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Gross National Happiness  
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GNH vs HDI 

• They are on real per capita income 

 

• HDI is silent on governance 

 

• Bhutan has gained a lot of development keeping these ideals as 

benchmark 

 

• But Still GNH is far from reality to be accepted as world 

benchmark 
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GNI vs HDI 



• The World Happiness Report 2020 has been released by the Sustainable 
Development Solutions (UN) 

 

• The World Happiness Report is a landmark survey of the state of global 
happiness that ranks 156 countries by how happy their citizens perceive 
themselves to be.  

 

• The World Happiness Report 2020 for the first time ranks cities around 
the world by their subjective well-being and digs more deeply into how 
the social, urban and natural environments combine to affect our 
happiness. 
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World Happiness Report 2020 (8th Report) 



• Most important source has always been the Gallup World Poll, 

 

• This year the World Happiness Report focuses especially on the 

environment social, urban, and natural. 

 

• India 144 rank, Finland 1 (India is ranked in the bottom-fifteen 

group of the report) 

 

• Six variables: GDP per capita, social support, healthy life 

expectancy, freedom, generosity, and absence of corruption. 
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• India is ranked 144th (4 ranks lower than the report of 2019).  

 

• India has lost ranks almost every year since the report is 
published—from 111th in 2013 to 117th in 2015, 118th in 2016, 
122nd in 2017, 133rd in 2018, 140 in 2019.  

 

• India ranks lower than all of its neighbours—Pakistan (66), Nepal 
(92), Bangladesh (107) and Sri Lanka (130). All nations in BRICS are 
better ranked than India—Brazil (32), Russia (73), China (94), S. 
Africa (109). 
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India-specific Highlights 



• India is ranked with the least happy nations in the world 
with—Afghanistan, South Sudan, Zimbabwe, Rwanda, 
Central African Republic, Tanzania, Botswana, Yemen and 
Malawi 

 

• India is among world’s 5 nations where the largest drops 
in ranks have been seen since 2008–2012 (other 4 
nations are Venezuela, Afghanistan, Lesotho and 
Zambia).  

 

• Life evaluations have been sharply declining in case of 
India. 
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• The special focus for this year’s report is environments—as how the 
social, urban and natural environments combine to affect our 
happiness.  

 

• Walking in greenspaces makes people happy but especially so if they 
are with a friend.  

 

• Cities clearly play an important role in economic growth but as 
populations keep migrating from rural to urban areas, the strain on 
resources need to be understood. 

 

• John Helliwell: The happiest countries are those ‘where people feel a 
sense of belonging’, where they trust and enjoy each other and their 
shared institutions. 
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• In China GDP per person has doubled and 
happiness  

 

• Germany has higher income and happiness 

 

• Venezuela  
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Growth-Happiness Correlation 2019 Report 



• US high growth yet Low quality human life, 

high inequalities 

 

• Hence Higher GNP does not necessarily create 

higher well being 
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WHR (Since Inception) 



• Despite of High Growth  

 

– People have relative deprivation 

– Uneven distribution 

– Insecurity  
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Richard Easterlin Says 



•  The economist Alfred Marshall popularized the concept of marginal 

utility in the 19th century, although the term is originally credited to an 

Austrian economist named Friedrich von Wieser 

 

• The marginal utility of income is the change in utility, or satisfaction, 

resulting from a change in an individual's income. 

 

• Diminishing marginal utility of income and wealth suggests that as income 

increases, individuals gain a correspondingly smaller increase in 

satisfaction and happiness. 
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Law of Diminishing Marginal Utility of Income 



• In layman’s terms – “more money may not make you happy” 

 

• If you have zero income and then gain Rs 1000 a week. This 1000 will improve 

your living standards significantly.  

 

• With this 1000 you will be able to pay for the basic necessity of life – food, drink, 

shelter and heating. Without this basic 1000 a week, life would be tough. 

 

• However, if you already gain 1000 a week, an extra 100 has a proportionately 

smaller increase in utility.  

 

• You may be able to eat out at restaurants more often, but it doesn’t significantly 

affect your standard of living and happiness.  
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• This branch deals with Psychology and Economics 

 

• Used in delivery of goods 

 

• In India branch is helpful to deliver public goods 

(sanitation, Education etc) 
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Behavioral Economics 



• World Development Report 2015: Mind, Society, and 

Behaviour stated:  

 

• Development policies are effective when combined with 

insights into human behaviour 

Insights Into Human Behaviour 



• It has been been witnessed aesthetics of Office 
building has great impact on individuals 
psychology 

 

• Cities across the world have lowered their 
crime rate by beautifying them and adding 
social infrastructure. Eg New York 

 

•  Metro and Airports are good example of 
behavioral approach 
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• from BBBP to BADLAV (Beti Aapki Dhan Lakshmi Aur Vijay 
Lakshmi); 

 

• from Swachh Bharat to Sundar Bharat; 

 

• from ‘Give it up’(for the LPG subsidy) to ‘Think about the 
Subsidy’; and 

 

• from tax evasion to tax compliance. 
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India & Behavioral Economics 



 

 

• Economics foundations rest upon value 

system: Adam Smith 
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Value and Economics 



Q1. Which of the following is not the indicator of Human Development 

Report? 

a) Health 

b) Education 

c) Standard of Living 

d) Hunger  
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D 

 

Explanation:  

•United Nations Development Programme (UNDP) published its first Human 

Development Report (HDR) in 1990. 

•The first HDR was launched in 1990 by the Pakistani economist Mahbub ul Haq and 

Indian Nobel laureate Amartya Sen. 

•The HDR measures development by combining three indicators—Health, Education and 

Standard of Living—converted into a composite human development index, the HDI. 

•The Education component of the HDI is now (since HDR-2010) measured by two other 

indicators:  

I. Mean of years of schooling (for adults aged 25 years) 

II. Expected years of schooling (for children of school entering age) 
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Q2. With regard to the Gross National Happiness, consider the 

following statements 

 

1. It is a term coined by His Majesty the Fourth King of Bhutan 

2. The Index is constructed based upon a robust multidimensional 

methodology known as the Alkire-Foster method 

3. ‘Good governance’ is one of the four parameters of GNH Index 

Select the CORRECT statements using the codes given below 

a) 1 and 2 

b) 2 and 3 

c) 1 and 3 

d) 1, 2 and 3 
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Ans: d 

 

Explanation: 

• All statements are correct.  

•Bhutan, a small Himalayan kingdom and an economic nonentity, developed a new 

concept of assessing development in 1972—the Gross National Happiness (GNH).  

•It is coined by His Majesty the Fourth King of Bhutan, Jigme Singye Wangchuck. 

•Its four pillars: good governance, sustainable socio-economic development, cultural 

preservation, and environmental conservation. 

•The nine domains are: psychological wellbeing, health, education, time use, cultural 

diversity and resilience, good governance, community vitality, ecological diversity and 

resilience, and living standards.  

•The Gross National Happiness Index is a single number index developed from 33 

indicators categorized under nine domains. 
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Q3. Consider the following statements regarding the World Happiness 

Report- 2020 

1. It is released by Sustainable Development Solutions Network  

2. India is ranked in the bottom-fifteen group of the report 

Select the CORRECT statement(s) using the codes given below 

a) 1 Only 

b) 2 Only 

c) Both 1 and 2 

d) None of the above 
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Ans: c 

 

Both the statements are correct. 

•The Sustainable Development Solutions Network for the United 

Nations released the World Happiness Report on 20th March, 2020 

which is designated as the World Happiness Day. 

•Finland is ranked as the world’s happiest nation for the third 
consecutive year. 

•India, previously ranked at 140 dropped to 144. 

•India is a new entrant to the bottom-fifteen group.  
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Q4. With regard to the term ‘growth’ in economics, consider the 
following statements  

 

1. An increase in economic variables over a period of time is economic 

growth 

2. One can not measure growth in absolute terms  

3. Unlike the term ‘progress’, ‘growth’ is allotted with clear-cut meaning 

in economics 

Select the CORRECT statement(s) using the codes given below 

a) 1 Only 

b) 1 and 3 

c) 2 and 3 

d) 1, 2 and 3 
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Ans: b 

 

Explanation: 

•Statement 1 and 3 are correct.  

•Statement 2: The most important aspect of growth is its quantifiability, i.e., one can 

measure it in absolute terms.  

•Progress is a general term frequently used by experts to denote betterment or 

improvement in anything.  

•The term ‘progress’ became a general term with no specific meaning in economics or 
denoting both growth and development. But growth and development were allotted their 

clear-cut meanings. 
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Q5. With regard to the ‘happiness trap’, consider the following statements  

 

1. It is the situation when GNP may rise relentlessly while life satisfaction stagnates or 

even declines  

2. In recent decades, the economy of USA is an example of happiness trap  

 

Select the INCORRECT statement(s) using the codes given below 

a) 1 Only 

b) 2 Only 

c) Both 1 and 2 

d) None of the above 
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Ans: d 

 

Explanation: 

•Both the Statements are correct.  

•US has not experienced rise of life satisfaction for half a century, a period in which 

inequality has soared, social trust has declined, and the citizens have lost faith in its 

government. 

•The most basic goal of Gross National Happiness index of Bhutan is that by measuring 

happiness across a society over time, countries can avoid ‘happiness traps’ such as in the 

USA in recent decades.  
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