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"Institutional Origins of Subjective Well-Being: Estimating 
the Effects of Economic Freedom on National Happiness" 

 
 

“We exploit the cross-country differences in economic freedom to examine the link 
between the quality of institutions and subjective well-being. Using Veenhoven’s 
happiness dataset, the evidence suggests countries with better economic institutions 
and higher level of economic freedom, captured by the security of property rights, 
open markets and more limited government, are significantly more likely to 
experience greater subjective well-being after controlling for structural confounders 
of national subjective well-being such as income, unemployment, inequality, social 
capital and life satisfaction. The effect of institutions on cross-national happiness is 
both significant and robust to different model specifications, estimation techniques 
and possible sources of endogeneity. Furthermore, our panel data analysis reveals 
that over time higher levels of economic freedom are associated with decreasing 
subjective well-being after controlling for state dependence and income.” 
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