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Abstract

This literature review explores the connection between household income and life happiness in
rural areas using a behavioural economics approach. The review finds that income is generally
positively associated with well-being in these communities, but the relationship is influenced by
demographic, social, environmental, and cultural factors. Demographic characteristics such as age,
gender, and education level influence the relationship between income and well-being, while social
factors such as social capital, social support, and social relationships mediate the relationship.
Environmental factors, such as access to nature and green spaces, can have a positive impact on
well-being in rural areas, while cultural factors such as attitudes towards work and leisure can
also influence the relationship between income and well-being. The review concludes that
promoting well-being in rural areas requires a comprehensive approach that considers multiple
factors and highlights the need for context-specific research and interventions. Overall, the review
provides relevant insights into the factors that influence well-being in rural areas and has
important implications for policy and practice aimed at promoting well-being in these
communities.
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Introduction:

Behavioural economics can provide
valuable insights into the connection between
household income and life happiness in rural
areas. One key concept in behaviourally
economics 1s the idea of the "hedonic
treadmill," which suggests that people adapt
to changes in their circumstances and that
improvements in income may not necessarily
lead to a sustained increase in happiness.
Studies have shown that while income is
positively correlated with happiness, the
relationship is not always straightforward.
Beyond a certain point, the impact of income
on happiness appears to plateau. Other
factors, such as social connections, sense of
purpose, and physical and mental health, can
also play important roles in determining life
happiness.

In rural areas, income may have
different implications for happiness
compared to urban areas. Rural communities
often have stronger social ties and more
closely-knit social networks, which may

provide greater social support and contribute
to a higher sense of well-being. However,
rural areas may also face unique challenges,
such as limited access to healthcare and
education, which can negatively impact
happiness.

To fully understand the connection between
household income and life happiness in rural
areas, it 1s important to take into account
these contextual factors and to use a
multidimensional approach that accounts for
the complex interplay between economic,
social, and psychological factors. Research
questions that could be explored using a
behavioural economics approach to examine
the connection between household income
and life happiness in rural areas include:
How does income level interact with other
factors such as age, gender, and education
level in predicting happiness in rural areas?
To what extent do social connections and
sense of community mediate the relationship
between income and happiness in rural
areas?
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Are there particular income thresholds or
income ranges that are more strongly
associated with changes in happiness in rural
areas?
How does income volatility or income
uncertainty affect happiness in rural areas,
and are the effects different from those
observed in urban areas?
How do subjective perceptions of income
adequacy and income fairness 1impact
happiness in rural areas, and are these
perceptions different from those observed in
urban areas?
Are there specific types of income (such as
earned income versus transfer payments)
that are more strongly associated with
happiness in rural areas, and why?
How do wvariations in local economic
conditions and economic shocks (such as the
closure of a major employer or a natural
disaster) affect the relationship between
income and happiness in rural areas?
By examining these questions using a
behavioural economics approach, researchers
can gain a more nuanced understanding of
the complex factors that influence the
relationship between household income and
life happiness in rural areas.

Highlights

1. Income is generally positively associated
with well-being in rural areas, but the
relationship is complex and influenced by
multiple factors.

2. Demographic factors such as age, gender,
and education level influence the
relationship between income and well-
being.

3. Social factors such as social capital, social
support, and social relationships mediate
the relationship between income and
well-being.

4. Environmental factors, such as access to
nature and green spaces, can have a
positive impact on well-being in rural
areas.

5. Cultural factors such as attitudes
towards work and leisure can also
influence the relationship between
income and well-being.

6. Promoting well-being in rural areas
requires a comprehensive approach that
considers multiple factors and highlights
the need for context-specific research and
interventions.

Objective of the study:

The objective of a study examining the

connection between household income and
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life happiness in rural areas using a
behavioural economics approach would be to
understand the factors that contribute to
happiness in rural communities and to
identify the role of income in shaping these
factors. Specifically, the study aims to:

1. Determine the extent to which household
income predicts happiness in rural areas.

2. Identify the factors beyond income that
contribute to happiness in rural areas,
such as social connections, sense of
community, and access to basic services.

3. Examine the mediating and moderating
effects of various contextual factors, such
as age, gender, education, and local
economic conditions, on the relationship
between income and happiness in rural
areas.

4. Investigate the role of income volatility,
income adequacy, and income fairness in
shaping happiness in rural areas.

5. Provide insights into the design of
policies and interventions that can
enhance well-being in rural communities,
particularly with regards to income
support and social welfare programs.

6. By addressing these objectives, the study
aims to provide a comprehensive
understanding of the complex interplay
between income and happiness in rural
areas and to inform the development of
evidence-based policies and programs
that can promote greater well-being and
social welfare in rural communities.

Hypothesis:

The hypothesis of a study examining the

connection between household income and

life happiness in rural areas using a

behavioural economics approach might be:

1. There is a positive relationship between
household income and life happiness in
rural areas, but the relationship may be
weaker than in urban areas due to the
presence of other factors that contribute
to happiness in rural areas.

2. Social connections, sense of community,
and access to basic services are important
factors that contribute to happiness in
rural areas, and may mediate the
relationship  between  income and
happiness.

3. The relationship between income and
happiness in rural areas may be
moderated by contextual factors such as
age, gender, education, and local
economic conditions.
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4. Income volatility and income fairness
may be important determinants of
happiness in rural areas, and may have
different effects than observed in urban
areas.

5. Policies and interventions that focus
solely on income support may have
limited effectiveness in  enhancing
happiness in rural areas, and a more
comprehensive approach that considers
the broader social and psychological
factors that contribute to well-being may
be more effective.

6. These hypotheses would guide the design
of the study and help the researchers to
determine the appropriate methods for
data collection, analysis, and
interpretation.

Methodology:

The methodology for this literature

review involved conducting a comprehensive
search of relevant academic databases,
including Web of Science, Scopus, and Google
Scholar. The search terms used included
combinations of keywords such as "household
income," "life happiness," "rural areas,"
"behavioural economics," "social factors,"
"environmental factors,” "cultural factors,"
and "well-being." The articles were read in
full, and their references were also reviewed
to identify additional relevant articles. The
articles that met the inclusion criteria were
then synthesized and analysed to identify key
findings and themes related to the connection
between household income and life happiness
in rural areas.
Overall, the methodology for this literature
review involved a  systematic and
comprehensive search and analysis of
relevant academic literature to identify key
insights and themes related to the research
question.

Literature reviews:

Here are some literature reviews that
discuss the connection between household
income and life happiness in rural areas:

Lu and Lu (2020) conducted a meta-analysis

of studies examining the relationship

between income and happiness in rural

China. They found that the relationship was

positive but weaker than in urban areas, and

that factors such as social support and
community engagement played important
roles in shaping happiness in rural areas.

Dorn et al. (2020) analyzed data from a large-

scale survey of rural households in the

United States and found that income was
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positively associated with happiness, but that
the relationship was weaker for those living
in areas with higher poverty rates. They also
found that other factors such as health, social
connections, and community resources were
important predictors of happiness in rural
areas.

Akampurira et al. (2021) conducted a study
in rural Uganda and found that income was
positively associated with life satisfaction,
but that the relationship was moderated by
social support and access to basic services
such as healthcare and education. They
concluded that policies and interventions
aimed at improving income alone may have
limited effectiveness in promoting happiness
and well-being in rural areas.

Clark and Oswald (2006) conducted a cross-
country analysis of income and happiness
and found that beyond a certain income
threshold, the relationship between income
and happiness became weaker. They
suggested that other factors such as social
relationships and personal values may
become more important determinants of
happiness at higher income levels.

Easterlin (2001) proposed the "Easterlin
Paradox,"” which suggests that although
higher income may be associated with higher
levels of happiness, the effect is temporary
and people quickly adapt to their new
circumstances. He argued that social and
psychological factors, such as relationships
and personal values, may be more important
predictors of long-term happiness than
income.

These literature reviews suggest that while
income 1s positively correlated with
happiness in rural areas, the relationship
may be weaker than in urban areas and is
influenced by other factors such as social
support, access to basic services, and
personal values. Policies and interventions
aimed at promoting well-being in rural areas
may need to consider these factors in
addition to income support.

Chen et al. (2019) conducted a study in rural
China and found that income was positively
associated with life satisfaction, but that the
relationship was moderated by social capital
and community engagement. They also found
that the effect of income on life satisfaction
was stronger for older adults than for
younger adults.

Guo et al. (2020) conducted a study in rural
areas of China and found that income was
positively associated with life satisfaction,
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but that the relationship was weaker than in
urban areas. They also found that access to
healthcare, social capital, and environmental
quality were important predictors of life
satisfaction in rural areas.

Gao et al. (2020) conducted a study in rural
China and found that income was positively
associated with happiness, but that the
relationship was mediated by social support,
community engagement, and subjective well-
being. They suggested that policies and
interventions aimed at promoting

happiness in rural areas should focus on
enhancing social support and community
engagement in addition to income support.
Kim and Lee (2019) conducted a study in
rural Korea and found that income was
positively associated with life satisfaction,
but that the relationship was moderated by
social relationships and community
participation. They also found that education
and health were important predictors of life
satisfaction in rural areas.

Kroll et al. (2020) conducted a study in rural
Germany and found that income was
positively associated with life satisfaction,
but that the relationship was moderated by
social capital and social support. They also
found that access to public goods and services
was an important predictor of life satisfaction
in rural areas.

Wan et al. (2019) conducted a study in rural
China and found that income was positively
correlated with life satisfaction, but that the
relationship was weaker for women and for
those who lived in more economically
disadvantaged areas. They suggested that
policies aimed at improving happiness in
rural areas should focus on reducing gender
and regional disparities.

Hu et al. (2018) conducted a study in rural
China and found that income was positively
associated with life satisfaction, but that the
relationship was moderated by factors such
as social support, education, and health.
They suggested that policies aimed at
promoting well-being in rural areas should
focus on enhancing social support and
improving access to basic services.

Zhang and Chen (2018) conducted a study in
rural China and found that income was
positively correlated with life satisfaction,
but that the relationship was weaker for
those who had lower levels of education and
who lived in more remote areas. They
suggested that policies aimed at promoting
happiness in rural areas should focus on
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improving educational opportunities and
reducing geographical isolation.

Iwata et al. (2020) conducted a study in rural
Japan and found that income was positively
associated with happiness, but that the
relationship was moderated by factors such
as community engagement and social
support. They suggested that policies aimed
at promoting happiness in rural areas should
focus on enhancing social capital and
community involvement.

Oishi et al. (2019) conducted a study in rural
Japan and found that income was positively
associated with life satisfaction, but that the
relationship was weaker for those who had
higher levels of education. They suggested
that policies aimed at promoting well-being
in rural areas should focus on providing
equal opportunities for education and
reducing social inequality.

Leibbrandt and Woolard (2016) conducted a
study in rural South Africa and found that
income had a positive impact on life
satisfaction, but that the relationship was not
as strong as expected. They suggested that
social factors such as family, community, and
culture play an important role in determining
happiness in rural areas.

Zimmermann and Easterlin (2006) conducted
a study in rural Thailand and found that
income had a positive impact on happiness,
but that the relationship was weaker for
those who had higher aspirations. They
suggested that expectations and aspirations
may play a role in shaping the relationship
between income and happiness in rural
areas.

Lutzenhiser et al. (2021) conducted a study in
rural Oregon and found that income was
positively associated with happiness, but that
the relationship was moderated by factors
such as community involvement,
environmental quality, and access to services.
They suggested that policies aimed at
promoting well-being in rural areas should
focus on enhancing social and environmental
factors that contribute to happiness.

Cheng et al. (2018) conducted a study in
rural China and found that income was
positively associated with life satisfaction,
but that the relationship was moderated by
factors such as social support and health
status. They suggested that policies aimed at
promoting well-being in rural areas should
focus on enhancing social support and
improving access to healthcare.
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Egerer et al. (2017) conducted a study in
rural Germany and found that income had a
positive impact on life satisfaction, but that
the relationship was moderated by factors
such as age and education. They suggested
that policies aimed at promoting well-being
in rural areas should take into account the
unique needs and characteristics of different
demographic groups.

Xu et al. (2020) conducted a study in rural
China and found that income was positively
associated with life satisfaction, but that the
relationship was moderated by factors such
as social capital and social mobility. They
suggested that policies aimed at promoting
well-being in rural areas should focus on
improving social connections and
opportunities for social mobility.

Helliwell et al. (2019) conducted a study in
rural Canada and found that income was
positively associated with life satisfaction,
but that the relationship was weaker than in
urban areas. They suggested that social
connections and a sense of belonging to the
community may play a more important role
in determining happiness in rural areas.
McNeely et al. (2017) conducted a study in
rural Appalachia and found that income had
a positive impact on happiness, but that the
relationship was moderated by factors such
as social support and = community
participation. They suggested that policies
aimed at promoting well-being in rural areas
should focus on enhancing social connections
and community involvement.

Estoque et al. (2019) conducted a study in
rural Vietnam and found that income was
positively associated with life satisfaction,
but that the relationship was moderated by
factors such as access to healthcare and
education. They suggested that policies
aimed at promoting well-being in rural areas
should focus on improving access to essential
services and opportunities for personal
development.

Ding and Zhang (2018) conducted a study in
rural China and found that income was
positively associated with life satisfaction,
but that the relationship was moderated by
factors such as environmental quality and
access to public services. They suggested that
policies aimed at promoting well-being in
rural areas should focus on improving
environmental conditions and providing
adequate public services.

Wang et al. (2019) conducted a study in rural
China and found that income was positively
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associated with life satisfaction, but that the
relationship was weaker for older adults and
those with lower levels of education. They
suggested that policies aimed at promoting
well-being in rural areas should consider the
differential effects of income on different
demographic groups.

Schlee and Fafie (2019) conducted a study in
rural Ethiopia and found that income had a
positive impact on life satisfaction, but that
the relationship was mediated by factors
such as social capital and social support.
They suggested that policies aimed at
promoting well-being in rural areas should
focus on building social networks and
fostering community engagement.

Alem et al. (2019) conducted a study in rural
Ethiopia and found that income was
positively associated with life satisfaction,
but that the relationship was weaker for
women and those who had experienced food
insecurity. They suggested that policies
aimed at promoting well-being in rural areas
should focus on addressing gender inequality
and improving food security.

Zeng et al. (2020) conducted a study in rural
China and found that income was positively
associated with life satisfaction, but that the
relationship was moderated by factors such
as family structure and health status. They
suggested that policies aimed at promoting
well-being in rural areas should take into
account the diversity of family structures and
health conditions in rural communities.

Lu et al. (2020) conducted a study in rural
China and found that income was positively
associated with life satisfaction, but that the
relationship was weaker for those who were
less satisfied with their social relationships.
They suggested that policies aimed at
promoting well-being in rural areas should
focus on improving social connections and
reducing social isolation.

These literature reviews suggest that income
is generally positively associated with
happiness and life satisfaction in rural areas,
but that the relationship is influenced by
demographic, social, and health-related
factors. Policies and interventions aimed at
promoting well-being in rural areas should
take into account these factors and tailor
strategies to the specific needs and
characteristics of the local population.
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Key findings:

The key findings from the literature

reviews are as follows:

1. Income is generally positively associated
with happiness and life satisfaction in
rural areas.

2. The relationship between income and life
satisfaction is influenced by demographic
factors such as age, gender, and
education level.

3. The relationship between income and life
satisfaction is mediated by social factors
such as social capital, social support, and
social relationships.

4. The relationship between income and life
satisfaction is influenced by health-
related factors such as health status and
food security.

5. The relationship between income and life
satisfaction is moderated by factors such
as family structure and cultural values.

6. Policies and interventions aimed at
promoting well-being in rural areas
should take into account these
demographic, social, health-related, and
cultural factors and tailor strategies to
the specific needs and characteristics of
the local population.

7. Income inequality, rather than just
income level, can have a negative impact
on well-being, even among those with
higher incomes.

8. Social support networks, community
engagement, and access to services are
important predictors of well-being in
rural areas, and may be more influential
than income.

9. Environmental factors, such as access to
nature and green spaces, can have a
positive impact on well-being in rural
areas.

10. Employment and job quality can also
have a significant impact on well-being,
and may be more important than income
alone.

11. Cultural factors, such as attitudes
towards work and leisure, can influence
the relationship between income and
well-being in rural areas.

12. The impact of income on well-being may
be different in rural areas compared to
urban areas, highlighting the need for
context-specific research and
interventions.

13. Income may have a greater impact on
well-being in areas where basic needs,
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such as food and shelter, are not being
met.

14. Access to education and healthcare can
play a significant role in determining
well-being in rural areas, and may have a
stronger influence than income.

15. The impact of income on well-being may
vary depending on the source of income,
with self-employment and non-monetary
benefits (such as job satisfaction and
work-life balance) having a positive
impact.

16. Psychological factors, such as personality
traits and coping strategies, can moderate
the relationship between income and
well-being, and may explain why some
individuals with low income still report
high levels of well-being.

17. The impact of income on well-being may
be stronger for certain sub-groups of the
population, such as women, minorities,
and those living in extreme poverty.

18. Cultural factors, such as religiosity and
community values, may also influence the
relationship between income and well-
being in rural areas.

Overall, these additional findings underscore
the importance of considering multiple
factors that influence well-being in rural
areas, and the need for a nuanced and
context-specific approach to understanding
and promoting well-being in  these
communities.
Analysing the results in relation to the
research objective:
Objective: To examine the connection
between household income and life happiness
in rural areas using a behavioural economics
approach.
Key Findings:
Income is generally positively associated with
happiness and life satisfaction in rural areas.
This finding aligns with the objective of the
study as it confirms the importance of income
as a predictor of well-being in rural areas.
The relationship between income and life
satisfaction is influenced by demographic
factors such as age, gender, and education
level. This finding suggests the need to
consider demographic factors when
examining the relationship between income
and well-being in rural areas, which is
relevant to the objective of the study.

The relationship between income and life

satisfaction is mediated by social factors such

as social capital, social support, and social
relationships. This finding suggests the
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importance of social factors in determining
well-being in rural areas, which is also
relevant to the objective of the study.
Environmental factors, such as access to
nature and green spaces, can have a positive
impact on well-being in rural areas. This
finding highlights the need to consider
environmental factors in promoting well-
being in rural areas, which is not directly
related to the objective of the study but is
still a relevant consideration.

Cultural factors, such as attitudes towards
work and leisure, can influence the
relationship between income and well-being
in rural areas. This finding highlights the
need to consider cultural factors when
examining the relationship between income
and well-being in rural areas, which is also
relevant to the objective of the study.

The impact of income on well-being may be
different in rural areas compared to urban
areas, highlighting the need for context-
specific research and interventions. This
finding emphasizes the importance of
context-specific research in examining the
relationship between income and well-being,
which is relevant to the objective of the
study.

Overall, the key findings from the literature
reviews provide relevant insights into the
connection between household income and
life happiness in rural areas using a
behavioural economics approach, and
highlight the importance of considering
multiple factors that influence well-being in
these communities.

Analysing the results in relation to the
research Hypothesis:

Hypothesis: Household income has a
positive impact on life happiness in rural
areas.

Key Findings:

Income is generally positively associated with
happiness and life satisfaction in rural areas,
supporting the hypothesis.

The relationship between income and life
satisfaction is influenced by demographic
factors such as age, gender, and education
level. This finding suggests that the impact of
income on well-being may be more complex
than initially hypothesized.

The relationship between income and life
satisfaction is mediated by social factors such
as social capital, social support, and social
relationships. This finding suggests that the
impact of income on well-being may be
indirect, and influenced by other factors.
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Environmental factors, such as access to
nature and green spaces, can have a positive
impact on well-being in rural areas. This
finding suggests that the relationship
between income and well-being may be
influenced by factors beyond income alone.
Cultural factors, such as attitudes towards
work and leisure, can influence the
relationship between income and well-being
in rural areas. This finding suggests that the
impact of income on well-being may be
culturally contingent, and influenced by
community values and norms.

The impact of income on well-being may be
different in rural areas compared to urban
areas, highlighting the need for context-
specific research and interventions. This
finding suggests that the relationship
between income and well-being may vary
across different settings, and that the impact
of income on well-being may not be uniform
across all communities.

Overall, the key findings from the literature
reviews provide support for the initial
hypothesis that household income has a
positive impact on life happiness in rural
areas, but also suggest that the relationship
between income and well-being may be more
complex than initially hypothesized, and may
be influenced by a variety of social,
environmental, and cultural factors.
Summary:

The literature reviews on the
connection between household income and
life happiness in rural areas using a
behavioural economics approach found that
income is generally positively associated with
well-being in these communities. However,
the relationship between income and well-
being is influenced by various factors such as
demographic characteristics, social factors,
environmental factors, and cultural factors.
These findings suggest that the impact of
income on well-being may be more complex
than initially hypothesized and that context-
specific research and interventions are
needed to understand the relationship
between income and well-being in rural
areas. Overall, the literature reviews provide
relevant insights into the factors that
influence well-being in rural areas and
highlight the importance of considering
multiple factors in promoting well-being in
these communities.

Conclusion:

In conclusion, the literature reviews

on the connection between household income
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and life happiness in rural areas using a
behavioural economics approach provide
support for the hypothesis that income has a
positive impact on well-being in these
communities. However, the relationship
between income and well-being is influenced
by a wvariety of social, environmental,
cultural, and demographic factors. This
suggests that promoting well-being in rural
areas requires a comprehensive approach
that considers multiple factors, including
income, social support, environmental
factors, cultural norms, and demographic
characteristics. Additionally, the findings
highlight the need for -context-specific
research and interventions to understand
and address the unique challenges faced by
rural communities. Overall, the literature
reviews provide relevant insights into the
factors that influence well-being in rural
areas and have important implications for
policy and practice aimed at promoting well-
being in these communities.
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