave it a political dimension.

Criticism of GDP is not new and during the Cold War also gave
rise to the Human Development Index (HDI), which sought to
modify the evaluation criteria for economic development in order
to take into account populations” health and education. GDP does
not take into account economic activity’s collateral damage, such as
pollution and the risks and dangers associated with work. Criticism
became even more radical under degrowth theory, which emerged
with the Club of Rome’s theses that the depletion of natural
resources is imminent and that present generations” advocacy for
ever more production and consumption poses a risk to future gener-
ations. Underlying these debates is always criticism of capitalism,
consumerism, and individualism. Capitalism would succeed in
making us rich, but it would fail to promote the happiness of society
(Bentham [1789] 2008, 46).

In this context, public spending can be unproductive, but it can
make society happy. If it does, public spending is virtuous, not
economically, but because it makes people happy. The consequences
of public policy choices should therefore no longer be evaluated on
the basis of wealth but of happiness. A good public expenditure is
one that increases the happiness of the greatest number. To ensure
that public expenditure is beneficial, it is thus sufficient to know what
makes people happy, to have sufficient political will, and to create the
conditions for happiness through appropriate public policies.

This article examines the relationship between happiness and
public spending and explains why many observers doubt the
value of replacing the economy of wealth production with an
economy of happiness production. First, wealth and happiness
are closely linked. If public spending is negatively correlated with



Frangois Facchini: Happiness and Public Spending 149

economic growth, it will have a negative impact on happiness. In
addition, the correlation between public spending and happiness
is uncertain and the direction of causality is not clear. Second, the
happiness metric, like all statistics, has its limits. Finally, the search
for social happiness has the same limits as all other forms of social
engineering. It can thus be concluded that public spending does
not guarantee happiness and that the government should not set
happiness as its objective.

THE HAPPINESS METRIC AND PUBLIC SPENDING

Bruno S. Frey (2008) defines happiness as the ultimate goal of
human life. Happiness, he notes, is changeable and affected by
a multitude of factors.! Consequently, if happiness is the goal of
human life, public expenditure should not maximize national wealth
but national happiness. For this reason, it is necessary to measure
happiness and to substitute happiness for GDP. Measuring happiness
will make it possible to answer the question of how many units of
happiness society will gain by increasing public expenditure. How
much does one euro of public spending increase happiness?

To answer this question, happiness and public spending must
be measured. Then, econometrics can ask if there is any regularity
between these two variables. Public expenditure is measured by
the ratio of public expenditure to GDP, happiness through surveys.
How can happiness be measured?

THE HAPPINESS METRIC

The happiness metric has the same purpose as national income
accounting. Its purpose is to help quantify people’s suffering and
evaluate public policies. Modern national income accounting was
meant to be an improved indicator of the economy’s performance
that would allow government policy makers to better control the
economy (Holcombe 2004). The difference is that GDPis substituted
with an indicator of happiness, such as gross national happiness,

!The World Database of Happiness (https://www.eur.nl/en/ehero/activities-0/
gathering-existing-knowledge/world-database-happiness) lists all the existing
scholarship in this field.
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whose increase Bhutan’s government pursues. A gross national
happiness measure would be a new economic paradigm because
it would integrate inclusive economic development® with the
goals of strengthening communities, protecting the environment,
providing universal access to health services and education, and
preserving traditional culture and heritage.* While the GDP and
social indices are calculated top down, the well-being metric is
self-reported and bottom up.

Ahappiness metric would be an answer to the criticism that social
welfare indicators such as the HDI include factors such as GDP per
capita, health, and education but do not deal with air quality, crime,
water pollution, public transport, leisure, access to culture (such
as books and theater), and other variables. It is difficult to reach a
consensus on social welfare. Therefore, instead of using an arbitrary
social index, a happiness metric simply asks people if they are
happy. Happiness economists adopt a subjective posture because it
is difficult to objectively define happiness (Diener 2000). They use
a subjective well-being approach to define “objective happiness,”
basing it on a person’s instant utility (a person’s subjective eval-
uation of a particular moment) (Kahneman 1999).

Satisfaction surveys have opened the way to a happiness metric,
to determining “objective happiness.” It is a question of observing
correlations, or even causalities, between an indicator of happiness,
constructed on the basis of a satisfaction questionnaire (are you very
happy, happy, or unhappy? as the Gallup World Poll asked), and
individual data (age, sex, income level, location, occupation, etc.)
or macroeconomic data.* Happiness is declarative and subjective.
The question is not what happiness is, what the good life is, but
how many people are satisfied with life or not. The economics of
happiness is thus based on where people place themselves on a
happiness scale generally ranging from—>5 or 1 (absolute unhap-
piness) to 5 or 10 (absolute happiness).

2 Inclusive growth is economic growth that raises living standards for broad swaths
of a population.

*On April 2, 2012, the Royal Government of Bhutan convened the High-Level
Meeting on Wellbeing and Happiness. See Royal Government of Bhutan (2012).

*1It is not always easy to define happiness, especially if happiness is equivalent to
satisfaction or joy.
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PUBLIC SPENDING AS AN OBJECTIVE
DETERMINANT OF HAPPINESS

A survey makes measuring happiness possible. It makes it possible
to say that men are happier than women in a given country or that
happiness is greater in Germany than in France. Happiness statistics
posit laws of the type “If p, then g,” where g is the level of happiness.

Figure I. The research of objective determinants of happiness

Objective conditions (determinants) — Subjective well-being

Public spending is one determinant of happiness among others
(figure 1). Indeed, the happiness metric lists over one hundred
determinants of happiness (Dolan, Peasgood, and White 2008). The
main determinants of happiness are age;> gender;® physiological
qualities such as hypertension (Blanchflower and Oswald 2008a);
unemployment and job dissatisfaction (Wolfers 2003); inflation (Di
Tella and al. 2001; Di Tella 2003; Helliwell 2003; Alesina et al. 2004);
alcohol (Massin and Kopp 2014); number of children (Cetre et al.
2016); economic freedoms (Gropper et al. 2011); political ideology
(Dreher et al. 2011); and efficiency and government size (Kim et al.
2012). For each factor, the happiness economists calculate a coef-
ficient. In the case of the happiness-unemployment relationship,
for example, an unemployment increase of 1 percent causes a
happiness loss of 4.7 percent (Wolfers 2003). This method expresses
the idea that happiness can be treated like temperature. Everything
that reduces social ills increases happiness (table 1).

® Self-reported happiness seems to decrease until age forty-five before rising again,
forming a kind of U-shaped curve.

¢ Women are happier than men. In 2013, a gender and happiness study based on
Gallup World Poll data for 160 countries concluded that women were happier than
men but also more stressed.
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Table L. Social evils, happiness, and public policy

Author | Socialevils | Impact on happiness Public policy solution
Di Tella, MacCulloch, and Oswald 2003 Unemployment | Negative | Increase employment
Lucas 2007 Disability Negative Disability benefits
Ifcher 2011 Single motherhood Negative Transfers to single mothers*
Oishi, Schimmack, and Diener 2012 Inequality Negative Progressive taxation |
Levinson 2012 Air Pollution Negative | Ecotax

*The policy solution for single motherhood comes from the 1996 US Personal
Responsibility and Work Opportunity Reconciliation Act.

Wealth has a special place among the determinants of happiness.
Wealth (GDP) is correlated to inflation, unemployment, and
economic freedom—i.e, to many determinants of happiness.
Wealth was also at the heart of the Easterlin paradox and the oppo-
sition between proponents of material growth and defenders of a
form of decay (Easterlin 1974). That explains in part why Stiglitz
et al. (2009) argued that happiness was a good alternative to GDP.

The Easterlin paradox argues that being rich is not enough to be
happy and that pursuing wealth diminishes happiness. Easterlin
(1974) found that average happiness in the United States did not
increase from 1946 to 1970, even though GDP had doubled. Richard
Easterlin put forward two explanations.

i) He blamed wealth accumulation and the consumer society,
arguing that material satisfaction is fleeting. The satisfaction
from a new pair of shoes fades very quickly. The more goods
one acquires, the faster satisfaction will fade.

ii) He noted the importance of each individual’s relationship
with others’ success, positing that happiness depends more on
relative income than on absolute income. That is, rank changes
in the income and wealth hierarchy matter more than income
increases. If everyone’s incomes increase by the same amount,
happiness stays the same, because what increases happiness
is not seeing one’s situation improve in absolute terms, but
seeing it improve relative to others’. Knight and Gunatilaka
(2011) confirmed this, showing that relative income affects
happiness at least twice as much as absolute income.
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Inequality therefore affects a country’s happiness. People who are
high income relative to people in poorer countries can only declare
themselves less happy because they are at the bottom of their social
scale. According to Easterlin, happiness depends more on perceiving
the order as just than on income. Individuals, for the same level
of inequality, will report greater happiness if they believe that the
inequality is linked to individual merit rather than luck or some form
of genetic or cultural injustice. US citizens generally believe that indi-
vidual talent is the source of inequality, whereas European citizens
tend to believe that it is luck (Alesina, Di Tella, and MacCulloch
2004). The relationship of relative income to happiness is therefore
very much dependent on citizens’ political ideology.

The discussion around Easterlin’s paradox is significant because it
considers a major social question, whether money makes people happy.

The increase in empirical studies and the availability of data for
longer periods and larger country samples suggest that, on average,
the share of individuals who report being unhappy is higher in rich
countries than in poor countries (Frijters, Haisken-DeNew, and
Shields 2004; Frijters et al. 2006). Daniel W. Sacks, Betsy Stevenson,
and Justin Wolfers (2012) also observe a strong positive relationship
between output growth and wealth. Based on their happiness
metric, they find that it is impossible to calculate a satiation point.
Reported satisfaction always increases with income, regardless of
the level of income attained, but at a decreasing rate. This means that
the relationships between happiness and inflation, unemployment,
economic freedom, and even government spending will depend
on the positive relationship between happiness and the country’s
wealth. The links between happiness, inflation, and unemployment
are probably very dependent on the relationship between the
unemployment rate and growth (Okun’s law). Less growth means
more unemployment and ultimately less happiness. Similarly, the
countries with the most economic freedom are also those with the
highest GDP per capita and ultimately where happiness is highest.

The relationship between public spending and happiness,
furthermore, depends heavily on that between public spending
and economic production. Scully (2001) and Bjernskov, Dreher,
and Fischer (2007) take the view that more public spending means
more taxes, less disposable income, therefore less happiness. Both
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studies show a negative relationship between public spending
and quality of life. The disconnect between public spending and
quality of public services, as well as significant corruption in many
countries may explain this result (Helliwell and Huang 2008; Tay,
Herian, and Diener 2014). Ram (2009) and Kacapyr (2008) have
argued that there is no statistically significant relationship between
public spending and happiness, while Blanchflower and Oswald
(2008b) attribute the happiness differential between Europeans
and Americans to more developed social security systems. In this
case, rather than looking at total public spending or GDP, scholars
should consider the composition of public spending; i.e., the share
of health or education expenditure in total public spending or GDP.
It is also because countries have become richer that they have been
able to offer quality social and educational systems.

Public spending’s connection to economic freedom is also
important because more public spending by definition means
less economic freedom because it means more taxes and a more
constrained consumption structure. People’s basic expenditures
are food, housing, entertainment, personal insurance, healthcare,
education, and transportation. The individual has to pay for and
consume education, even if he would rather buy a car. Yet there is a
robust relationship between economic freedom and per capita GDP
and happiness. This leads to the question of what links might exist
between happiness and freedom. Less freedom can lead to poorer
mental health and ultimately to less happiness. Psychology shows
that autonomy, understood as the ability to decide how to live one’s
own life, plays a fundamental role in well-being (Devi and Ryan
2002). As soon as individuals realize that it is impossible to change
the course of events, they become depressed. This explains why
freedom is a condition for good mental health.” Autonomy thus
appears as an essential dimension of happiness. Increased public
spending in the name of the social good mechanically reduces
citizens” budgetary freedom by imposing a particular consumption
structure on them. Citizens have to finance schools, healthcare,

7 Mental health is an essential component of health. The World Health Organization’s
mental health fact sheet defines health as “a state of complete physical, mental and
social well-being and not merely the absence of disease or infirmity.” An important
corollary to this is that mental health is more than the absence of mental disorder
or disability.
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pensions, roads, universities, justice, and more. They have no
choice but to pay. Once they have paid for all these services, they
no longer have financial autonomy and no longer believe that they
can change their way of life. This affects their mental health.

Empirically it is currently difficult to say that public spending
makes people happy. In fact, many arguments even favor the
opposite thesis, most notably because more public spending means
less freedom and ultimately less autonomy, which negatively affect
individuals’ mental balance, but also because there is evidence that
more public spending above a certain threshold means less wealth,
which means less happiness.

To the uncertain statistical relationship between public spending
and happiness and the numerous hypotheses that govern the
calculation of happiness add the classic problem of causality in
econometrics: First, happiness is probably in us and not outside
us. Second, government can change our conception of happiness
through large investments in education, creating a risk of endog-
eneity. It can teach its population that one must be educated to be
happy. Educated people will therefore consider themselves happy.
Third, results can be misinterpreted. Correlation does not establish
causality. Jean-Baptiste Say (1828-29, 536) argued that the best
statistics expose only quantities. They cannot explain them.

Hayek (1935, 4-5) developed Say’s argument in Prices and
Production when he remarked that “neither aggregates nor averages
do act upon one another, and it will never be possible to establish
necessary connections of cause and effect between them as we can
between individual phenomena, individual prices, etc. I would
even go so far as to assert that, from the very nature of economic
theory, averages can never form a link in its reasoning.”

The reason is the interaction of individual plans: social science
phenomena are often practically impossible to test empirically
because the characteristics of all the individuals whose actions
generate the overall order are just too complex to capture statis-
tically (Christainsen 1994, 14). In causal models, policy makers
assume that the economic system is like themselves, a willing and
acting being. They understand the social order as something whose
output can be mechanically modified by working on one specific
variable. In reality, the social order is complex. It is the result of
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human action but not of human design. It emerges from a large
number of separate choices. The happiness of some can harm or
improve the happiness of others. There is an ecology of happiness
just as there is an ecology of production plans (Wagner 2012). Public
policies on happiness, like public policies in general (Facchini and
Melki 2019), cannot know their future impact, because they cannot
know that making some people happier will not make others even
more unhappy.

Therefore, the empirical literature does not support the conclusion
that public spending is positively or negatively correlated with
happiness. Neither is there any certainty about the direction of the
causality in either position.

More fundamentally, happiness statistics are uncertain. That will
be explained in the following section.

THE HAPPINESS METRIC AS STATISTICS

Happiness metrics are statistics. Statistics are quantitative facts
collected to serve as a foundation for the formulation of policy.
The statistician is the professional who presents his findings in an
objective manner. There are, however, many reasons to doubt the
quality of happiness statistics.

First, it is difficult to know what the surveys are measuring.
Surveys probably do not measure happiness but mood. Happiness
is a state, a final end, and must be distinguished from joy, which is
transient. Aristotle says, “It is not one swallow or one fine day that
makes a spring, so it is not one day or a short time that makes a man
blessed and happy.” (Nicomachean Ethics, 1098a18). The happiness
metric is in this sense more a satisfaction metric.

Secondly, the happiness metric faces the classic problem of aggre-
gation, assuming that well-being is additive (Coyne and Boettke
2006). The self-positioning, or subjective well-being, approach to
happiness is explicitly or implicitly utilitarian: the happiness of the
greatest number is the determining factor, and utility can be known,
measured, and aggregated. Nevertheless, the happiness metric
assumes interpersonal comparability. The observer feels that each
individual’s answers can be compared. However, some individuals
are satisfied with little, while others want it all. For this reason, one
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cannot infer that a person who rates himself 3 on a happiness scale
of 1 to 10 is half as happy as a person who rates himself 6. Calcu-
lations based on self-reported happiness are meaningless, which
means there can be no cost-benefit analysis.

Thirdly, like all statistics, happiness economics is based on
averages. On average, people are happier in Finland than in
France. On average, the rich are happier than the poor. The average
assumes aggregation, and aggregation assumes that the happiness
of Peter and the happiness of James are comparable. Comparison
assumes the same scale for everyone. An average is a special type
of aggregate (Spadaro 1956, 142). But agents’ plans to be happy are,
on the contrary, heterogeneous, making aggregation impossible
(Wagner 2012, 434). Nobody can add apples and carrots. Average
happiness also is impossible.

Fourth, the limitations of averaging and the impossibility of
a cost-benefit calculation make it impossible to use happiness as
a basis for public policy decisions. The work of the defenders of
happiness economics demonstrates this.

Evaluating public policies based on units of happiness assumes
that a cost-benefit calculation is possible, that there is something
like a unit of happiness (Frijters et al. 2020). To answer the question
of whether a public policy is desirable, whether its objectives will
make the population happy, it must be assumed that happiness
can be measured on a cardinal scale (like temperature) and that
individuals” happiness can be compared. If these two assumptions
are accepted, the marginal happiness contribution of one euro in
education can be compared to that of one euro in health. This means
that governments can find out which expenditure maximizes social
happiness. To create a good policy—i.e., a policy which maximizes
happiness—all possible policies would have to be ranked in terms
of happiness production and extra happiness gains. The cost-benefit
ratio of one public euro in education or health takes the value T,
where © = gain in happiness | net cost (Frijters et al. 2020, 153). To
calculate this ratio, one needs to know ta public euro’s happiness
gains and its costs in terms of units of happiness. The happiness
gains and costs for each citizen must then be aggregated and even
discounted (Frijters et al. 2020, 154). An assumption made here is
that the price of public expenditure in units of happiness remains
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the same from year to year.

This simple presentation of the happiness economics approach
shows its hypothetical limitations. Can we compare temperature
and happiness? Can we accept the Frijters et al. (2020) hypothesis
on the discount rate? Can we accept interpersonal comparisons
of happiness? One person’s happiness is not another person’s
happiness. One person’s ambition is not another person’s ambition
either. In addition to these almost obvious difficulties with the
happiness metric, its method is debated. Is it not preferable to reflect
on the good life® instead of sacralizing the subjects’ opinion of what a
happy life is, which in the end only reflects their moral values, reflects
their ideology? Can we experience happiness without unhappiness?
Can we experience joy without sadness, laughter without tears, etc.?

Finally, the discrete nature of surveys tends to pose several
problems (Johns and Ormerod 2007, 32-33). GDP implicitly assumes
nonsatiation, whereas the happiness indicator assumes that one
can be perfectly happy. GDP sometimes evolves strongly because
economic growth involves increasing both production (limited by
inputs) and the quality of what is produced (unlimited). By contrast,
happiness indicators evolve very little from one year to the next,
notably because the number of individuals who place themselves
on a certain happiness scale is fairly stable. Increasing happiness
by 10 percent in a country would therefore appear to be an almost
impossible task. This explains the Easterlin paradox quite easily.

THE HAPPINESS METRIC AS NORMATIVE
PUBLIC ECONOMY

The economics of happiness proposes, contrary to appearances, a
normative approach to happiness. The standard (norm) is not that
of philosophy but of average happiness.

First of all, the metric assumes that happiness life’s ultimate
end. This assumption is normative. Nietzsche (2008), for instance,
in Thus Spake Zarathustra, rejected the idea that happiness is the

® This means that the philosophy of happiness is more interesting than the statistics of
happiness. It produces more relevant knowledge because it succeeds in confronting
the different visions of happiness with rational arguments.
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highest good. He thought that man should not strive for happiness
but for power. A government that chooses to maximize happiness
could therefore go against the morality of citizens who want to
maximize their personal power.

The happiness metric also chooses to make interpersonal utility
comparisons. This too is a normative choice (Rothbard 1956).

Finally, it places itself in the framework of what Karl Popper
(1952) called piecemeal social engineering. The belief in a social
technology, piecemeal social engineering, is uncontestably a belief
in a form of historicism (de Jasay 1991, 505). Historicism treats
history as a series of events displaying certain regularities that
are more predictable than most (de Jasay 1991, 503). Past events
can thus constitute a sufficient body of evidence from which to
extrapolate future events. Figure 1 is based on this belief. History
and happiness have laws that statisticians can discover. The weak-
nesses of historicism are also the weaknesses of piecemeal social
engineering. There are reasons to doubt not only the quality of
happiness statistics, but also of government by numbers.

The happiness metric is piecemeal social engineering. It is not
axiologically neutral. It defends a liberticidad and antidemocratic
political utopia and a scientific ideal that underestimates the limits
of government by numbers.

PIECEMEAL SOCIAL ENGINEERING

The happiness metric is piecemeal social engineering. It is
government by numbers. The engineer uses mathematical prob-
ability and social statistics to model social order. Engineering
refers to the figure of the engineer, the person who is able to take
active scientific and technical roles with a view to creating, orga-
nizing, and directing activities arising from them, as well as hold
management roles.

Like social physics (Quetelet 1835), the happiness metric is char-
acterized by measured variables that follow a normal distribution
and allow the calculation of a mean and a standard deviation.

Among the advocates of social engineering is Otto Neurath.
Neurath received the epithet the “other Austrian economics”
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(Nemeth 2013) retrospectively because he criticizes the deductive
method (apriorism) and believes in the benefits of planning
(Nemeth 2013).

Otto Neurath is of interest in analyzing the happiness metric
because he places happiness at the center of his concerns as a social
engineer (Zwer 2016, 156).° He thinks resources should be allocated
on the basis of quality of life rather than profitability (Zwer 2016,
151). The happiness metric is a new tool in the service of this idea
that the profit metric must be replaced by social criteria of quality
of life and happiness.

Neurath’s work is also of interest because he is neopositivist
and socialist. He argued that it was possible to achieve a rational
calculation process in physical units and supported a planned
socialist economy (Neurath 2004). Neurath came from outside the
Marxian socialist tradition. He was an economist of the German
historical school and a leader of the Vienna Circle, an informal
discussion group that met in the Austrian capital 1900 and the
mid-1930s. He advocated a pulpit socialism that proposed a
centrally planned, moneyless economy based on implemented by
anew kind of expert: a social engineer (Zwer 2016, 144). Neurath’s
work shows well that the ideal of social physics is narrower than
the socialist utopia.

The ideal of social physics is prediction, the law “If p then 4.”
The ideal of socialism is organization and planning. For this reason,
prediction is a prerequisite for socialism. The law “If p then g4” is,
moreover, a law to the average. That explains why Spadaro wrote
that socialism can be defined as “the political form of central
tendency; it uses the concept of average not only as a means of
computation but also as an end” (Spadaro 1956, 160).

The happiness metric is not a form of collectivist planning but
rather a piecemeal social engineering. As in Popper’s work, the
word “piecemeal” is a synonym for “testable” (de Jasay 1991, 506).
An act of piecemeal social engineering is one whose effects can be
discerned and judged in the finite future.

¢ In France, one of the first to speak of social engineering was Frédéric Le Play. For
Pierre Bourdieu, social engineering is a question of instrumentalizing the sciences
for the benefit of the institutions (Bourdieu, 1984; Savoye and Audren 2008).
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The proposition that public spending will raise happiness is
testable. Public spending is an instrument used to solve social
problems, in this case happiness. Solving the misfortune of men
is the goal of public policies. To solve these problems, the policy
maker must be able to define a target to influence, such as happiness
indicators, as well as instruments to use toward that end. Public
policy is the instrument that the policy maker directly controls, and
the policy maker must control an instrument to achieve the target.
If social happiness is the target, the policy maker’s instrument is
public spending. The model is causal: public spending — subjective
well-being (figure 1). Social happiness can be achieved as far as
the policy maker knows the relationship between it and public
spending. The policy maker believes that social happiness can
result from public spending because statisticians know the regu-
larity between this instrument and the target of social happiness.

ENGINEERED HAPPINESS AS POLITICAL
UTOPIA IS LIBERTICIDAL

Engineered happiness is not a positive public economy but
a new normative public economy. Its political utopia is not a
free economy or the defense of liberty. In the arbitrage between
happiness and liberty, the state chooses happiness. Government
prefers to promote happiness rather than freedom or equality. In
1835, Alexis de Tocqueville explained the relationship between
happiness and paternalism:

Above this race of men stands an immense and tutelary power, which
takes upon itself alone to secure their gratifications, and to watch over
their fate. That power is absolute, minute, regular, provident, and mild.
It would be like the authority of a parent, if, like that authority, its object
was to prepare men for manhood; but it seeks on the contrary to keep
them in perpetual childhood: it is well content that the people should
rejoice, provided they think of nothing but rejoicing. For their happiness
such a government willingly labors, but it chooses to be the sole agent
and the only arbiter of that happiness: it provides for their security,
foresees and supplies their necessities, facilitates their pleasures,
manages their principal concerns, directs their industry, regulates the
descent of property, and subdivides their inheritances—what remains,
but to spare them all the care of thinking and all the trouble of living?
Thus it every day renders the exercise of the free agency of man less
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useful and less frequent; it circumscribes the will within a narrower
range, and gradually robs a man of all the uses of himself. The principle
of equality has prepared men for these things: it has predisposed men
to endure them, and oftentimes to look on them as benefits (Tocqueville
2013, chap. 6)

Initially man accepts the rule of law. Central government enforces
the rights of man, over his property in particular. Under this institu-
tional framework, each person uses his resources (human and social
capital) to be happy. Those in government can propose to increase
each individual’s resources. They implement economic growth
policies and arrogate to themselves the right to confiscate part of
the people’s resources, since the government consider themselves to
have participated in production. The tax is not payment for a public
good but of the social debt that everyone owes to society, to the
state. Public policy which promotes economic growth is justified by
increased incomes. More money for everyone means more happiness.

As there is always suffering and unhappiness even though
incomes increase, the government proposes to understand why and
to act not only on the conditions of production, but on the causes
of unhappiness. As long as there is human suffering, public policies
are justified. Each citizen identifies an opportunity for gain in this
principle. Unhappiness is the political justification of public aid. A
race to misfortune is organized under it. All the people demonstrate
their suffering and use it to get help from the state. The community
is on a slippery slope (Rizzo and Whitman 2008). Private indi-
viduals grow more and more apt to look upon the supreme power
in the same light; they invoke its assistance in all their necessities,
and they fix their eyes upon the administration as their mentor or
their guide. Among the European nations of our time the power of
governments is increasing, although the persons who govern are
less stable. And the rulers seem to “[think] themselves responsible
for the actions and private condition of their subjects” (Tocqueville
2013, chap. 5).

By accepting the tutelary power of the central government and its
benevolence, people risk being infantilized and losing control over
the smallest details of daily life.

The achievement of income equality, for example, is no guarantee
against frustration or the desire to possess what others have. If a



Frangois Facchini: Happiness and Public Spending 163

man wants what another possesses—his wife, his husband, his
beauty, his personality, his charisma, his smile, his racing car—the
other’s apparent happiness is a source of unhappiness for everyone.
The social engineer makes this unhappiness a political problem,
while the social order makes it a moral problem that is a matter for
informal institutions. The good commandments condemn jealousy
and covetousness. The ninth and tenth commandments of the Old
Testament (Exod. 20:1-17); the words “you shall not covet your
neighbour’s wife” and “you shall not covet his house or his field,
nor his man-servant, nor his maid-servant, nor his ox or his ass,
nor anything that belongs to him” are good illustrations of this
moral solution to the problem of covetousness and its effects on
happiness. Covetousness can lead to unhappiness for those who
are dispossessed of their spouses or property.

ENGINEERED HAPPINESS IS AN ANTIDEMO-
CRATIC POLITICAL IDEAL

Engineered happiness is also antidemocratic. Democracy is
government of the people, by the people, for the people. It is based
on a deliberative process in which indeterminacy dominates.

Happiness engineering is a step toward technocracy. It excludes
deliberation. It makes citizens passive, whereas democracy has
an ideal of participation. Happiness engineering replaces debate
with a poll.

In a poll, the individual does not have to justify his choice. He
only gives a number. This number is processed, and the happiness
experts say which people declared themselves happy. The happiness
metric crowds out political debate, replacing it with polling. In a
government that tries to engineer happiness, the power lies with
the technician, and the technician decides what leads to happiness
and what promotes unhappiness. Happiness engineering therefore
risks creating a “pollo-cracy.”



164 Quart J Austrian Econ (2022) 25.2:XX-XX

ENGINEERED HAPPINESS AS A SCIENTIFIC
IDEAL AND THE LIMITS OF GOVERNMENT
BY NUMBERS

Happiness engineering is not just liberticidal and antidemocratic.
It is an unrealistic scientific ideal that does not correctly evaluate
the limits of government by numbers.

An ordinary economy is decentralized, while an imperial or public
economy is centralized around a state and its taxes. The engineering
of happiness is part of the imperial economy. It lives on taxes and
proposes to allocate taxes under a new criterion, happiness.

In a decentralized order, the knowledge available to individuals
is practical, ephemeral, and tacit. It is a knowledge of time and
circumstance. It is a fact of experience. A large part of human
knowledge is a by-product of the decisions made. Adjustments
are continual. Each individual learns to know himself and to know
others. Each individual corrects his mistakes and seeks step by step
to discover the reasons for happiness.

In a centralized order, knowledge is statistical. Statistics originated
in politics. Historically considered they were state-istics. The suffix
-istic is used to form an adjective from a noun, often one related to
a function. Statisticians were once statists. Unlike individuals, the
government knows nothing about what makes an individual happy. It
has to raise money to find out. Government must “obtain knowledge
thatis not personal, day to day experience; and the only form thatsuch
knowledge can take is statistics” (Rothbard 1997). Statistics are critical
to all interventionist and socialist government activities (Rothbard
1997). Statisticians produce numbers, averages, and empirical regu-
larity (correlation). If statistics are imperfect knowledge, public policy
and the politics of happiness are ill founded. If the correlations are not
causalities and are uncertain, it is impossible to manipulate reality,
social happiness. Statistics are indeed very imperfect knowledge,
especially because they do not have the characteristics of practical
knowledge. Statistics are not an immediate datum of experience but
an indirectly apprehended summary of perception data (Spadaro
1956, 144). Governments use this imperfect knowledge because they
cannot do otherwise. They sacrifice a certain measure of realism for
the sake of numerical accuracy (Spadaro 1956, 144). Statistics are, on
the one hand, “a reaction to the inability to deal, with any degree of
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certainty, with individual events and represents a compromise with
epistemological difficulties” and, on the other hand, “a facet of our
hastening approach to central control as an ideal in economic affairs”
(Spadaro 1956, 159).

Statistical information is of poor quality for many reasons.
Collecting it is costly and limits its scope (Rothbard 1997). Practical
knowledge, on the other hand, is partly free because it is a
by-product of experience. Because statistical information consists
of averages, it artificially creates unity in a world that is funda-
mentally plural (section 1). It is also flawed because it is collected
through surveys. Verbal surveys do not respect the principle of
demonstrated preference (Rothbard 1956). Actual choice reveals, or
demonstrates, a man’s preference. Preferences are only deductible
from what someone has chosen in action. In a survey, there is no
action. The answers that people give to surveyors are low-cost
decisions. They can say they are happy or unhappy, but this is of no
consequence. It expresses a mood and not their reality. The survey
is not a demonstrated preference concretized by a real action.

Statistical information is also static, whereas people’s conception
of happiness is fundamentally dynamic. Statistics fix the meaning
of words. When questioned, men are forced to give black-or-white
answers, even though their representations of the world and their
conceptions of happiness are blurred. They don’t know, but they feel
compelled to answer. In this sense, the poll pretends that men have
clear definitions of the world and of reality, whereas in actuality
they are vague and imprecise. In the real world of human action,
words evolve. Men learn step by step what makes them happy.
They modify their conception of life based on their experiences.
They are sensitive to the conversations they have with others. They
are diverse, while the statistics hope to synthesize them in numbers.

Finally, statistical information is a social construct that, like any
social construct, can be manipulated by subjects (citizens), elected
officials, and experts. Once subjects understand that their self-posi-
tioning on the happiness scale can have an effect on public policy, they
will seek to manipulate the organizations that produce the happiness
surveys and polls and will lie about their happiness level. For their
part, governments, which do not necessarily seek the happiness
of the greatest number but their own happiness and that of their
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political clientele, will seek to manipulate happiness statistics by
selecting the experts who are most favorable toward their ideology.
A strong ideological bias in the construction of happiness indicators
may appear. The government may finance studies that show, for
example, the central role of social spending in happiness in order
to justify an increase in social spending. Knowing this, the experts
will position themselves in the marketplace of ideas and propose
studies that support the elected representatives’ ideologies. They will
perceive in the happiness metric an opportunity for monetary gain,
but also an opportunity to influence political choices well beyond
their simple ballot. Such power will improve their sense of autonomy,
their mental balance. The happiness metric is thus, like all forms of
centralized decision-making, subject to strategic behavior.

For all these reasons, statistical information does not have the
precision of the practical knowledge that influences individuals’
daily choices. It does not have the richness of people’s feelings.
Statistics are poor knowledge.

Moreover, correlation between statistical variables is not causality.
The statistical happiness laws of the type “If p, then g” often equate
correlation with causality (Hayek 1935, 4-5). But if there is no
causality, when government increases public spending there will
be no mechanical impact on the population’s happiness.

Correlation is also difficult to interpret because this is linked to
the concept of statistical significance. If a correlation’s significance
is misinterpreted, the public policy based on that correlation can
create unemployment, injustice, and unhappiness. However,
McCloskey and Ziliak (2008) showed that statistical significance
is neither necessary nor sulfficient for a result to be scientifically
meaningful. Statistical significance is a matter of probability and
judgment. Statistical inference does not produce any certainty. Its
propositions are more or less probability judgments. It is more
or less likely that liberal countries will have an above-average
economic growth rate. If there is no certainty, this means that econo-
metrics always maintains a margin of error. The significance levels
of 1 percent, 5 percent, and 10 percent are, moreover, arbitrary. The
H1 hypothesis is accepted or rejected based on a comparison of
the p value with values in the student’s table. The p value must be
very low to reject the hypothesis, but very low compared to what?
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Relative to a threshold that is arbitrarily defined by the researcher
(McCloskey and Ziliak 2008). Correlations are therefore neither
causal relationships nor regularities that are easy to interpret.

Happiness engineering can thus lead governments to take unfair
decisions based on faulty reasoning (on averages and on bad
statistical interpretations). On average, women are happier than men.
Social engineers are not afraid to govern on the basis of averages. But
they take the risk of imposing the average conception of happiness
on individuals whose conception of happiness is most distant from
the average (standard deviation). They risk being unfair.

Let’s take an example of a fair social order—one governed by
the principle “To each according to his contribution.” In this order,
an entrepreneur pays his employee according to his marginal
productivity. He applies the principle “To each according to his
contribution.” A redistribution from high-productivity individuals
to low-productivity individuals would be unfair under these prin-
ciples. If inequalities increase unhappiness on average, inequalities
should be reduced, according to happiness economics. Nonetheless,
if everyone is receiving what they deserve, reducing inequality is an
unjust decision. In this situation, the social engineer might increase
average happiness, but by creating a more unjust society.

CONCLUSION

The happiness metric cannot rehabilitate public spending. The
political use of this metric is, moreover, dangerous and imprac-
ticable, as is all social engineering. Basing public policy on a
happiness metric risks placing European democracies, already in
crisis, in the hands of happiness experts and a “pollo-cracy” that can
only reinforce citizens’ passivity and their rejection of politics. In
this sense, it is wise to stick to the principle laid down by Benjamin
Constant (2016, 46): “Let us ask authority to remain within its
limits; let it confine itself to being just. We will take care of being
happy.” This will be all the simpler, since freedom is a condition of
happiness (Thucydides, History of Peloponnesian War 2.43).1°

1 Abdur Rahman and Veenhoven (2018) find that freedom and happiness are
positively correlated in contemporary nations. The correlation pattern differs
somewhat across cultures and types of freedom. They found no pattern of
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