Hardship and Happiness
Mobility and public perceptions during
market reforms*
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This paper explores a number of relationships which ultimately underlie
the sustainability of market-based growth. An age-old puzzle is why some
societies seem to tolerate significant degrees of economic hardship and yet
retain political and social stability, while others break out into violent
protest as a result of much smaller economic declines or shocks. Related
to this is the contrast between wide degrees of support for market policies
in some societies that have high levels of income inequality, such as much
of Latin America and the United States, and much harsher criticisms of
the market process—and in particular of its distributive outcomes—in
societies which have much more equality, such as some OECD and
Eastern European countries.
In this paper we argue that the political sustainability of marketoriented economic growth is as much determined by relative income trends
as by absolute ones, and that opportunity and mobility over time are as
important as current distributive outcomes. In addition, we posit that individuals’ subjective assessments of their past mobility, as well as their expectations about the future, are as important as objective trends.1 The paper
places a particular focus on individuals’ evaluations of their prospects of
upward mobility (POUM) and how that affects their support for market
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1
Indeed, recent research in Eastern Europe finds that voting patterns are influenced much more by subjective
assessments than they are by objective mobility trends. See the chapter by Petr Mateju in Birdsall and Graham
(1999).
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policies. Not surprisingly, capturing these dynamics presents a number of
measurement challenges, some but not all of which we have been able to
overcome.
A central objective of this paper is to provide a conceptual framework
for exploring the relationship between objective mobility trends, subjective assessments of those trends, and expectations of future progress. We
then exploit new data that is available for Latin America, analysing the relevant questions in a region-wide survey of public support for market
reforms and for democratic institutions in 17 countries in 1997 and 1998.
At our request, the survey also covered respondents’ expectations for
future progress. Finally, we present the results of a pilot research project
in Peru, which explores the relationship between objective and subjective
trends through repeated interviews of a subset of households from a
1985–1997 nationally representative panel.

Three propositions: a framework
We rely on three propositions about the relationship between perceptions
of well being and support for market reforms to frame our analysis. First,
relative income differences have important effects on how individuals
weigh the importance of income versus other variables such as regime
type or institutional performance in assessing their own well-being or
“happiness”. These assessments in turn affect the sustainability of macroeconomic policies. We posit that absolute income levels do matter, but
that how much they matter is inversely related to their level, e.g., the
lower the level of per capita income in a country, the more absolute
incomes matter to subjective assessments of well-being. Even upwardly
mobile people may be dissatisfied if those around them are moving up
more quickly or if large gaps persist between them and the highest income
groups.
Our pilot survey finds that it is precisely the most upwardly mobile
people in the sample who are most negative in their self-assessments. At
the same time, our regionwide data suggests, rather surprisingly, that those
who live in countries where income distribution is most unequal assess
their future prospects for upward mobility more positively than those in
more equal countries. Thus relative income differences matter, but the
effects do not always run in the same direction.
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