Economics, Religion and Happiness
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This survey intends to portray the two main approaches of economic research on religion. The first
investigates the impact of religion on the economy. Religion and the internalized value system are found
to influence economic attitudes ontput in a_favorable way. The second approach is to explain religions
bebavior with economic models showing how an individual can derive utility from religion. Modern
happiness research makes it possible to measure the impact of religion on subjective well-being empiri-
cally. The literature finds a positive correlation of religion and happiness, with a robust effect of chur-
chgoing and protestant confession, while the results on internal religiosity are more ambignous. In onr
analyses for Switzerland we are able to confirm these results and show that the effect of church going
on happiness is quite sigeable.
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1. Introduction

The study of human incentives being at the centre of the economic discipline, reli-
gious beliefs form an important object of investigation. Already Adam Smith (1776)
studied how religious markets should be organized optimally. However, for a long
time (up to the mid seventies of the last century), religion was considered an irrational
belief not worth-wile to explain within the rationality framework of economics. To-
day, a multitude of researchers are investigating religious beliefs and activities and their
economic consequences.

A variety of aspects are of interest for economists of which a few are listed and out-
lined here: How do the values and norms internalized in a belief system influence
human behavior? What are the resulting economic consequences on a microeconomic
and macroeconomic level? How is it possible to explain belief in God within the stan-
dard economic framework? What impact do religious beliefs have on utility?

Answers of the literature to these questions are outlined in the following sections,
concluding with our own empirical analysis on the impact of different dimensions of
religiosity on subjective well-being or happiness.

The paper is outlined as follows: Section two shows how religious beliefs may alter the
economic behavior of individuals and how religion impacts on economies as a whole.
In section three we describe how religious behavior can be explained within the
framework of neoclassical and psychological economics. Section four presents results
on the influence of religion on happiness, a dimension of subjective well-being used as
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a proxy for economic utility. In section five, we analyze and quantify the impact of
religion on happiness in Switzerland and conclude in section six.

2. Impact of religion on the economy

The debate about the impact of religion on people’s economic attitudes started with
Max Weber’s (1930) work on the protestant ethic. He stated that the Protestant Re-
formation caused a mental and social change enabling the success of capitalism. Until
today, many researchers have dealt with the question whether religion and religious
norms shape human behavior in an economically favorable way.

We distinguish between the microeconomic perspective that explains how religion
alters the behavior of individuals and the macroeconomic perspective that explains
how religion influences the growth of economies.

2.1  Microeconomic perspective

2.1.1 Income and labor market prospects

The question of whether, and in what way, religion influences employment, wages or
general labor market attainment is the most interesting aspect from the viewpoint of
economists. People believing in God may acquire greater human capital, which is re-
warded on the labor market (Tao 2008). Furthermore, religious values like modesty,
honesty and accuracy tend to increase the quality of daily work and foster collabora-
tion, thus translates into greater income and better labor market prospects.

In contrast to Weber later empirical finding suggest that especially Catholics seem to
profit in financial respect from their religion. Tomes (1984) provides empirical evi-
dence that Catholics with college education earn more than Protestants with the same
education. Ewing (2000) supports this result with his finding that there is a substantial
wage premium for people raised in the Catholic religion after controlling for standard
human capital, institutional and demographic variables. Steen’s (2004) results point in
the same direction but in addition find that Jews earn more than any other denomina-
tion. This substantiates the finding of Chiswick (1983) who states that Jews earn 8%
more than other denominations, which he attributes to higher rates of return from
schooling and investments in on-the-job-training.

However, there is also empirical evidence that denies the influence of religion on per-
sonal income. Neal (1997) does not find any advantage of Catholic secondary school-
ing on graduation rates and future wages compared to public schools in general. Tao
(2008) investigates whether religion indirectly enhances subjective well-being through
increasing job stability. He does not find evidence for this hypothesis: Religious
people do not profit from their beliefs with respect to the risk of becoming unem-
ployed. To conclude, there is a mixed picture of whether religion improves people’s
income and labor market prospects.

2.1.2 Attitudes to rules and institutions

Religious beliefs may positively influence economic attitudes which in turn may lead
to higher income and better labor market prospects of religious individuals. Using the
Wortld Values Survey data Guiso et al. (2003) investigate the effect of religion on eco-
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nomic attitudes toward cooperation, the government, the market economy, legal rules,
working women and thriftiness. They find that on average religious beliefs are corre-
lated with economic attitudes, which are beneficial for per capita income and growth.
Protestants, Catholics, and Hindus tend to be favorably disposed toward private own-
ership, while Muslims want significantly less private ownership. However, the authors
also find that religion is correlated with higher degrees of racism and less respect for
working women. These attitudes may harm economic growth. Religious participation
is positively correlated with trust toward others while intolerance is an outcome of
being raised religiously. Different religions seem to have different effects on economic
attitudes, whereas Christian religions are more positively associated with attitudes,
which are beneficial for growth.

There are contradictory results from other studies which found no relationship be-
tween one’s religion and economic attitudes. According to them, religious affiliation
or degree of religiosity do not seem to influence attitudes toward capitalism, socialism,
income redistribution, private property, free trade, and government regulation (Gay
1991; Kuran 1993). However, capturing these effects via correlations does not estab-
lish the direction of causality: It is unclear whether religion really affects behavior or
whether people with certain character traits tend to be more religious.

2.1.3 Effects on health, social networks and crime

Religious beliefs may also have an influence on health. Since healthy people cause less
costs for health systems, the impact of religion on people’s health is also of economic
importance. Levin (1994) finds that faith in God, whatever denomination, increases
people’s health. The health effect of religion is especially large for elderly people (for
example Levin/Chatters 1998; Ferraro/Kelley-Moore 2000). According to Tao (2008),
religion increases well-being significantly through greater health. Thus, the effect religion
has on health seems to be less ambiguous than the one on income.

Religion may also influence social networks and family relationships (for example, Koe-
nig et al. 1997; Krause et al. 1999). Sound family relationships, social networks and se-
cure income help to prevent people from committing crimes. A lower crime rate is
beneficial for an economy since it leads to a greater willingness to undertake investments
and to take economic risks. Furthermore, costs of prosecution and detention decrease.

Religiosity may also directly influence the tendency to commit crimes. Hirschi and
Stark’s (1969) “hellfire” hypothesis states that religion deters criminal behavior by in-
creasing the costs of crimes through the thread of punishment in afterlife. In a meta-
analysis of 60 studies of the effect of religion on crime Baier and Wright (2001) also find
a moderate deterrent effect. Since these studies use methods with limited validity, the
results have to be interpreted with caution. Using a more sophisticated methodology,
only a negligible effect of religion on crime was found (Heaton 2000).!

1 Most empirical studies on the deterrence effect of religion on crime use cross-sectional OLS
regression and therefore suffer from a possible endogeneity bias. Religious adherence is usually
negatively affected by an increase in crime rates, which results in biased estimates toward a find-
ing that religion reduces the incidence of crime. In contrast, Heaton (2006) applies an instrumen-
tal variable approach using historic religiosity as an instrument for current religious participation.
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2.2 Macroeconomic perspective

For economists the association of religion with economic attitudes, income, health
and criminal behavior on an individual level is of significant importance. But, of
course, religion may also affect the economy as a whole.

Since Weber (1930) noted that Protestantism favors macroeconomic development,
many researchers have engaged into investigating this relationship. Denominational
and religious institutions have played a major role in forming and shaping today’s
economic and governmental institutions, which are important prerequisites for econ-
omies to grow and develop.

Since denominations differ more or less with respect to the value system internalized,
it is likely that denominations may account for differences in economic growth.
Amongst all denominations, Protestantism has been declared the one encouraging
economic growth most. Early work has found evidence that Catholicism seems to
feature growth-retarding characteristics while Protestantism teaches hard work and
individualism. These differences are said to be one of the reasons why the United
States and Canada have seen good economic development whereas Latin America,
inheriting the Hispano-Catholic tradition, has lagged behind (Morse 1964). Catholic-
ism has even been found to promote communism (Andreski 1969).

In later studies, however, this clear view of denominational influence on growth could
not be retained. Rather, it was shown that religion is not the sole determinant of dif-
ferences in economic development (Grier 1997). Thus, Protestantism is found to be
only one of many factors determining economic progress. In addition, the catholic
religion was not found to be associated with lower per capita income in comparison to
countries that consist mainly of Hindus, Muslims, orthodox Christians and Protestants
(Barro/McCleary 2003). Rather, Islam and in some specifications, Confucianism, are
positively associated with per capita income growth (Sala-i-Martin et al. 2004). There
exist even more adverse results to Weber’s original hypothesis. Noland (2005) finds
that Jewish, Catholic, and Protestant population shares are negatively correlated with
per capita income growth, even after accounting for economic fundamentals. This
study confirms the notion that Islam promotes growth.

Weber’s hypothesis, that Protestantism is a causal reason for economic growth, is thus
not supported in recent research work. At the same time, empirical research has not
been able to establish any consistent effect of denominations on economic growth
and per capita income. Either there is indeed no such effect in reality or existing re-
search has not been able to identify it in a satisfactory way.

3. Economic theory of religious behavior

Economists deal with religion in two ways. Firstly, they investigate the impact of reli-
gion on economic output as described above. Secondly, they try to explain religious
behavior using economic theory with the underlying assumption being that individuals
behave rationally. The goal is to describe why some people choose to be religious
while others do not. There are mainly two types of models: one type explains belief
patterns. The second type describes religious behavior such as going to church. It was
long doubted that religious behavior (either faith or church attendance) can be re-
garded as rational action and that it should therefore be included as an element in the
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individual utility functions. Advocates of the rational choice approach in religion,
however, claim:
»(+-+) people approach all actions in the same way, evaluating costs and benefits
and acting so as to maximize their net benefits. Hence, people choose what reli-
gion, if any, they will accept and how extensively they will participate in it* (Ian-
naccone 1995: 77).

Iannaccone highlights the basic assumption underlying neoclassical economic theory:
people act as ‘homines oeconomict’, weighing pros and cons of each action and acting
so as to maximize their own utility. Assuming this behavior, religious beliefs and ac-
tions — as irrational as they may seem to be — have to be understood as an action taken
by individuals in order to maximize their utility. As a consequence, economists had to
find ways to justify religious beliefs as rational action. According to neoclassical
theory, religious faith increases personal utility through its function as an insurance
against the consequences of hell in afterlife. In contrast, a more recent movement,
known as psychological economics, is able to explain how individuals can derive utility
from holding religious beliefs (see also Iannaccone 1998).

3.1 The neoclassical insurance model

Pascal (1670) formulated the first model of belief in God. He put up a simple matrix
where the possibility of God’s existence (exist/not exist) is opposed to one’s faith (be-
lief/no belief). To maintain one’s level of religion, faith has to be practiced. This practice
is regarded as the costs of one’s faith. Each combination in the 2x2 matrix generates a
certain payoff and the worst possible outcome will occur if God exists and one does not
believe. In this case, hell is waiting with a highly negative payout. In comparison to that
outcome, costs arising from believing in God — even if he does not exist - are negligible.
Thus, weighing costs and benefits, Pascal concluded that faith in God is a rational ac-
tion. In this sense, faith may be interpreted as an insurance against the possible state that
God exists and that an individual will go to hell for not believing. In a modification of
Pascal’s model Durkin and Greely (1992) modeled faith as a continuous variable. An
individual chooses a level of faith that maximizes expected utility given his or her re-
spective costs. This model takes into account that faith not only generates a higher utility
in afterlife, but creates utility or meaning already during lifetime.

These insurance models have one major problem in common: In order for an individual
to weight the costs and benefits of the action “belief”, it is necessary to determine the
probability of God’s existence. However, examining the two things more closely, it turns
out that they are the same: If an individual chooses a positive probability (above 0) that
God exists, he believes that God exists, which means he is religious. It is very unlikely
for a person to assign a positive probability to God’s existence (to believe in the exis-
tence of heaven and hell) and to decide not to believe in God. Thus, the decision the
models try to explain is included in the set up of the models.2

The models presented include some sort of costs in order to be able to find an optimum
level of faith. However, as socio-economic studies have shown, praying and going to

2 For an extensive discussion of this issue see Montgomery 1992 and 1996.
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church are not regarded as costs for people who believe in God. Thus, it seems more
appropriate to explain religious beliefs as a question of preferences rather than as the
result of weighing costs and benefits. Models of this structure have been studied in psy-
chological economics.

3.2 Psychological Economics

Models explicitly taking into account psychological aspects? assume that individuals
derive utility from holding irrational beliefs, e.g. faith in God. Thus, faith can be
viewed as a subjective belief and does not have to be interpreted as an action or an
objective probability, as done in neoclassical models. Akerlof und Dickens (1982)
introduce the first respective model, carrying over the psychological theory of cogni-
tive dissonance into economics. Neoclassical theory is extended by assuming that
persons not only have preferences over states of the world but also over their beliefs
about the state of the world. Furthermore, persons are able to manipulate their own
beliefs by selecting sources of information likely to confirm “desired” beliefs.

Freese and Montgomery (2007) extended the neoclassical models by incorporating
cognitive dissonance. Their behavioral model of “self-serving bias in belief formation”
differs from the standard model in mainly one respect: An individual in fact knows the
“real” probability of the existence of heaven and hell but chooses probabilities that
better support his or her preferences. By deviating, the individual on the one hand
increase the expected payoff but encounters on the other hand a so-called loss func-
tion. This function takes into account how far the self-formed beliefs deviate from the
real probabilities, which reduce expected utility accordingly. The individual handles
this trade-off such that his or her expected utility from believing in God, given the
loss function, is maximized.

Caplan (2000) has established a model of “Rational Irrationality” that describes reli-
gious behavior profoundly. Here, an individual can choose to hold or buy an amount
of two types of goods given his or her individual budget constraint. The two goods
are ‘irrational beliefs’ and everything else, denoted as ‘wealth’. Applied to religion the
quantity of irrational beliefs consumed depicts the level of faith of an individual. The
choice of the amount of irrational beliefs depends on two factors: first and foremost,
on the individual shape of the preference curve. Only some individuals can derive
utility from holding irrational beliefs. Those with neoclassical preferences will not be
able to do so whereas, according to Caplan (2000), most people exhibit a mix of neo-
classical and irrational preferences, so that they demand a positive amount of irrational
beliefs. In contrast to the standard neoclassical models, where more of any good in-
creases utility, the mixed preferences indicate that only a certain amount of a belief is
optimal. Secondly, wealth as well as irrational beliefs have a price, introducing a trade-
off in individual choices: the demand of either good is restricted by an individual’s
budget line. Changes in policies, trends in society or recent scientific findings related
to the specific beliefs of an individual result in a change in the relative price, thus a
twist of the slope of the budget line and a different level of optimal faith. An example
of a price change is the discrimination of a certain religion. In this case the price of

3 Psychological Economics is a movement often, but misleadingly, called “Behavioral Economics”.
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holding irrational beliefs increases, which leads to a reduction in the amount of irra-
tional beliefs an individual holds. Thus, the model explains the variation of beliefs
over time. The explanatory power is significantly increased compared to standard neo-
classical models.

3.3 Models of religious activity

Many economic models seek to explain religious activity and individual choice of de-
nomination. Based on Becket’s (1962) household production approach Azzi and
Ehrenberg (1975) designed the first household production model of church atten-
dance and contributions. Individuals allocate time and goods between religious and
consumer goods in order to maximize the sum of utility from present life and afterlife.
Through regular religious activities, a “religious asset” is accumulated in the present
life. The religious asset will be consumed in the afterlife with utility resulting from it.
By calculating the opportunity cost of acquiring the religious asset (e. g. working), the
model can explain some of the existing empirical patterns. Since women and retired
persons receive on average a lower wage, they are more likely to spend time in church
since their opportunity cost of going to church is smaller than for men.

Later models broaden the assumptions of Azzi and Ehrenberg’s household produc-
tion model. In these models, the payoffs to religious activities individuals can earn in
this life become more important. The immediately gained utility from religion in-

cludes, among others, a sense of purpose or meaning, group identity and social sup-
port (Hull/Bold 1989; Schlicht 1995).

Tannacone (1998) advances these models by emphasizing the learning process that is
related to religion. According to his model of “religious human capital”, individuals
accumulate religious capital by regularly exercising religious rites. Acquired human
capital enables the individuals to execute religious activities more efficiently and at
decreasing costs. Higher human capital leads to higher utility from religious activity.
Religion can be seen as a learning-by-doing process. The more experience one has, the
less demanding is the maintenance of faith (decreasing marginal cost of faith). This
dynamism explains, amongst others, the greater religiosity of elderly people. Religious
human capital increases with age, leading to lower cost of faith and a higher optimal
level of faith. The human capital approach allows us to derive testable hypotheses
about denominational mobility, conversion age, religious intermarriage, intermarriage
and participation, and religious upbringing.

4. Religion and Happiness

4.1 Happiness Research

Modern happiness research seeks to measure the impact of religion on a person’s
utility empirically. The economic analyses of happiness started with Easterlin’s (1974)
paradox: Happiness does not increase over time although income, measured as the
real Gross Domestic Product, does. This contradicts the neoclassical economic as-
sumption that utility is increasing monotonously with income. His study was the first
to use happiness (or subjective well-being) as a proxy for utility.
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Due to extensive work by numerous psychologists (Diener et al. 1999; Kahneman et
al. 1999), the measurement of utility has made great progress. Using representative
surveys it is now possible to approximate individual utility in a satisfactory way. With
the help of a single question, or several questions on global self-reports, an individu-
al’s evaluation of his or her life satisfaction or happiness is measured. Since the main
use of happiness measures is to identify the determinants of happiness, it is neither
necessary to assume that reported subjective well-being is cardinally measurable, nor
interpersonally comparable (Frey/Stutzer 2002a, 2002b; Frey 2008).

The validity of subjective well-being as a proxy for individual utility was examined by
various scholars and was found to be a satisfactory empirical approximation. Happy
people are, for example, rated as happy by friends, family members and spouses.
People reporting high subjective well-being also smile more often and are less likely to
commit suicide. Reported subjective well-being is fairly stable but also sensitive to
changing life circumstances (Sandvik et al. 1993).

4.2  Types of Religiosity

Religion can be divided into internal and external religiosity. Internal religiosity or
faith is defined as belief in God and a trusting acceptance of God’s will. External reli-
glosity refers to all observable activities, which are undertaken in a religious context, in
particular going to church. It is useful to distinguish between these two dimensions
since subjective well-being can be affected by either of them and they might work in
different ways. It is not clear, for example, whether church attendance increases sub-
jective well-being due to the proximity to God and the lessons learnt during the ser-
vice, or due to the fact that one has social contacts with other churchgoers.

In contrast to the literature on the impact of religion on the economy, there is less
ambiguity in the role of religion for subjective well-being: Almost all studies find a
positive and significant relation between religion and happiness (Myers 2008). Differ-
ences between studies arise with respect to the role of internal and external religiosity
for subjective well-being.

4.2.1 Internal Religiosity

So far, researchers have predominantly established a positive relationship between
internal religiosity and subjective well-being. According to the results believing in God
has a positive impact on global happiness, life satisfaction, life excitement and marital
happiness (Pollner 1989). Religious people also suffer from fewer negative psycholog-
ical consequences of traumatic life events (also Myers 2008; Clark/Lelkes 2005). It is
even found that no other factor influences life satisfaction more than religious beliefs
(Ellison 1991). Among the religious, especially elderly and less educated people benefit
(Pollner 1989).

Several reasons have been proposed for the clear positive connection between faith
and subjective well-being. Individuals may derive happiness from a relationship with a
supernatural imaginary being with which one interacts (Pollner 1989). Additionally,
belief in God enables individuals to create a system of meaning and thus greater pur-
pose in life (Ardelt 2003; Silbermann 2005). Through religion, throwbacks can be
understood as part of a greater plan and as a challenge. This aspect is supported by
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findings within the psychological literature, where religious coping — the handling of
personal throwbacks with faith — has a significant impact on well-being (Lewis et al.
2005).4

Internal religiosity creates spillover effects to non-religious people: A higher average
religiosity in one region increases the life satisfaction of people in this region. People
are more satisfied with their lives in more religious regions. This holds both for those
who are religious and for those who are not (Clark/Lelkes 2009). Spillover effects also
avoid the causality problem that usually arises with life-satisfaction estimations, since
the happiness of an individual is not likely to affect the religious decisions of other
people in the region.

The overwhelming evidence of a positive impact of internal religiosity on happiness
has to be interpreted cautiously: Most of the studies concentrate on the US where
91% of the population is religious and where religiosity plays a pronounced role even
in modern life. Results in less religious countries, like Denmark or the Netherlands, do
not show such clear evidence (Snoep 2008).

4.3  External Religiosity

Going to church and building social networks within one’s religious community plays
an important role for any religious individual. Studies show that the frequency of
church attendance monotonously increases the probability of reporting greater happi-
ness (Greene/Yoon 2004; Soydemir et al., 2004; Hayo 2007) and has a significant
positive impact on happiness and marital happiness (Pollner 1989). The effect of
church-going on subjective well-being is stronger and more robust than the one of
internal religiosity. Clark and Lelkes (2009) include only one variable for religiosity:
church attendance or prayer. They find that church attendance has a comparatively
higher impact on happiness than prayer. Analogous to the spill-over effect of internal
religiosity church attendance has positive spillovers on the well-being of others at the
national level (Helliwell 2003).

The impact of church services on well-being seems to be related to the importance of
community life. While studies in Europe do not find a significant additional impact of
church attendance to internal religiosity, Ellison and Gay (1990) show that internal
religiosity of Afro-Americans has no effect on subjective well-being in contrast to
church attendance. Thus, church life is an important factor of religion and subjective
well-being. This impression is confirmed in a recent and more sophisticated study. It
is shown that not religious service attendance per se has an impact on well-being, but
the number of friends in ones congregation (Putnam 2009).

Happiness derived from religion seems only partly related to the belief itself. As re-
sults on external religiosity and subjective well-being suggest friends are responsible
for the increase in happiness rather than proximity to God. Individuals can thus gain
greater happiness without being necessarily religious. Rather, they need a close net-
work of friendships.

4 See also Niederhoffer and Pennebaker 2002 as well as Lyubomirsky et al. 2005.
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4.4 Denomination

The literature on religion and happiness also investigates whether there is a difference
in the reported well-being depending on one’s denomination. Such a hypothesis is
justified given the differing value system and institutional structures of churches. In
Ellison (1991), Protestants are found to be happier than Catholics, which is explained
by the organizational structure of those denominations. Protestants derive greater
utility due to a higher autonomy in their belief, due to the collective identity and due
to better social integration. Moreover, Christians in general seem to have an advantage
compared to other religions in terms of subjective well-being. The probability of being
happier is 28% higher for pious Christians than for Buddhists or members of Taiwa-
nese folk religion (Tao 2008). However, there are also studies that do not find any
impact of denomination on happiness or life satisfaction in Europe (Hayo 2007;
Greene/Yoon 2004).

As mentioned above, religiosity can also have an indirect effect on happiness. Most
religious rules promote a healthy lifestyle and communicate values and norms facilitat-
ing and strengthening social connections (Myers 2008). In Taiwan faith has a positive
impact on health and social networks; and both aspects have a direct impact on well-
being (Tao 2008). Religious people also serve more often as volunteers, which is asso-
ciated with somewhat higher subjective well-being (Hatlow/Cantor 1996;
Thoits/Hewitt 2001).

5. Religion and subjective well-being in Switzerland

5.1 The data

Following the theoretical models and the literature, we conduct an empirical analysis
to capture the impact of religion on happiness in Switzerland. To our knowledge, this
is the first such analysis for Switzerland. Studying this country is of particular interest
since it is one of the few countries without a predominant denomination.

We use the newest wave of the Swiss Household Panel 2007 and subjective well-being
serves as the dependent variable. The corresponding question asked in the survey is:
“In general, how satisfied are you with your lifer” where 0 means "not at all satisfied"
and 10 means "completely satisfied". The explanatory variables of interest are the
confession, and external and internal religiosity. For the analysis we select only indi-
viduals with a Christian confession (Catholics, Protestants) and those without deno-
mination to avoid possible biases, which might arise from cultural differences. For the
same reason only citizens whose first nationality is Swiss are included. Our measure of
external religiosity is religious service attendance (“How frequently do you take part in
religious services?”). Only adults are included who are above 18 years old to account
for the fact that religious service attendance of children may not be voluntarily. As a
proxy for internal religiosity we use the frequency of an individual prayer (“How fre-
quently do you pray apart from at church or within a religious community?”).>

5 Frequency of prayer seem to be a valid proxy for internal religiosity, since an analysis with data of
the European Social Survey has shown that it is highly correlated with one’s faith or piety.
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All regressions contain the controls normally used in economic happiness research:
age, gender, health status, status of partnership, number of friends, education, occupa-
tional status and income. As they all show the expected signs and have no impact on
the variables of interest, they are not presented.

5.2 Results

Since life satisfaction is a categorical dependent variable an ordered logit model would
be the correct model of choice. However, we show OLS results, which achieve quali-
tatively and quantitatively the same results, but allow for a more intuitive interpreta-
tion (Ferrer-i-Carbonell/Frijters (2004) have shown that OLS is a valid method in
happiness estimations in general). We are well aware of the difficulty in interpreting
the observed correlations as causal effects. The estimation results in table 1 are there-
fore interpreted as partial correlations. The relationship between religion and subjec-
tive well-being is analyzed by gradually adding variables in four steps.

Controlling for the socio-economic factors mentioned above, the estimated coefti-
cients for the Protestant and Catholic dummy variables show a positive and statistical-
ly significant correlation (Estimation 1). Individuals with Christian confessions report
a significantly higher subjective well-being, that those without a denomination (which
is the group of comparison). In line with the literature Protestants are also happier
than Catholics, which may be due to a higher autonomy in their belief.

(1) 2 3) 2
Subijective Subjective Subjective Subjective
VARIABLES Welll-being welll—being Well]—being Well]-being

Confession

0.181%** 0.104* 0.170#4¢ 0.114*

Protestant (0.0578) (0.0598) (0.0594) (0.0606)

Catholic 0135 ot P s

(0.0579) (0.0613) (0.0607) (0.0624)

Church

attendance

. , 0.218%%* 0.220%%*

Special occasion (0.0793) (0.0795)

. 0.33 74k 0.366%**

Few times year (0.0839) (0.0856)

0.285%x* 0.337#4¢

Monthly (0.100) (0.103)

.51 4%k 0.546%**

Every two weeks (0.124) (0.128)

0.593%%* 0.627#%*

Once a week (0.110) (0.115)

Several times a week O?&ig:; O?OZ;TZ)F
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Prayers apart
from church

Few times year 0.00949 20.0408
(0.0624) (0.0632)

20.000701 20.0570

Monthly (0.0750) (0.0760)

01125 0.196%

Once 2 week (0.0640) (0.0661)

. 0.101* 20.0355

Daily (0.0542) (0.0596)

Controls yes yes yes yes
3.821%%% 3.588%%% 3.810%%% 3,646+

Constant (0.519) (0.521) (0.521) (0.522)
Observations 5022 5011 4959 4952
R-squared 0.082 0.089 0.086 0.093

Standard errors in parentheses
Rk p<0.01, ** p<0.05, * p<0.1

Table 1: Effect of different religions dimensions on happiness in Switzerland
OLS regression results from a 2007 wave of Swiss Household Panel data’

In the second step dummy variables for the frequency of a person’s religious service
attendance are added (Estimation 2). Going to church is positively correlated with
subjective well-being in a statistically significant way. Subjective well-being increases
(almost) monotonically with a higher frequency of religious service attendance. This
finding is in line with the literature attributing the positive correlation to the effect of
social networks and the associated social contacts or group identity. Compared to
other factors influencing happiness this correlation is quite strong. Going to church at
least once a week increases happiness by 0.59 points. This is a stronger effect than
having a partner (and living together with him/her) which raises happiness by 0.52
points. It is also sizeable compared to the most important factor in happiness estima-
tions: having a job compared to being unemployed raise subjective well-being by 1.02
points.

Interestingly, the coefficients of the denominations decrease and being of Catholic
confession is no longer correlated with happiness in a statistically significant way. This
can be interpreted in the following way: for Catholics going to church is a crucial reli-
glous activity, while Protestants seem to profit from their religion also in other ways.

Prayer as proxy for internal religiosity is not jointly correlated with subjective well-
being in a statistically significant manner (Estimation 3). While praying daily is weakly
positively correlated with subjective well-being, praying weakly or less often is either
weakly negatively or is not statistically significant at all. These results can be inter-

6 Source: Swiss Household Panel (SHP). This study has been realized using the data collected in
the ,,Living in Switzerland“ project, conducted by the Swiss Household Panel (SHP), which is
based at the Swiss Foundation for Research in Social Sciences FORS, University of Lausanne.
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preted in two ways. Firstly, there seem to be no or only a weak correlation of praying
and happiness in Switzerland. This is also supported by the fact that the coefficients
of the denominations hardly change compared to Estimation 1. Secondly, there might
be an endogeneity problem. It seems plausible that people who are unhappy tend to
pray to relieve their problems, which may account for the negative sign of the lower
praying frequencies. When controlling for denomination, church attendance and pray-
ing, the results remain robust (Estimation 4). While the Protestant confession and
going to church is significantly correlated with higher happiness, praying shows no
jointly significant correlation.

6. Conclusion

This survey portrays the two main strands of economic research on religion. The first
investigates the economic consequences of religion. Religion and the internalized val-
ue system can influence economic attitudes and economic output. The literature pre-
dominantly finds a positive impact of religion on economic output.

In the second strand, religious behavior is explained by economic models. These theo-
retical models make it possible to explain how an individual derives utility from reli-
gion. Modern happiness research has shown that subjective well-being is a valid proxy
for utility. Therefore, the impact of the different religious dimensions on subjective
well-being can be studied empirically. The literature finds a positive correlation be-
tween religion and happiness, with a robust effect of churchgoing and Protestant con-
fession, while the results on internal religiosity are more ambiguous. In our analysis
for Switzerland we are able to confirm these results and show that the effect of church
going on happiness is quite sizeable.
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