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Research Questions

• Do	social	comparisons	influence	residential	satisfaction?
• Do	better-off	and	worse-off	households	respond	to	changes	in	their	
housing	consumption	differently?	

• Related questions:
• Why	is	it	important	to	study	housing	satisfaction?
• What	is	the	role	of	social	comparison	in	housing	decisions?
• How	to	measure	social	comparison?
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Housing	satisfaction

• Also	called	residential	satisfaction

• An	indicator	to	measure	the	quality	of	build	environment	and	residents’	
quality	of	life

• A	determinant	of	household	mobility:	people	vote	with	their	feet

• An	important	policy	tool	for	public	policy	evaluation	when	monetary	
assessment	of	effectiveness	is	inappropriate	or	impossible	(e.g.,	public	
housing)

• The	investigation	of	residential	satisfaction	is	multidisciplinary	in	nature:	
need	to	leverage	insights	from	many	different	disciplines	such	as	
psychology,	social	science	and	economics
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Housing	satisfaction
• Theoretical framework: Amerigo,	M.	and	J.	I.	Aragones	(1997).	"A	theoretical	and	
methodological	approach	to	the	study	of	residential	satisfaction."	Journal	of	Environmental	
Psychology	17(1):	47-57.
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Stronger predictors



Housing	satisfaction

• Amerigo,	M.	and	J.	I.	
Aragones	(1997).	"A	
theoretical	and	
methodological	approach	
to	the	study	of	residential	
satisfaction."	Journal	of	
Environmental	
Psychology	17(1):	47-57.
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Housing	satisfaction
• Applications	in	studies	of	housing	goods	and	services	for	vulnerable	or	
inexperienced	consumers
• Public	housing:	Amerigo,	M.	and	J.	I.	Aragones	(1990).	"Residential	satisfaction	in	
council	housing."	Journal	of	Environmental	Psychology	10(4):	313-325.

• Student	accommodations:	Amole,	D.	(2009).	"Residential	satisfaction	in	students'	
housing."	Journal	of	Environmental	Psychology	29(1):	76-85.

• Elderlies:	Liu,	Y.	F.,	et	al.	(2017).	"The	subjective	well-being	of	older	adults	in	Shanghai:	
The	role	of	residential	environment	and	individual	resources."	Urban	Studies	54(7):	
1692-1714.

• Migrants:	Chen,	Y.,	et	al.	(2020).	"An	investigation	of	migrants'	residential	satisfaction	in	
Beijing."	Urban	Studies	57(3):	563-582.

• Relocated	renters:	Liu,	Z.	L.	and	L.	Y.	Ma	(2021).	"Residential	experiences	and	
satisfaction	of	public	housing	renters	in	Beijing,	China:	A	before-after	relocation	
assessment."	Cities	113.
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Housing	satisfaction
• Amerigo,	M.	and	J.	I.	Aragones	(1990).	"Residential	satisfaction	in	council	
housing."	Journal	of	Environmental	Psychology	10(4):	313-325.
• Questionnaire survey of 447 Housewives living in council housing in Madrid,
Spain

• Direct and indirect, multi-item measurement of housing satisfaction
• Direct questions: how satisfied are you with your
neighbourhood/house/neighbours?

• Indirect questions: how would you define your neighbourhood as a place to live? If
you could make changes to your house, how many would you make? If you moved
neighbourhood, howmany neighbours would you like to meet in the new
neighbourhood?

• Place attachment questions: If the respondent will leave the neighbourhood, or only
when she were offered better housing, or won’t leave even better housing is offered 8



Housing	satisfaction
• Amerigo,	M.	and	J.	I.	Aragones	(1990).	"Residential	satisfaction	in	council	
housing."	Journal	of	Environmental	Psychology	10(4):	313-325.
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“In	this	type	of	sample	when	their	own	objective	situation	
demands	a	better	real	quality	of	life,	it	is	questions	of a	
psychosocial	type	such	as	the	level	of	attachment	to	the	
place	they	live	in	and	social	interactions	or	networks	which	
form	between	inhabitants”



Housing	satisfaction
• Liu,	Y.	F.,	et	al.	(2017).	"The	subjective	well-being	of	older	adults	in	Shanghai:	
The	role	of	residential	environment	and	individual	resources."	Urban	Studies	
54(7):	1692-1714.

• Survey data from Shanghai: The	China	Study	on	Global	Ageing	and	Adult	
Health (SAGE),	designed by the World	Health	Organization.
• 1035	adults	aged	above	60	years	were	surveyed	in	Shanghai	in	2010
• Based on a theoretical model developed by a group of Dutch researchers
• Linear regression analysis
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Housing	satisfaction
• Liu,	Y.	F.,	et	al.	(2017).	"The	subjective	well-being	of	older	adults	in	Shanghai:	The	role	of	
residential	environment	and	individual	resources."	Urban	Studies	54(7):	1692-1714.
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Housing	satisfaction
• Liu,	Y.	F.,	et	al.	(2017).	"The	subjective	well-being	of	older	adults	in	Shanghai:	The	role	of	
residential	environment	and	individual	resources."	Urban	Studies	54(7):	1692-1714.
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Housing	satisfaction
• Liu,	Y.	F.,	et	al.	(2017).	"The	subjective	well-being	of	older	adults	in	Shanghai:	The	role	of	
residential	environment	and	individual	resources."	Urban	Studies	54(7):	1692-1714.
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Housing	satisfaction
• Liu,	Y.	F.,	et	al.	(2017).	"The	subjective	well-being	of	older	adults	in	Shanghai:	The	role	of	
residential	environment	and	individual	resources."	Urban	Studies	54(7):	1692-1714.

14



Housing	satisfaction
• Chen,	Y.,	et	al.	(2020).	"An	investigation	of	migrants'	residential	satisfaction	in	
Beijing."	Urban	Studies	57(3):	563-582.
• Data	source:	a	questionnaire	survey	conducted	by	the	Chinese	Academy	of	Sciences	in	
Beijing	in	2013,	targeting	migrants	who	had	lived	in	Beijing	for	more	than	six	months.

• 5000	questionnaires	distributed,	1819	valid	sample	collected
• Residential	satisfaction	is	measured	by	the	question	‘All	things	considered,	how	
satisfied	are	you	with	your	residential	environment	as	a	whole?’	(0	to	100)

• Independent	variables:	personal	characteristics	(age,	education,	household	
composition,	income,	jobs,	length	of	residence	in	Beijing)	and	housing	attributes	
(commuting	time,	distance	to	park/museum/subway,	district,	type	of	housing)	only.	No	
social	or	psychological	factors.	
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Housing	satisfaction
• Chen,	Y.,	et	al.	(2020).	
"An	investigation	of	
migrants'	residential	
satisfaction	in	Beijing."	
Urban	Studies	57(3):	
563-582.
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Housing	satisfaction
• Liu,	Z.	L.	and	L.	Y.	Ma	(2021).	"Residential	experiences	and	satisfaction	of	public	
housing	renters	in	Beijing,	China:	A	before-after	relocation	assessment."	Cities	113.
• Data	source:	a	survey	of	recently	relocated	renters	in	new	public	rental	housing	(PRH)	
projects	in	Beijing	conducted	during	January–April	2019,	supplemented	with	on-site	
observations	and	qualitative	interviews

• Five	PRH	projects,	with	sample	size	between	76	and	150	in	each	project
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Housing	satisfaction
• Liu,	Z.	L.	and	L.	Y.	Ma	(2021).	"Residential	experiences	and	satisfaction	of	public	
housing	renters	in	Beijing,	China:	A	before-after	relocation	assessment."	Cities	113.
• Housing	satisfaction	measurement:	single	question	for	current	or	previous	
neighbourhood
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Housing	satisfaction
• Liu,	Z.	L.	and	L.	Y.	Ma	(2021).	"Residential	experiences	and	satisfaction	of	
public	housing	renters	in	Beijing,	China:	A	before-after	relocation	
assessment."	Cities	113.
• Housing	satisfaction	determinants:	

• Housing	characteristics	(space	and	housing	cost)
• Housing	history	(number	of	relocations,	and	the	type	of	previous	housing)
• Neighbourhood	environment	(satisfaction	with	project	management,	perceived	
neighbourhood	safety,	index	of	perceived	neighbourhood	social	support,	public	
transit	accessibility,	grocery	shopping	accessibility,	and	hospital	accessibility)

• Social-demographic	control	variables	(income,	age,	gender,	hukou,	employment,	
education)
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Housing	satisfaction

• Liu,	Z.	L.	and	L.	Y.	Ma	(2021).	
"Residential	experiences	and	
satisfaction	of	public	
housing	renters	in	Beijing,	
China:	A	before-after	
relocation	assessment."	
Cities	113.
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Social	comparison
• Theoretical	framework:	

• Festinger,	L.	(1954).	"A	Theory	of	Social	Comparison	Processes."	Human	
Relations	7(2):	117-140.

• People	compare	themselves	with	those	of	similar	abilities	and	views,	in	order	to	
have	an	accurate	self-evaluation

• We	are	self-motivated	to	obtain	an	accurate	self-evaluation	in	order	to	define	
ourselves	and	to	eliminate	uncertainty	in	self-knowledge.	

• We	prefer	objective	standards	in	evaluations.	
• When	objective	information	is	unavailable,	we	turn	to	social	comparison.	
• This	is	similar	to	the	way	that	herd	behaviours	work	–	when	our	own	
information	is	insufficient,	either	in	quality	of	quantity	or	both,	we	rely	on	other	
people’s	information	to	make	decisions.
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Social	comparison
• Upward	comparison	vs.	downward	comparison:	

• Wood,	J.	V.	(1989).	"Theory	and	Research	Concerning	Social	Comparisons	of	
Personal	Attributes."	Psychological	Bulletin	106(2):	231-248.

• Downward/upward	comparison:	enhances/reduces	self-esteem	by	comparing	
with	others	who	are	worse/better	off.	

• Both	processes	are	largely	subjective,	tinted	with	biased	self-perceptions.	
• When	social	comparison	is	conducted	via	social	media,	it	is	predominantly	
upwards	comparison.	
• Verduyn,	P.,	et	al.	(2017).	"Do	Social	Network	Sites	Enhance	or	Undermine	Subjective	
Well-Being?	A	Critical	Review."	Social	Issues	and	Policy	Review	11(1):	274-302.

• Clark,	J.	L.,	et	al.	(2018).	"Social	Network	Sites	and	Well-Being:	The	Role	of	Social	
Connection."	Current	Directions	in	Psychological	Science	27(1):	32-37.
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Social	comparison

• How	to	measure	social	comparison?

• Who	to	compare?	What	to	compare?
• Income	of	neighbours:	Wang,	D.	G.,	et	al.	(2019).	"Does	exposure	to	richer	
and	poorer	neighborhoods	influence	wellbeing?"	Cities	95.
• Happiness	of	friends:	Olivos,	F.,	et	al.	(2021).	"Asymmetric	Social	
Comparison	and	Life	Satisfaction	in	Social	Networks."	Journal	of	Happiness	
Studies	22(1):	363-384.
• Access	to	transport:	van	Wee,	B.	(2021).	"Accessibility	and	mobility:	
Positional	goods?	A	discussion	paper."	Journal	of	Transport	Geography 92.
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Social	comparison

• Wang,	D.	G.,	et	al.	(2019).	"Does	exposure	to	richer	and	poorer	neighborhoods	
influence	wellbeing?"	Cities	95.
• Used	activity-travel	survey	data	from	2010	in	Hong	Kong
• 1500	people	were	invited	to	fill	in	the	diary	and	provide	other	related	
information	online.	A	total	of	770	complete	observations.	

• Life	satisfaction	is	measured	by	a	single	question	“Taking	all	things	together,	how	
satisfied	are	you	with	your	life	as	a	whole?”

• Social	comparisons	with	regard	to income	matter	to	life	satisfaction	as	well	as	
emotional	wellbeing	(i.e.,	how	enjoyable	the	out-of-home	activities	are).	

• Downward	income	comparisons	tend	to	have	stronger	effects	on	wellbeing	than	
upward	comparison
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Social	comparison

• Wang,	D.	G.,	et	al.	(2019).	"Does	exposure	to	richer	and	poorer	neighborhoods	
influence	wellbeing?"	Cities	95.
• Reference	income	measurement:	the	median	income	for	the	neighborhood where	
respondents	live

• Relative	income	measurement	(social	comparison):	
• Better-off	group:	respondent's	monthly	household	income	is	over	HK$3000	more	
than	neighbourhood	median	(downward	comparison)

• Worse-off	group:	respondent's	monthly	household	income	is	over	HK$3000	less	than	
neighbourhood	median	(upward	comparison)
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Social	comparison

• Wang,	D.	G.,	et	al.	(2019).	"Does	exposure	to	richer	and	poorer	neighborhoods	
influence	wellbeing?"	Cities	95.
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Social	comparison
• Wang,	D.	G.,	et	al.	(2019).	"Does	exposure	to	richer	and	poorer	neighborhoods	influence	
wellbeing?"	Cities	95.
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Social	comparison

• Olivos,	F.,	et	al.	(2021).	"Asymmetric	Social	Comparison	and	Life	
Satisfaction	in	Social	Networks."	Journal	of	Happiness	Studies	22(1):	363-
384.
• 2267	Chileans	over	the	age	of	18	who	were	interviewed	face- to-face	between	
November	2014	and	January	2015.	The	final	sample	size	is	1596	

• Life	satisfaction	is	a	summation	of	scores	in	five	questions,	including	satisfaction	
with	health,	friendship,	family	and	work

• The	positive	effect	of	downward	comparison	and	the	negative	effect	of	upward	
comparison	are	confirmed.	

• Upward	comparison	seems	to	be	more	substantial	than	downward	comparison.	
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Social	comparison
• Olivos,	F.,	et	al.	(2021).	"Asymmetric	Social	Comparison	and	Life	Satisfaction	in	Social	
Networks."	Journal	of	Happiness	Studies	22(1):	363-384.

• Measurement	of	social	comparison
• List	up	to	five	persons	(comparison	targets)	you	had	spoken	to	most	during	the	
previous	6	months

• Nine	questions	about	the	comparison	targets,	including	age,	education,	and	gender
• One	question	about	comparison	target’s	life	satisfaction:	“Overall,	how	happy	do	you	
think	[name]	is?”.	Answers	range	from	1	(very	happy)	to	4	(nothing	happy)

• The	average	of	the	five	comparison	targets’	happiness	scores	is	calculated.	
• Define	downward/upward	comparison	as	follows.
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Social	comparison
• Olivos,	F.,	et	al.	(2021).	"Asymmetric	Social	Comparison	and	Life	Satisfaction	in	
Social	Networks."	Journal	of	Happiness	Studies	22(1):	363-384.
• Measurement	of	reciprocity

• List	up	to	five	persons	(comparison	targets)	they	had	spoken	to	most	during	the	
previous	6	months

• “If	[name]	would	have	a	problem,	how	much	would	you	be	willing	to	support	them?”.	
Answers	range	from	1	(very	willing)	to	4	(unwilling).	

• “If	you	have	a	problem,	could	you	count	on	[name]	to	solve	it?”.	Answers	range	from	1	
(Yes,	of	course)	to	3	(I	don’t	think	so).

• Reci =	1	if	answer	to	both	question	is	1	(i.e.,	complete	reciprocal	exchange)	for	all	five	
comparison	targets
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Social	comparison
• Olivos,	F.,	et	al.	(2021).	"Asymmetric	Social	Comparison	and	Life	Satisfaction	in	Social	
Networks."	Journal	of	Happiness	Studies	22(1):	363-384.
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Social	comparison
• van	Wee,	B.	(2021).	"Accessibility	and	mobility:	Positional	goods?	A	discussion	paper."	Journal	
of	Transport	Geography 92.
• The	appreciation	of	a	certain	level	of	accessibility	or	mobility	depends	on	the	level	of	accessibility	
or	mobility	of	others

• Accessibility	and	mobility	as	positional	goods	is	similar	to the	idea	that	houses	as	positional	goods

• How	are	residential	choice	and	housing	satisfaction	affected	by	accessibility	from	a	social	
comparison	perspective,	i.e.,	using	a	relative	measurement	of	accessibility?	

• Possible	variables	to	use	for	social	comparison:	travel	times	and	distances	to	destination	categories,	
or	the	number	of	destinations	within	one	category	(for	example:	restaurants)	accessible	within	a	
certain	travel	time	or	distance

• Pot,	F.	J.,	et	al.	(2021).	"Perceived	accessibility:	What	it	is	and	why	it	differs	from	calculated	
accessibility	measures	based	on	spatial	data."	Journal	of	Transport	Geography 94.
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The happiness literature
• Despite	significant	increases	in	real	income	in	western	countries	over	fifty	years,	
reported	happiness	levels	have	not	risen	correspondingly	–	the	Easterlin	Paradox.	

• Easterlin,	R.	A.	(1973).	"Does	Money	Buy	Happiness?"	Public	Interest	(30):	3-10.
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The happiness literature
• Clark,	A.	E.,	et	al.	(2008).	"Relative	income,	happiness,	and	utility:	An	explanation	
for	the	Easterlin	paradox	and	other	puzzles."	Journal	of	Economic	Literature	
46(1):	95-144.
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• Two	explanations	of	the	Easterlin’s	
Paradox

• Both	absolute	and	relative	income	affect	
happiness

• Adaptation	also	at	work	–	happiness	
treadmill	

• The	relative	income	explanation	has	been	
tested	and	confirmed	in	the	literature	
many	times

• The	adaptation	explanation	has	relatively	
weaker	empirical	support



Prospect theory
• According	to	prospect	theory,	people	derive	value	𝑉(𝐶i	)	from	the	consumption	of	
housing	good	𝐶i	as	described	by	the	following	function

• The	distinction	between	Clark	et	al	(2008)’s	model	and	the	PT	model	is	loss	
aversion.	

• Clark	et	al	(2008)	does	not	consider	asymmetric	social	comparison,	whilst	PT	
model	allows	social	comparison	effects	differ	between	the	worse-off	and	better-off	
groups.	

35



Prospect theory
• An	illustrative	example	to	demonstrate	how	PT	model	works

• Let	𝛼 = 𝛽 = 1,	and	𝜆 =2.5.	𝐶i	is	the	number	of	bedrooms	in	your	house.	The	value	
function	is	now

• Assume	that	you	are	living	in	a	two-bedroom	house	now.	The	reference	point	is	a	
two-bedroom	house	as	well	(which	means	you	are	right	on	target).	𝑉(𝐶i	)	=	0.	

• If	you	move	into	a	three-bedroom	house,	𝑉(𝐶i	)	=	1

• If	you	move	into	a	one-bedroom	house,	𝑉(𝐶i	)	=	-	2.5	

• Same	change	in	different	direction,	but	losses	loom	larger	than	gains!
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Prospect theory
• It	is	an	extension	of	the	relative	income	model	in	the	happiness	literature

• When	applied	to	residential	satisfaction,	there	are	significant	policy	
implications
• If	we	find	out	what	the	reference	groups	are,	it	is	possible	to	improve	
residential	satisfaction	by	altering	the	reference	groups	without	changing	the	
housing	condition	significantly	- should	we	mix	public	and	private	housing	
residents?

• The	housing	condition	of	individuals	in	their	loss	domain,	or	individuals	with	
housing	conditions	that	fall	short	of	their	expectation,	needs	more	attention

• Increasing	the	housing	conditions	of	the	poor	without	changing	the	housing	
conditions	of	the	wealthy	individuals	could	possibly	improve	the	overall	
satisfaction.	Thus,	reducing	inequality	can	be	the	key	to	solving	dissatisfaction	
which	increases	social	stability	and	overall	life	satisfaction.	
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Prospect theory	applications
• Yan,	J.	H.	and	H.	X.	H.	Bao	(2018).	"A	prospect	theory-based	analysis	of	housing	
satisfaction	with	relocations:	Field	evidence	from	China."	Cities	83:	193-202.

• Theoretical	framework:	prospect	theory
• Tested	the	effect	of	reference	dependence	and	loss	aversion
• Study area: Chenggong Avenue redevelopment project, Xiamen, China. A total of
1350 families are relocated among six resettlement communities.

• Data source: questionnaire survey (in-person) in June 2016
• Stratified sampling by using six settlement areas as the strata
• 253 valid sample collected, which is close to 20% of the relocated families

• Good sample representativeness
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Prospect theory	applications
• Yan,	J.	H.	and	H.	X.	H.	Bao	(2018).	"A	prospect	theory-based	analysis	of	housing	satisfaction	
with	relocations:	Field	evidence	from	China."	Cities	83:	193-202.
• Hypothesis	1	(internal	reference	point	hypothesis).	The	housing	satisfaction	of	
relocated	households	depends	on	the	discrepancy	between	their	relocation	outcome	
and	their	ex	ante	expectations.

• Hypothesis	2	(external	reference	point	hypothesis).	Comparisons	with	relevant	others	
or	peer	groups	indicate	the	worse-off	households	have	low	levels	of	housing	
satisfaction.

• Hypothesis	3	(direct	test	of	loss	aversion	effect).	For	the	same	amount	of	deviation	from	
the	reference	point,	relocated	households	in	the	loss	domain	experience	more	changes	
(i.e.,	decreases)	in	housing	satisfaction	level	than	do	households	in	the	gain	domain.

• Hypothesis	4	(indirect	test	of	loss	aversion	effect).	Endowment	effect	(in	the	form	of	
place	attachment)	is	a	significant	determinant	of	housing	satisfaction	toward	
relocations.
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Prospect theory	applications
• Yan,	J.	H.	and	H.	X.	H.	Bao	(2018).	"A	prospect	theory-based	analysis	of	housing	
satisfaction	with	relocations:	Field	evidence	from	China."	Cities	83:	193-202.
• Measurement	of	satisfaction:	“Overall,	how	satisfied	are	you	about	the	relocation?”
• Internal	reference	point:	“Compared	to	your	expectation	based	on	the	blueprint	of	
residential	resettlement	promised	by	the	government,	do	you	think	your	relocation	
outcome	is	worse	off,	about	the	same,	or	better	off?”

• External	reference	points:	“Compared	to	your	relatives/friends/others	(i.e.,	strangers)	
who	live	in	the	same	or	nearby	communities	and	also	have	been	relocated,	do	you	think	
your	residential	relocation	is	worse	off,	about	the	same,	or	better	off?”

• Place	attachment:	“What	type	of	relocation	are	you	classified	in:	(1)	return	resettlement	
(on-site	or	within	1	km	of	the	original	residence);	(2)	far	from	the	original	residence	
(more	than	1	km	away)”
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Prospect theory	applications
• Yan,	J.	H.	and	H.	X.	H.	Bao	(2018).	"A	prospect	theory-based	analysis	of	housing	
satisfaction	with	relocations:	Field	evidence	from	China."	Cities	83:	193-202.
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Prospect theory	applications
• Yan,	J.	H.	and	H.	X.	H.	Bao	(2018).	"A	prospect	theory-based	analysis	of	housing	
satisfaction	with	relocations:	Field	evidence	from	China."	Cities	83:	193-202.
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Hypothesis Variables Test

1. Internal reference point 𝐸𝐶!"#$ and 𝐸𝐶%&'' 𝛽(( > 0 and 𝛽)( < 0

2. External reference point 𝑆𝐶!"#$ and 𝑆𝐶%&'' 𝛽() > 0 and 𝛽)) < 0

3. Loss aversion (direct test) 𝐸𝐶!"#$ and 𝐸𝐶%&''
𝑆𝐶!"#$ and 𝑆𝐶%&''

𝛽(( < 𝛽)(
𝛽() < 𝛽))

4. Loss aversion (indirect test) P 𝜃 > 0

𝑆 = 𝛼 + 𝛽))𝐸𝐶*+,- + 𝛽.)𝐸𝐶/011 + 𝛽).𝑆𝐶*+,-+𝛽..𝑆𝐶/011 + 𝜃𝑃 + 𝛾𝑍 + 𝜀
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Prospect theory	applications
• Yan,	J.	H.	and	H.	X.	H.	Bao	(2018).	"A	prospect	theory-based	analysis	of	housing	satisfaction	
with	relocations:	Field	evidence	from	China."	Cities	83:	193-202.
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Prospect theory	applications
• Yan,	J.	H.	and	H.	X.	H.	Bao	(2018).	"A	prospect	theory-based	analysis	of	housing	
satisfaction	with	relocations:	Field	evidence	from	China."	Cities	83:	193-202.
• Field study based on a prospect-theory framework
• Empirical evidence for the presence of psychological and social reference
points

• Social comparison matters
• Place attachment affect relocation satisfaction
• Significant policy implication:

• Consistency	in	relocation	policies	must	be	maintained	across	different	municipal	
jurisdictions	and	over	time

• The	emotional	tie	of	relocated	households	to	their	old	residence	should	be	
sufficiently	recognised	in	policy	designs	and	implementations
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Data	and	methods
• Data	source:	British	Household	Panel	Survey	(BHPS),	2005	-	2008
• The	BHPS	started	with	about	5,500	households	and	approximately	10,300	
individuals	from	Great	Britain	in	1991.

• The	project	was	funded	by	the	Economic	and	Social	Research	Council	for	18	
years,	making	it	one	of	the	longest	longitudinal	surveys	in	the	world.	

• In	2009,	BHPS	merged	into	a	larger	longitudinal	survey	project,	Understanding	
Society	(US).	About	6,700	BHPS	panelists	agreed	to	continue	their	work	with	
Understanding	Society

• We	use	data	before	the	merge,	because	housing	satisfactions	are	not	included	in	
the	US	questionnaire	anymore.	

• The	data	set	contains	13,710	observation	of	2,742	individuals	over	the	five-year	
period.
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Measurement	of	social	comparison
• What	to	compare?

• Social	comparison	is	made	based	on	house	value,	instead	of	income
• House	value	is	estimated,	not	observed	or	revealed:	“About	how	much	would	you	
expect	to	get	for	your	home	if	you	sold	it	today?”

• Professional	house	valuation	is	not	included	in	the	BHPS	dataset,	and	is	challenging	
to	derive	from	other	data	source.	Using	perceived	house	values	from	the	same	
dataset	ensure	the	consistency	and	reliability.	

• Most	homeowners	won’t	sell	their	houses;	they	are	not	experienced	enough	to	have	
a	fair	valuation	of	their	home	either.	Their	perceived	value	and	the	market	value	of	
their	home	do	not	necessarily	agree.	Residential	satisfaction	is	more	responsive	to	
perceived	home	value	than	market	valuation,	because	the	former	is	more	salient	
and	available	for	homeowners.	
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Measurement	of	social	comparison

• Who	to	compare?	the	choice	of	reference	group
• We	assume	that	people	make	reference	to	other	individuals	within	their	
same	age	group	(5	groups),	with	similar	educational	background	(3	
groups),	living	in	the	same	region(19	groups)	or	working	in	the	same	type	
of	jobs	(20	groups).

• The	multi-dimensional	approach	helps	us	to	identify	where	and	how	social	
comparisons	are	made.	The	determination	of	social	comparison	is	not	a	
black	box.	

• This	approach	also	helps	to	establish	the	robustness	of	the	relative	
residential	satisfaction	theory,	if	we	can	find	that	the	effect	is	present	in	
most	or	even	all	of the	social	comparison	groups	considered	
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Measurement	of	social	comparison

• Use	AGE	as	an	example.

• Individuals	are	firstly	allocated	in	the	six	age	groups.	

• Within	each	group,	if	an	individual’s	house	value	is	below	the	first	quartile	of	the	
house	value	in	her	age	group	(i.e.,	her	house	value	is	lower	than	75%	of	the	
people	in	her	age	group),	she	will	be	identified	as	‘worse-off’,	and	𝐴𝐺𝐸/02=	1.	

• If	on	the	other	hand,	an	individual’s	house	value	is	above	the	third	quartile	of	the	
house	value	in	her	age	group	(i.e.,	her	house	value	is	greater	than	75%	of	the	
people	in	her	age	group),	she	will	be	identified	as	‘better-off’,	and	𝐴𝐺𝐸3,*3 =	1.	
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Measurement	of	social	comparison

• Use	AGE	as	an	example.
• Lisa	and	Holly	are	homeowners.	Both	of	their	houses	are	valued	at	£150,000.	

• Lisa	is	20-years	old and	Holly	is	40.	

• Standard	economic	theory	predicts	that	Lisa	and	Holly	derive	the	same	amount	of	pleasure	from	
their	housing	consumption,	because	the	value	of	their	houses	is	the	same.

• However,	if	the	third	quartile	of	house	price	for	all	20-years	old	individuals	in	the	UK	is	£100,000	
and	the	first	quartile	of	house	price	for	all	40-years	old	people	is	£200,000,	Lisa	will	be	in	the	
‘better-off’	category	and	Holly	will	be in the ‘worse-off’ category.	

• Consequently,	even	if	Lisa	and	Holly	have	the	same	level	of	housing	consumption,	Lisa	will	be	
happier	than	Holly,	because	she	is	doing	relatively	better	in	her	own	year	group.	

• The	same	logic	applies	to	other	social	comparison	groups	too.
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Other	variables

50



Other	variables
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Findings and conclusions
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• Are	social	comparisons	a	matter	for	residential	satisfaction?

• Yes.	All	social	comparison	variables	are	significant	at	the	1%	level.

• The	results	are	robust	to	alternative	social	comparison	measurements.	



Findings and conclusions
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• Do	better-off	and	worse-off	households	respond	to	changes	in	their	housing	
consumption	differently?	
• Yes.	The	absolute	value	of	coefficient	for	the	worse-off	group	is	much	larger	
than	that	for	the	better-off	group	in	three	of	the	four	models.	In	model	(5),	the	
estimated	loss	aversion	parameter	is	0.2237	/	0.1195	=	1.87.



Conclusions	
• Prospect-theory	based	theoretical	framework
• Multi-dimensional	social	comparison	measurement,	based	on	
house	value	instead	of	income
• Social	comparison	matters
• How	about	adaptation?	
• Why	not	to	develop	a	social	comparison	index,	instead	of	using	
four	separate	measurements?
• These analyses have been included in	Helen	X.	H.	Bao	and	
Charlotte	C.	Meng.	(2023).	Housing	Wealth	Distribution,	Inequality,	
and	Residential	Satisfaction, Regional Studies.	
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Final	examination	
• Choose	one,	and	only	one,	of	the	six	case	studies	in	this	course.
• Discuss how to replicate the study in Beijing. Describe the ways to
collect and analyze data, and possible ways of improving the research
design in the case study.
• You	are	encouraged	to	cite	the	papers	discussed	in	the	lectures	to	
support	your	arguments
• You	are	NOT	required	to	collect	new	data	or	perform	statistical	analysis	
using	the	case	data
• The	word	limit	is	1,000	words,	including	everything	(e.g.,	references)
• Submission	deadline:	5pm,	28 July 2023 (Beijing	time)
• Please	send	your	essay	in	Word	format	to	the	teaching	assistant	of	this	
course,	Xiao Yan



Summary

• Research questions
• Housing satisfaction
• Social	comparison
• Data and methods
• Findings and discussions
• Future research directions




