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Abstract:

Western economic thinkers in the 19" century rediscovered the principle of greatest
happiness (PGH). However, as Eastern philosophical and religious thinking shows it was
part of common knowledge in Buddhism and Hinduism over the past millennia. PGH did
not have the same agenda as later on utilitarism of John Stanley Jevons, with the utility
maximization principle (UMP) of individuals disconnected from the rest of the society. The
UMP was more an outcome of a fusion between moral ethical thinking as a social
phenomenon with the Newtonian principles of mechanics based on differential calculus.
The huge success of natural sciences in the 19" century during the industrial revolution
was too tempting not to imitate its methodologies and concepts in the social sciences as
social physics (SP). This kind of approach still has many followers unsurprisingly in the
natural science community nowadays. The paper studies these interconnections between
these different strands of Western thinking which lead after a century to the neoclassical
paradigm in economics which took the UMP as its foundation for economic analysis.
Richard Layard, an English labour economist, pointed out among others by empirical
research that wellbeing or happiness is not significantly correlated with an ever increasing
material wealth. Here might emerge a bridge between Buddhist economics and the recent
rediscovery of the PGH in modern Western economics. The paper will close with the
suggestion of some first possible corrections necessary for UMP to obtain a PGH consistent
with the current challenges to the global society.
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Introduction

Research on happiness has become a highly delzstearch topic in the West over the last
couple of years. Searching the IDEAS-database -abdat of research papers and
publications in economics - for the keyword happsene ends up with more than 1000 hits.
This has not been the case ten years ago. Thdisagrigrowth of income in the West over
the last two centuries and in particular after W\Wdls led to new questions concerning the
aims of economic activity. Furthermore the enviremtal crisis and the prospect of
significant climate change caused by excessiveotigiobal resources in particular of energy
and natural resources point again towards the needo exhaust the resource base (Stern
2007; Barney 1980; Meadows, Meadows 1972). Limawards resource based growth
become a key concern in the global policy agendan ef/the studies quoted leave lots of
rooms for well founded criticism. If economic wékking would be intrinsically connected
towards energy and resource based growth than sooteter economics would face a crisis.
Beside the macro perspective, however, a microppetive is needed to understand how
societies could develop towards a model of sudbéen@aconomics by taking into account the

constraints of our global environment.

Well known economists have started to ask themsedwel their professiowould You Be
Happier If You Were Richersee Kahnemann et al. 2006). This might seem ob&dou
many outsiders because many people think that esosas just about how to get rich and
wealthy. However, there is an increasing discomdanerging that the continuous striving for
greater material wealth does not emotionally makestpeople to feel that they are better off.
If this conjecture is right, it might offer a wayiof the dilemma suggested before that an
unregulated growth process of the global economyladvdeplete its resource base in a not to
distant future. Many people challenge the matestialiway of life where a bigger house, a
bigger car and spending more money on more and ouite futile consumer items really

makes them feel more happy in the end.

Psychologists of the West can tell a lot of stoabsut the neurosis of people facing little or
no material shortcomings feel emotionally dissadsflonely and lack a direction of life. So

there is anecdotal as well as statistical evidérara surveys that wellbeing or happiness are
not highly correlated with another (see e.g. Lay20@5, Easterlin 2001, Dixon 1987, Oswald
1987). Having accomplished material wellbeing ohgly does not lead to greater happiness
in the end. What are the reasons behind thesenfis@ What are the shortcomings of

traditional economic theory that they cannot copth wthis problem? Are we in need of a



fundamental reform in economic thinking? What mightlearned from different approaches

like Buddhist economics who claim that they bihkit theories on different foundations?

The present short paper cannot deal with all tlgessstions in depth, but it is an attempt to
show how in the development of Western economiaighb some fundamental research
topics have been lost. Furthermore the author mideeslaim that utility theory shows up to
have become more and more a dead end as a mionddon for economic reasoning.
Therefore there is a need of a fundamental reforeconomic reasoning which does not treat
shortages in the traditional model as externalitiegconomic decision making (Hamilton
1994) which later on in an end-of-pipe fashion ttabe corrected by a social planner to take
care of obvious market failures based on the ag8amof utility maximizing individuals
lacking any kind of social responsibility.

The global social and environmental crisis loomimgre and more at the horizon demand for
a better analytical framework which would embededént aspects of human well being like
social networks, environmental sustainability apgrapriate leisure time into the common
microeconomic framework. For this purpose the authuggests a generalized happiness
function which significant differs from the commaitility function approach. Furthermore he
suggests that a happiness search approach basee Biarkov Chain Monte Carlo (MCMC)
would better describe the way of human behaviowgeiarch for greater happiness by taking
into account the information problems than the itiagal Newtonian-Leibniz-approach of
using calculus to maximize a well-defined analytipeoblem as the concept for human

behaviour in economics.
The Happiness ver sus Utility Principle in Economics, Philosophy, and Theology

The happiness principle or its derivative the grsahappiness of most people have obtained
a constitutional value in the US declaration ofependence of 1776. It has become a
cornerstone of liberal philosophy in the West af &8" century? However, this passage of

the declaration does not explain what that realgans. One reason might have been that it

2 “When in the Course of human events, it becomesssary for one people to dissolve the politicaidsa
which have connected them with another, and torassamong the powers of the earth, the separategusl
station to whichthe Laws of Nature and of Nature's Gedtitle them, a decent respect to the opinions of
mankind requires that they should declare the cawbéch impel them to the separation.

We hold these truths to be self-evident, thihimen are created equathat they are endowed by their Creator
with certainunalienable Rights, that among these are Life, ityband thepursuit of Happiness. That to secure
these rights, Governments are instituted among Miemiving their just Powers from the consent of the
governed, — That whenever any Form of Governmeabimes destructive of these ends, it is the Righhef
People to alter or to abolish it, and to institav Government, laying its foundation on such ppiles and
organizing its powers in such form, as to themIsde#m most likely to effect theBafety and Happiness.” see
the Introduction of the Declaration of Independeot&776.
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was considered common knowledge that did not neeither explanation. However, this
common knowledge of happiness has been lost et existed at this time. Therefore it
nowadays seems necessary to search for a betterstanaling and its evolution or even

confusion it caused in the minds of many thinkecgnomists, philosophers or theologians.

That the foundations of economic thinking havertheots in philosophy in particular moral
philosophy and theology should not be surprisinda® Smith, considered by many to be the
first modern economist, was from the beginning aahphilosopher himself. In his first great
writing, The Theory of Moral Sentimenits 1759, he studied in great detail the emotional
aspects of human behaviour. Why people behaveHhiedo? What drives them?

His key assumption was that they are driven by amst(see e.g. Fudenberg, Levine 2006).
Some of them considered to be of virtue for theetg@nd some are considered to be harmful
selfishness, i. e. homus homini lupus est. Whatlsmas searching for is a reconciliation of

the selfish aspects of human behaviour with themmomgood. His final answer he found in

his opus magnum, th&ealth of Nationsof 1776, more than twenty-seven years after
publishing theTheory of Moral Sentimentsas the invisible hand. The competition of the
selfish people controls the otherwise harmful cqosaces of selfishness, i.e. act as an

invisible hand.

The invisible hand establishes social harmony efvére individuals are using all their effort
to violate it. They fail to succeed with their s&iness because of the countervailing power of
the rest of society. They are kept by their indejeen actions unintentionally under control.
In modern terminology one could talk from emergeygtem behaviour what was on Smith’s

mind of an invisible handThis has been the credo of liberal thinker in\thest since then.

In economics as a particular field of liberal pephy the key proponents always quoted
again and again by economists are people like H&y848, 11960, 1973, 1976, 1979) or
Friedman (1980, 2007) who defended the liberal maginst those political forces who tend
to establish social controls usually by state in8tins as a visible hand and by this limit the

% “An emergent behaviour or emergent property cgreapwhen a number of simple entities (agents)atpén
an environment, forming more complex behavioursa a®llective. If emergence happens over disparate s
scales, then the reason is usually a causal relatiooss different scales. In other words theddten a form of
top-down feedback in systems with emergent progeriThe processes from which emergent propert&stre
may occur in either the observed or observing sys&nd can commonly be identified by their patteohs
accumulating change, most generally called 'growtlily emergent behaviours occur include: intriczdeasal
relations across different scales and feedbackwkras interconnectivity. The emergent propertyifitsay be
either very predictable or unpredictable and ungaeated, and represent a new level of the syswrlstion.
The complex behaviour or properties are not a ptgpef any single such entity, nor can they easty
predicted or deduced from behaviour in the loweeleentities: they are irreducible.” quoted fromKRigedia
article on Emergence.
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individual liberties of the people. Nowadays, eaoisi would call this outcome a non-
cooperative Nash-equilibrium in a game with atoinigtlayers (Nash 1950, 1951). The
principle, however, is thought by many to have am®ne more fundamental character
concerning all kinds of organizational aspectseds@ganization in complex systems. Since
societies are complex systems they face the samees as other complex systems which

show emergent behaviour.

State interference therefore has always been samdike a mortal sin committed by those
who tempted to restrain the individual rights evérhey are selfish. Laissez-faire has

become the war cry of liberals in particular whesfethding individual liberty against state
interference. Deriving people from their free exgsien of selfish motives would tend to lead
to hypocrisy on the one hand, and agony and inaaiio the other because people would

loose their most forceful emotional driver, selfisks and greed for material wealth.

This divide in opinion about how the pursuit of payess — including selfishness — should be
established as a liberal constitution of a socletg never been closed between those who
claimed that selfishness is part of human natue thnse who claim also as part of the

century of enlightenment could be educated towanti®re social behaviour.

However, this kind of liberal attitude vanishes iedrately when it comes to liberal labour
laws. Enforcing the labour contract by all kindsneéans even violating individual rights of

privacy or certain degrees of self-determinationhaman rights loose their attractiveness,
when it comes to enforce the employers rights agdimse of their employees. Here the
visible hand of the employer as a general rule ma@ controller of anything their

employees are doing during their work day is gdheumchallenged by the same economists
who stylize themselves as liberal minds protectimg rights of the individual against the

oppression of public intervention by a democratates The countervailing power of trade
unions to challenge the omnipresence of employegivie orders is considered as generally
harmful to establish an efficient economic ordenefefore asymmetric labour relations are
not a key topic on the agenda of market liberaisvi8g for greatest happiness of employees

is not something seriously considered by neoclassinomists.

* Behind this the question of a positive world orded a kind-hearted God lingers as well. Why Gadhéppen
so much injustice in the world? A key question & theologians and moral philosophers. Smith amswe
seemingly solved the paradox of injustice by exptey that harmony is re-established by the invesiband.
There exists an endogenous correction mechanismhwdunstrains individual excesses by the countiémgai
forces of competitors a representatives of theespcEven if some weak individual suffer those vdawise the
suffering will be punished in the end by the inbisihand. Therefore social justice could be esthbti at least
on the long-run.
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Here market liberal content that the labour margebuld be freed from labour laws

constraining the employers will to give any kindaofler to their employees. Cutting wages at
free will — the market drives this decisions caubgdveak demand for their products or the
capital owners ask for higher revenues, dismisaimg) relocating work from one country to

another leaving behind lots of unemployed workerbBave always been considered as
collateral damage in the process of greater happifeg most of the people. This illustrates
the ambiguity of the application of this idea whehas to face real world situations beyond
the consumer sphere. As a consumer you might stoivgreatest happiness, but not as a
depend employee. Fair wages and decent employnosiitions are beyond the research

agenda of many market liberal economists.

Utility is something much more appropriate to fitthis framework where cost minimizing or
profit maximizing principles are the essential neah economic model building. Greatest
happiness of employees is nothing a employer cersidorthwhile to take seriously into his
consideration. Even nowadays the concept of saesgponsibility in the governance of
companies (see e.g. Crane et al. 2008, May, Chd®aeyer 2007, McBarnet, Voiculescu,
Campbell 2007, Zerk 2006. Rossi 2001, Kalisky 20@cks significant support at the
management level when it comes to real life situretiat the shop floor level. However, it
shows that the shortages emerge of accomplishiaggtkatest happiness of the greatest
number when a visible hand, e.g. labour laws abduaorganizations to enforce them, are
lacking. Most employees experience the company wagk for not as a happy place where

social responsible managers act according to iheiples of greatest happiness.

Let us now turn, however, towards the issue of heggs versus utility as conceptual

approaches in economics.
What constitutes happiness and what gives utility?

Happiness is an emotional state of mind. Utilitiperception of aims for humans emerging

from pragmatismin a sense that means best match given aims, fumctional approach per

® “Pragmatism is a philosophic school generally @ered to have originated in the late nineteentiurg with
Charles Peirce, who first stated the pragmatic maxi came to fruition in the early twentieth-cemtu
philosophies of William James and John Dewey. Mddhe thinkers who describe themselves as pragteati
consider practical consequences or real effectbetovital components of both meaning and truth. Othe
important aspects of pragmatism include anti-Cantésm, radical empiricism, instrumentalism, amt&lism,
verificationism, conceptual relativity, a denial tife fact-value distinction, a high regard for sce, and
fallibilism. Pragmatism began enjoying renewed rdtten from the 1950s on, because of a new school of
philosophers who put forth a revised pragmatisnt th#ticized the logical positivism that had dontec
philosophy in the United States and Britain sirtee 1930s, notably in the work of analytic philoseghlike W.

V. O. Quine and Wilfrid Sellars. Their naturalizegistemology was further developed and widely middid by
Richard Rorty, whose later work grew closer to gmntal philosophy and is often considered relstivi
Contemporary pragmatism is still divided betweewsththinkers who work strictly within the analytiadition,
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se. Since material resources are scarce, it isilusef to waste them. Efficiency is therefore
the core idea of economics, i.e. the allocatiors@drce resources towards its best use. Or
another way to state this relation, to maximizeryoansumption under a given income and

prices, i.e. the budget constraint.

If this really leads to happiness of people, ibéyond the scope of utilitarian philosophy and
neoclassical economics. It was never in the minfisutditarian to define or measure
happiness. Contrary they spent much effort on measwtility and preference orderings.
They more became involved in a theory of ratiofaice. Preference ordering and rational
decision making combined with the problem of camsisy of choice stood more and more on
the research agenda of utilitarian theorists. Bssanged them more and more from their
initial topic of happiness.

Rational choice theories take preferences withouhg them any particular qualification or
ethical meaning at their centre stage. This mighin@ght not relate to happiness. Modern
rational choice theories have become more or fedifferent to these issues. What is in their
mind is more a rational choice engine, which isgpaonmable for any purpose. This fits well
to the strong affinity with natural sciences. Bysmlering humans and society can be treated
by similar methods and approaches like in natwenees. Creating something which have

become known as social physics (SP).

Happiness also like material wealth is scarce,itbtannot be accomplished in the same way
as utility. There are quite different ways towartsppiness. Therefore it is much more
difficult in an engineering sense to accomplishpgiapss according to certain codified rules
and procedures. Happiness can occur unexpectedyaedents outside the control of the
individual. Winning a price in a lottery createsddan happiness. Falling in love with
someone creates happiness. Often these eventsnhimppeserependipitiovay. Many if not
most are not directly related to material wealthtsrefficient allocation of material goods.
Only few people feel happy just by performing ehnent or being economically efficient. A
common saying in the West is, money does not makey but some also add it calms your

mind, i.e. makes you free from economic worries.

Max Weber, a German sociologist, summarized a wewcerning the Western Christian

perception on happiness in a book with the tiflag Protestant Ethic and the Spirit of

and a more relativistic strand in the wake of Ramy lastly neoclassical pragmatists like Susarckiadno stay
closer to the work of Peirce, James and Dewey.taflifrom Wikipedia on Pragmatism.

® A term used for an event of finding something withintentionally having searched for it. Discoesriare
often related to serependipity. Browsing is ofteteahnique tempting to find something which one hast
searched for, but has a meaning after it is disemvby pure chance.
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Capitalism (Weber 1934). Religious beliefs and human behaweere directly linked with
each other. Laziness or being idle were associatttda sinful life and punished by going
literally to hell after death. So if people becaomappy in performing their duties of hard
work and suffering, it was just a price to be pfidsalvation after death in heaven. People
should work hard - day and night - in real lifeki® paid by salvation afterwards in heaven.
They literally should work for Gods blessing or soroall it Gods wage. Many people
performing social work at low payments do this ffeligious beliefs. Therefore happiness is
connected by Weber with the individual conforminghwsocial spiritual values like the
protestant work ethic. Instead of making referetoeeards the internal state of well being as
happiness, it is the conformity with social valuelsich creates happiness. You are happy
because the people of your society give you respedthonour and by this happiness. This
introduces a social conditionality towards happsnddappiness can only be obtained, if

society values your behaviour as supportive tovél being.

People following the Protestant work ethic, oftenlizing later on that they pay a high price
of unhappiness and have to suffer dissatisfactitititarians like Bentham have condemned,
therefore, often an attitude toward greater hagsies hedonistwhich primarily is focused

on consumption (waste of time, i.e. idleness, ara$tev of goods) instead of production
(increase of material wealth and efficient allosatof material goods). This kind of ethic is
deeply rooted in the protestant vision that theppse of human life is to suffer and til.

Doing so they would later on be paid by going taven instead of hell. They just performed

Gods will as righteous citizens by being industsiou

Taking choice theory as a starting point, the fomeaf choice towards happiness emerges in
Kant's dictum of the categoric imperativén Kant's view there is a need of general absolute

" “The basic idea behind hedonistic thought is filatsure is the only thing that is good for a perskhis is
often used as a justification for evaluating aation terms of how much pleasure and how little p@ie.
suffering) they produce. In very simple terms, ddrést strives to maximise this total pleasuredpilge minus
pain). The nineteenth-century British philosoph#&osn Stuart Mill and Jeremy Bentham defended thicadt
theory of Utilitarianism, according to which we sie perform whichever action is best for everyone.
Conjoining hedonism, as a view as to what is gamdpkople, to utilitarianism has the result thataation
should be directed toward achieving the greatestuatnof happiness for the greatest number of pedjileugh
consistent in their pursuit of happiness, Benthamd Mill's versions of hedonism differ.” quoted from
Wikipedia on Hedonism.

8 “Those of you whaearn your breadby means ofjour toil and sweashouldrejoice, because tharead is
blessed;...” See e.g. teachings of St Cosmas oDAjtd Christian Saint.

°“In Kant's view, the nature of a moral act is avisich would be the right thing to do for any persorsimilar
circumstances. The capacity which allows us to makeal decisions is called pure practical reasohickv
should be contrasted with pure reason - the captiknow; and with mere practical reason - whittbves us
to interact with the world in experience. Hypothatiimperatives guide action in an instrumental wayin
other words, they tell us about which means wilblst to achieve our ends. But hypothetical imperatdo not
tell us anything about the ends we should chooseth® other hand, Kant considers the right to lier po the
good. What is right to do cannot be determined waference to anything empirical or sensuous; rathey can
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ethical principles and there is a need of recipyoici ethical principles. You should only do
what you accept it as just if others would do timsyou for the same reasons. This points
toward an internal moral judgement contrary to 8neixternal restraints by the market as a

social regulation for selfishness and greed.

Even if nowadays this kind of connection betwedigieus and philosophical beliefs and
Western economic thinking might have been lost targe extent, it still is present in the
Western attitude towards a work ethic, which hkelin common with the greatest happiness
principle. It even reversed its meaning in Christiaoral thinking in a sense that unhappiness
on earth is needed for happiness in heaven. Inwhig it really becomes dichotomous or

create even a life and happiness antinomy.

There are some similarities to Buddhist philosopliiich takes unhappiness on earth as a
fundamental fact of life. Living is intrinsicallysaociated with facing unhappiness, because
the world does not going the way people want itFimm the contradiction between human
desires and worldly reality people suffer unhapgen& o escape people in Buddhist thinking
could do this after death by entering a state ofama, similar to heaven in Christianity a
state of salvation from unhappiness. The way tomgtish this, however, is totally different.
Instead of becoming highly productive the Buddbpisiiosophical answer to the question of,
how to accomplish greater happiness, is the distradrom all the worldly temptations
(mara), material wealth in particular. Good Budthitherefore should spend most of their
time on spiritual accomplishments by meditatiorlearn to forgive their greed to own and
control the worldly affairs. It is a position ofsgingagement from worldly affairs. Only the
ability to reduce their ambitions to own, contradagovern worldly affairs opens up peoples
minds and gives them greater happiness, enlightenme

Therefore a Buddhist economic principle is fundaraiyn based on self-restraint. Cling less
to material wealth gives you a more peaceful mind by this greater happiness. That is far
beyond the Western Protestant principle that hasdkvand material wealth gives you greater
happiness and salvation in heaven (see e.g. BdoGleary 2003, 2002).

only be determined by pure practical reason. Reaseparate from all empirical experience, is capaifl
determining the principle according to which aldercan be determined as moral, and it is this foneofeal
principle of moral reason which is known as thesgatical imperative.” quotes by Wikipedia on. Cateécgl
Imperative.
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Empirical Happiness Resear ch

Happiness research has become a hot topic in seciahces in Western countries in
particular in economics recent!.The reasons are not quite obvious. One might haen
that the explanation for successful economic deekmt by neoclassical growth theories
faced a crisis (Obvious is the growing awareness tiie standard approach of economics
using utility maximizing individuals and compani@snimizing costs and maximizing profits
fail to satisfy the social necessities of a staduleiety, a sustainable ecological environment

and the satisfaction of greatest happiness priegipl

Even in the West after two hundred years of theustril revolution neither approached a
communist paradise of affluence nor a capitalisietg which guarantees welfare, happiness
and wellbeing to the people has been accompligHedever, the emotional state of people
feeling happy even under conditions of povertytigking psychologists, social psychologists,
sociologists and now even economists in the sadences (see e. g. Layard 2005). By
asking people repeatedly about their emotionaéstdmind and giving a self-assessment on
the degree of their personal happiness they fouwtdhat happiness is only weakly linked
towards material wealth after a certain threshelal to maintain a certain standard of living

has been accomplished.

Even if there are many unsolved research questbosit - how to measure it? — there is
sufficient empirical evidence that the link betwematerial wealth accounted as personal
disposable income have not the strong correlatigh thhe emotional states people by self-
assessment declare as their happiness (see ean D997, Kahnemann et al. 2006, Frey,
Stutzer 2005, Oswald 1997, Frank 1997, Ng 1997gr& leven emerged some paradoxes as
Easterlin (2001, p. 470) statédvhy at a point-in-time are happiness and incomsifreely
associated, but over the life-cycle there is natieh?” However, looking at a global map of
satisfaction with life (see figure 1) one gets impression that income levels at the macro
comparison matter a lot to obtain satisfaction witb. Interestingly, the European Nordic
countries, Canada and Austria together with Swidper are getting the top ratings. These
countries have contrary to the other Anglo-Saxonnties like the US and the UK in
particular a highly developed social welfare systémthis dimension they are with regard to
health care, pension system und unemployment insaraffering the highest level of social

insurance. This kind of insurance against majoh lmigks in life, seem to give people there a

19 Nowadays this has become a serious object of aapiesearch, see e.g. World Database on Happiness
http://worlddatabaseofhappiness.euraml/
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greater satisfaction with life compared to thosantoes with less social protection against

these risks.

Figure 1 - Satisfaction with Life Index Map

l'_

green= most happyblue,purple, red = least happy

Source: Map coloured according The World Map of Happines®drian White, Analytic
Social Psychologist, University of Leicester.

Another empirical evidence which showed up in a bemof studies (see e.g. Becchetti,
Pelloni, Rossetti 2008) point out the importancesotiability and relation goods towards
happiness. Being part of a crowd of people is apomant ingredient towards emotional
happiness. Instead the emergence of a Single ganid/estern societies (see e.g. Putham
1995, 2000) show an increasing failure to maintawvhat Putham denoted as social capital -
in a purely by market forces and utility maximizinglividuals driven society. Taking the
economic paradigm enshrined in neoclassical eca®was a lifestyle tends to make people

unhappier as before.
The Happiness Function, H(.)

What do | mean by the happiness function, H(.)?t@oy to the common utility function U(.)

it not only represents a relation between a bumdl@roducts (material goods and even
services), but takes into account other factorciwisontribute to the well being of a human.
Material wealth is just an enabler for happiness,not the end of human efforts to get happy.
Therefore happiness is related to the necessargissebce bundle of goods and services
common in the standard utility function, but it hasnclude more than that. One can think of

a happiness function as a generalization of thityufunction approach, but one has to
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consider that it also changes the meaning of thigyutoncept fundamentally (see previous
sections of this paper).

First one should also mention that a product sepasficular items of goods and services
X"MOR®™™ ={g,...,4,:5,....§} , With n andm denoting the respective number of goods,
g, and servicess, should have as a whole the property that theygawerned by the law of

diminishing returns to happiness, i.e.

dH()
dx

<0 where Xdenotes an aggregator function fér=g X"(™ )IR".

Furthermore it converges against a happiness geilia. increasing the quantities of goods
and services cannot increase happiness any morteSshape of the happiness function is

more one like a Gompertz function.

A Gompertz curve or Gompertz function, named aBenjamin Gompertz, is a sigmoid
function. It is a type of mathematical model faretation, where the growth of the dependent
variable is slowest at the start and end when dinetion converges against the saturation

level a, i.e.
H (X) = a [exp/@?)
where
a is a parameter denoting the upper asymptote

yis a parameter denoting the happiness growth rate

L Oyare negative numbers determining the respectivpesbé the function

(see figure 1 below), arekpis the Euler's Number (e = 2.71828%).

As a consequence this implies for the happinesstimthat an overall increasing volume of
goods and services cannot increase overall hagpiteesa certain extent, given by the
saturation levela . Beyond this material wealth does not improve lvaggs anymore. One

simple reason for this is the time constraint aistomption. To extract happiness from some

products one has to have sufficient time to spend o

Figure 1 — Gompertz functional form of the happssiction

M This seems a better suited representation thagistits which is symmetric with regard to the naedi
saturation point.
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It is the problem of luxury consumption that it hasufficient leisure time at its disposal so
that one cannot consume all the products whichdctl bought given one has sufficient
wealth and income at ones disposal. Furthermor@e ewening the most expensive items
cannot establish more happiness. The attempt t@axhappiness from ever preposterous
luxury items show clearly the dilemma. One simplte spends money on luxury items to
impress others but much less so to derive direppihass from it (see e.g. Veblen, 1899).
Therefore it directly points to happiness obtaifresn social relations and in particular the
perception generated from others. This form of Ireggs is a more indirect happiness similar
to the indirect utility function (see Roy, 1947). ey element is the impacts obtained by

being included in social networks, , which generates happiness. To be part of a contynun

a family, groups with a particular social status,. ere contributing to the happiness of an
individual. Often people spend a lot of their in@ust to establish a position in a social
network which they desire to belong to. In modeocor®mic theory this issue has been
addressed under the term social capital, which,elvew tends to subsume human relation as
many other aspects under the perspective of camtalmulation. Instead | would insist that
human relations are not governed by this kind dfiatgon principle. To enrich ones human
relations and extract from this happiness doesastthe same meaning as investing in social
capital or networks. Therefore the happiness foncinclude additional factors contributing
to the happiness than products.

H(X,S).

Social networks contributing to greater happiness &owever, complementary towards
products. Therefore it is not easy to substitute against the other. To obtain more happiness
by participating in social networks it might be Bveecessary — similar to a limitational
function to reduce the material wealth represeriigdthe product bundle to built social

relations.
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The key constraint for each individual is its ticenstraint. For each individual the day hat 24
hours regardless of how much material wealth hesoviine way he allocates his time,
however, decides how happy he can be in the ensid8enaintaining social relations one
desires to obtain a happy life by having demanddisure time,L', i.e. time for oneself e.qg.
for meditating or just to stay idle because thist ggves oneself a deep satisfaction. People
who increasingly lack such leisure time painfullst @ware of this shortage. Managers face
the burn out syndrome, people get stressed whé&mgacecreational time, and so on. Again

this is a complementary factor towards the two teefoentioned ones.
H(X,S", L)

Another important factor before treated as an esiéy in economics is the environment in
particular the stability and sustainability of aokgical and institutional setting which keeps
the living conditions at a level where high risks €hallenging the survival of an individual
are avoided. Let us denote this by the varidbiedenoting environmental sustainability. This

gives my final representation of a happiness famctif an individual.
H(X,S, L, B)

As can be seen for people making their decisiofngua happiness function instead of a
simple utility function will generate quite differeresults. Interpreting the saturation level in
the sense of Herbert Simon or Katona as a satigfitevel chosen by each individual

according towards their intrinsic preferences, deeision problem becomes to explore the
solution space given the respective constraint hef tunction and the associated time
consumption needed to fulfil this type of activifyne absolute time constraint is given by T.
Therefore the time allocation problem is to allecahes scarce time between the different
activities, i.e.

T2t (X)+4(S)+ (1) + L E).
12(6,(X)+6,(S)+6,(L)+6,(E)).

where we use thé& as respective time shares for the respectiveipctiv the time budget

constraint. Therefore each individual searchesgfeatest happiness by allocating his time
obeying the constraint set by the happiness functireatest happiness is obtained when one
cannot improve ones happiness by any other acgetyanymore. Therefore someone striving
for greatest happiness allocates his time budgebrdimmg to the happiness function.

According to his preferences he chooses betweeditigeent types of activities which gives

13



him greatest happiness. This is an equivalent @outility maximization principle under the

usual budget constraint of given prices and income.
Greatest Happiness as a Bayesian Search Process

In traditional economics following the Newtonianpapach of maximizing a given function
lead to the usual utility maximizing approach usend.agrangian function to embody the
budget constraint as a central part of utility maixation problem. My stand here is that
people do not know this function in advance. Indttlaey have to search for happiness
solutions using more a Bayesian inference engiheyBtart with a prior distribution about
the potential location of their time shares givihgm their greatest happiness. However, after
the realization they tend to adjust this experieogteome by a Markov process calculating
posterior densities according their happiness stafbis has not to be done by the usual
gradient techniques common in non-linear maximiaraproblems like e.g. gradient methods
or Gauss-Marquardt algorithms. To my mind a moralisgc and therefore promising
approach is that like in a Monte Carlo simulati@ople explore the solution space and check
for their respective states of happiness. From ghimaple they derive the posterior adjusted
distribution function after some sampling. Agaireyhtake a second step sample of time
allocations and after a while readjusts their chalensities again. This is a familiar approach
known from Markov Chain Monte Carlo simulations ebbated as MCMC (see e.g. Liu
2001, Bremaud et at. 1999, Gilks et al. 1996).

This kind of search process forgives the standamlytical approach which would not be
promising because the functional space due to timelinearity will tend to be difficult to
solve analytically if there exists such a solutadrall. However, this Monte Carlo explorative
technique does not need such conditions. By samphe time allocation space and make
after the realization their respective valuationsdifferent states of happiness and calculate
from these outcomes a new posterior density funaiforandom time allocation according to
the principles summarized in the happiness funatioa could at least guarantee an ergodic
improvement of happiness as a stochastic proceg®uti knowing if one has reached the
maximum Maximorum of the happiness function at ime? Even time-varying happiness

functions could be treated by this approach indaptive Kalman-Filtering sense.

If people end up in a local greatest happinesg sttt would be fine for them, if they lack

any incentive to search for further improvementshéy tend to sample in a greater solution

12 A software package which has implemented MCMC imBMgs. (see Spiegelhalter, Thomas, Best, Lunn
2003).
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space so that the posterior density allows foreased variance in the respective time shares
one could even suggest that the likelihood to colose in a finite number of steps converge
towards the greatest happiness is assured. If ooddvallow for immortality one could even

guarantee greatest happiness in the end.
Conclusions

The present paper gave a brief overview of therdiga of the principle of greatest happiness
and the utility maximization principle and its ritens towards the religious and philosophical
backgrounds in particular their connections to ghetestant work ethic on the one hand and
the connection with natural sciences based on #wetdhian-Leibniz method of calculus. The
latter stimulated a view on social sciences as sang termed as social physics. Using the
same approaches and methodologies should conttib@tenore scientific approach in social

theory. However, this led to a certain dead end.

By neglecting the emotional state of people andttteem as social atoms, i.e. individuals,
disconnected in their utility maximization and s#ihess cannot constitute a happy society
and assure sustainability of the environment. Bygohg to the paradigm modern neoclassical
economic could only treat these problems as exigesain the Pigouvian sense. Instead in
the quasi-religious belief of Smith in the invigland, one nowadays accepts the possibility
of market failures. As an external social engiresmomist try to correct such market failures
by using the visible hand of the state, i.e. theegoment, to enforce necessary correction to

improve social welfare.

The paper concludes with an alternative attempélbailt the utility function with the aim to
make individual happiness dependent on additicaetbfs like social relations, leisure time,
and environmental sustainability giving people tegaard against catastrophic events like it
has come to the political agenda like global clienelhange, social unrest and disintegrating
states. By including these factors and taking iatoount that individual reflect in their
behaviour these factors in their decision makingpardination process between individuals
would lead to different outcome - including as wsalkcial cooperation as a win-win-strategy
to accomplish the greatest happiness of the gteatesber. Instead of an ex post adjustment
of market failures by a social planner, this appho#osters an ex ante adjustment in the

individual choices to avoid coordination failuresthhe decision making process itself.

A different choice equilibrium between conflictimgterests would emerge endogenously as
part of a rational bargaining process. Furtherntbesapproach suggested here gives up the

maximization principle, because this to be parthef decision process would need a perfect
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information about the decision function, i.e. haygss function, and the constraining
environmental conditions. Instead we suggest itld/twe more appropriate to take the search
for greater happiness literally. Using a MCMC-ammio to derive a sampling strategy for
greater happiness to derive probability functionsthe Bayesian inference methodology
would not forgive the aim of increasing happindsg, takes into account the badly informed
state of the individual agents who have to leamhard way to reach greater happiness than
before. Furthermore the fundamental scarcity petgie is less the budget constraint given
by money values but the even more deeply constodiliting time and their appropriate time

allocation.

The currently highly popular happiness researcima@gén the Western society also meet with
some thinking which emerged in the Buddhist ecomsmiommunity in particular in
Thailand. It is related to less emphasising theartgnce of material wealth and instead of the
internal emotional states of a person related toitspl growth and maintaining an
environmental sustainable behaviour of the econatimension of a society. Therefore one
could expect a fruitful dialogue between Westerd &uddhist economist in the future in

search for establishing a new foundation of ecorginciples for human behaviour.
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