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Abstract 

This research aims to analyze income inequality and subjective welfare in a region. This study uses microdata from 

household surveys to calculate income inequality. We conducted this survey using an identical questionnaire with a sample of 

adults. The sample size is around 100. One of the main findings of this study is that regions that were traditionally considered 

to have greater inequality no longer have this attribute when compared to regional and global levels. This reflects a shift in 

the pattern of inequality in the region. A positive correlation was also found between income inequality and subjective well-

being, as well as a curve when comparing subjective well-being inequality with products. These results suggest that there is a 

complex relationship between these factors in the context of inequality. However, when compared with the level of 

subjective well-being, there is a very negative relationship, which may indicate an individual's preference to live in areas that 

are more egalitarian in terms of well-being. This indicates that subjective well-being perceptions are also influenced by 

factors other than income, such as access to facilities and services. Although these results are interesting, it is important to 

remember that this study has problems and limitations in terms of the survey and methods used. Therefore, these results 

should be interpreted with caution and can serve as a basis for further research to understand more deeply the relationship 

between income inequality, subjective well-being, and other factors that influence perceived well-being.  
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1. Introduction  

International comparison of income distribution has always been an important topic in economics. This is 

because an unequal distribution of income can have a significant impact on economic growth, social stability, 

and justice. He was one of the first figures to significantly contribute to the comparison of income distribution 

between European states and cities [1]. He then developed Pareto's ideas by writing a foundational article that 

compared inequality between countries with different levels of development. He also identified a pattern that 

describes the relationship between the level of economic development and the level of income inequality. He 

made an important contribution by developing an international database of the Gini coefficient, which is one way 

to measure income inequality. Additionally, they introduced the World Development Indicators, which 

incorporate inequality variables into the analysis of economic growth. All these contributions have helped to 

enrich the literature on economic growth and international income distribution. Researchers can better 

understand the relationship between income distribution and economic growth and identify policies that can 

promote a more equal distribution of income by paying attention to the developed framework [2]. 

This research introduces new concepts for understanding international and global disparities that are different 

from those studied. Unweighted international inequality is one of the concepts discussed. This concept accounts 

for unweighted inequality in the gross domestic product per capita of all countries in the world. The 

convergence/divergence literature closely relates to this concept as it assesses the convergence of average 

incomes across countries [3]. Apart from that, it also discusses the concept of weighted international inequality. 

This concept also uses national gross domestic product per capita but weights countries based on population size, 

making it closer to the concept of global inequality by taking into account the number of people living in 

different countries. Introducing these new concepts helps expand our understanding of the complexities of 

international and global income inequality [4]. The concepts of unweighted and weighted international inequality 
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help us understand not only the income gap between countries but also the distribution of income around the 

world by taking into account population differences in each country. This is important when designing policies 

that can reduce global income disparities and improve overall global economic prosperity [5]. 

The concept of global inequality is an attempt to integrate the concept of inequality in each country with the 

concept of weighted international inequality. We achieve this by considering various indicators of individual 

income inequality across the globe among world citizens [6]. By combining these concepts, we can create a more 

holistic framework for understanding global income inequality. With this approach, we can see not only 

disparities between countries but also disparities among individuals around the world. The concept of global 

inequality provides a more comprehensive understanding of the distribution of income at the global level, which 

is important for analyzing issues such as global poverty, the distribution of global wealth, and efforts to improve 

overall global economic well-being [7]. By using this approach, researchers and policymakers can have a better 

understanding of global economic issues and formulate more effective strategies to address inequality and 

improve global economic prosperity fairly and sustainably. Studying global inequality is important because 

income inequality can be an indicator of inequality in outcomes, which is considered evil for society. If we view 

inequality in outcomes as undesirable, then global inequality should also be considered an evil worthy of study 

[8]. Conversely, if we do not view inequality of outcomes as evil, as long as it does not stem from inequality of 

opportunity, we can infer that inequality of income stems from inequality of opportunities, including place of 

birth, training, and early education, which individuals cannot control. According to these principles, global 

inequality becomes relevant because the gap in opportunities between individuals around the world is considered 

a crime against humanity [9]. Citizenship is often considered the most defining factor that individuals cannot 

choose at birth and is difficult to change throughout their lives. Therefore, understanding and addressing global 

inequality is an important step in efforts to achieve social and economic justice around the world [10]. 

When considering a more individualistic position on global inequality, we can identify two possible positions. 

First, some people only care about the welfare of the people in their own country and do not care about global 

inequality [10]. They may think that governments' main task is to improve the welfare of their citizens and 

therefore are only interested in reducing inequality within their own country. Second, some people are not at all 

interested in reducing inequality, be it gaps in opportunities or outcomes. They may have strong individualist 

views and believe that each person is responsible for his or her destiny. In both cases, there are different 

externalities associated with indifference to global inequality [11]. For example, indifference to global inequality 

can lead to phenomena such as illegal immigration, where receiving countries must allocate resources to limit 

and control the influx of illegal immigrants without much success. This can cause social conflict within the 

country and worsen relations with other countries. Thus, it is important to consider the external implications of 

individualist attitudes towards global inequality, as the actions of individuals or countries in addressing or 

ignoring global inequality can have wider impacts than they might suspect [12]. 

The study of international and global inequality has become an increasingly important subject in recent literature. 

This can be due to several historical, theoretical, and empirical reasons. One of the main reasons is increasing 

inequality, as well as in many other countries around the world [11]. These developments drive the need to 

understand and address inequality in a global context. In addition, the development of theoretical models that 

introduce inequality in growth analysis has also greatly contributed to the increased interest in the study of 

inequality [12]. These models help us understand the relationship between income inequality and economic 

growth, as well as what factors can influence this inequality. In addition, the greater availability and processing 

capacity of data has also contributed to an increase in the study of inequality. Advances in information and 

communications technology have enabled researchers to access and analyze larger and more complex data more 

easily [13]. Generally, we can divide the current literature on international and global inequality into two major 

parts. The first uses aggregate distribution data and national accounts to analyze inequality, while the second 

uses national household surveys. Both approaches have their uses and advantages, and both are important for a 

thorough understanding of global inequality. 

2. Research Methods 

This study uses microdata from household surveys to calculate income inequality. We conducted this survey 

using an identical questionnaire with a sample of adults. The sample size was approximately 100 to ensure 

national representativeness. The survey includes basic questions about demographics, education, employment, 

household income, and various other subjective questions. Only randomly selected adults responded to this 

survey. Data from these surveys provide an opportunity to study a wide range of issues, as the samples are 

nationally representative and the questionnaires are similar. The average age of respondents in this survey is 

higher than other data sources. This survey provides a good picture of household income characteristics at the 

national level, although the sample size is limited. Thus, the results of this survey can provide valuable insight 

into income inequality at the national level. 
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3. Results and Discussion 

Subjective well-being analysis is still a relatively new field in economics, but the amount of research studying 

this area has increased exponentially. Increasing everyone's income does not increase everyone's happiness. The 

main idea is that individuals tend to compare their level of well-being with that of other individuals, which has 

been a motivation for studies of the relationship between income and well-being. Previous research has found 

evidence of a negative relationship between individual well-being and the income of other groups considered as 

references. Conversely, other studies explore the potential for other people's income to positively impact an 

individual's well-being, particularly if their earnings serve as a beacon of hope. The main idea is that if another 

individual's income increases, this provides hope of being in a better situation in the future. Evidence suggests 

that countries with greater mobility and uncertainty are more likely to experience the latter impact, compared to 

developed countries. More recently, finding a clear positive relationship between the level of subjective well-

being and a country's gross domestic product or income based on data from the survey has yielded support for 

the dominance of absolute income in determining happiness. 

Empirical analysis of subjective well-being has become very productive in recent years, but analysis of 

inequality in this regard is still minimal. Previous research has made important contributions to this field by 

analyzing happiness inequality. In their analysis, they used subjective well-being data that measured levels of 

happiness in three categories: very unhappy, somewhat happy, and very happy. However, because these 

categories are ordinal data, they use a latent variable estimation strategy to analyze them. The results of the 

analysis show that although there has been no increase in average subjective well-being, inequality in subjective 

well-being has increased significantly. They also found major changes in the level of inequality between groups, 

such as a reduction in the gap between whites and blacks and between men and women, but an increase in the 

gap between levels of education. These findings demonstrate the importance of non-financial factors in the 

configuration of welfare distribution. We can conduct further analysis to gain a deeper understanding of the 

dynamics of subjective well-being inequality and its driving factors. In this context, equality of opportunity can 

be defined as a condition where there is no envy between individuals regarding their life and work choices. For 

example, consider two individuals who have different preferences one would prefer to have more free time rather 

than spend time working, while the other would prefer to work more to earn a higher income. In a situation 

where society values leisure overconsumption of goods, the first individual will probably choose to work less, 

resulting in a lower income than the second individual, who works more. However, since the first individual does 

not feel jealous of the second individual's higher income, this suggests that there is equality of opportunity in this 

context. Economic models that take into account individual preferences for leisure and income provide examples 

like this. In this analysis, income differences are not considered detrimental inequalities because they occur due 

to individuals' free choice. Thus, equality of opportunity is defined as the absence of envy or dissatisfaction with 

another individual's life or work choices that might result in a higher income. 

The most important disadvantage associated with the difficulty of measuring subjective well-being is that 

available surveys often rely only on general or subjective questions. This approach has major limitations in terms 

of comparisons between individuals or between countries due to possible differences in the interpretation of the 

questions. Instead, experts have developed various questions to accurately measure income. This motivates the 

use of income as an objective approach to measuring well-being. However, it's crucial to keep in mind that 

income may not always accurately represent overall well-being, as subjective well-being factors like happiness 

and life satisfaction may not always have a direct correlation with income. Before analyzing subjective well-

being, it is important to consider that comparisons between individual responses are limited. The primary issue is 

the inability to directly compare minimum and maximum values among individuals. Individuals' conceptions of 

the best and worst possible lives can differ significantly, making it impossible to directly compare any response 

between them. For instance, the perception of the worst and best life for a poor individual is likely to differ from 

that of a rich individual. However, in the literature, comparison and calculation of aggregate indicators of these 

types of indicators are often carried out. 

However, there is a certain asymmetry in the interpretation of subjective well-being results. For instance, finding 

the subjective well-being reports of rich and poor individuals at the same level does not necessarily indicate that 

their levels of subjective well-being are similar. However, if research reveals that rich individuals, on average, 

report higher levels of subjective well-being than poor individuals, the findings become more intriguing. This is 

because it is challenging to imagine that the worst and best lives of poor individuals surpass those of the rich. In 

general, research results often point in the latter direction, namely that poor people tend to be less happy than 

rich people. For international comparisons, this discrepancy can be more complex: if individuals consider the 

well-being of their environment when determining minimums and maximums, the gap can become larger, 

especially when we compare people from different countries. For example, if residents of a rich country assume 

the worst possible life, the life of an individual who is considered the worst in one country may be the same or 

even better than the life of a very poor individual in another country. Therefore, we must be very careful in 

interpreting these results. In summary, differences in individual responses could stem from varying 
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interpretations of the question or varying levels of well-being among the groups, both of which are unfortunately 

difficult to distinguish. However, to ensure response compatibility, we should consider administering the same 

questionnaire to individuals in all countries and minimizing possible sources of discrepancies between answers. 

Finally, it is important to note that the observations made are relevant both for calculating level indicators and 

dispersion indicators.  

As mentioned, previous research finds an inverted U relationship between inequality and development in terms 

of income. These important empirical results have motivated follow-up studies with a large number of works. 

Compare the Gini index of subjective well-being to the logarithm of average income and gross domestic product 

per capita, respectively. For the same reason, it does not cover a large number of low-income countries while it 

does. A quick look at these numbers makes us notice that there is an inverted U relationship in this case as well, 

and the relationship is more obvious. The analysis results show regression coefficients between these variables, 

and in all cases, the income or product coefficient is positive and the squared term is negative. Previous studies 

have sparked extensive and ongoing discussions about the causality between development and inequality, as well 

as whether the curve applies dynamically to a country. Although the causes of this relationship are not always 

clear, it is interesting to note that we can also find an important and similar relationship between inequality in 

terms of subjective well-being and the level of development in terms of the economies of these countries. In 

addition, we can note that in this case, it does not seem to have an advantage in subjective well-being inequality, 

which is a different result from the analysis of income inequality. 

An inequality aversion effect could be one possible explanation for the strongly negative relationship between 

inequality and subjective well-being. Individuals who perceive welfare inequality negatively, whether for selfish 

or altruistic reasons, may experience lower levels of satisfaction, regardless of their income levels. This effect, 

also known as the inequality aversion effect, could potentially elucidate the disparities between the ranking of 

countries based on income and their ranking based on subjective satisfaction levels. The inequality aversion 

effect influences the average welfare of a country, leading to an increase in the average level of satisfaction in 

countries with low income and low inequality. Conversely, countries with middle income and high inequality 

will have lower levels of satisfaction, and ultimately, countries with high income and low inequality will 

experience higher levels of satisfaction. This effect can explain the transition from an inverted U curve to a curve 

with a strongly negative slope when we move from measuring income per capita to measuring average levels of 

satisfaction. In other words, when we view subjective well-being as a more important measure, the inequality 

aversion effect can produce a strong negative relationship between inequality and subjective well-being. 

To further investigate how large this effect might be, we can create several variables that allow us to estimate the 

relationship between income level and subjective well-being. For example, we can calculate the ratio between 

subjective well-being and the logarithm of income, then subtract from each observation the average value among 

all countries. In this way, regions with a positive value for this variable will have a higher level of relative 

subjective well-being compared to the average income of countries in the world, while countries with a negative 

value will have a relatively lower level of subjective well-being compared to the average income of countries in 

the world. The results of the analysis show a relationship between the Gini coefficient on subjective well-being 

and this variable. Upon first glance, it is evident that regions experiencing greater inequality tend to have lower 

levels of subjective well-being relative to their income, whereas countries experiencing low levels of inequality 

tend to experience higher levels of subjective well-being relative to their income. The correlation also confirms 

this finding, with the negative result (-0.8) being significant at the 1% level. 

Another alternative is to investigate whether there are identifiable patterns in the likelihood of changes in 

countries' rankings in terms of income and subjective well-being. The research findings show a relationship 

between the Gini coefficient and subjective well-being, as well as differences between each country in terms of 

subjective well-being ranking and income ranking. Regions with greater inequality tend to fare worse in 

subjective well-being rankings compared to their income rankings. In contrast, regions with low levels of welfare 

inequality tend to rank better in subjective well-being compared to their income. This again provides evidence in 

favor of the inequality avoidance effect. The correlation coefficient between these variables is again negative (-

0.5). We can also replicate this analysis for the relationship between income inequality and the average level of 

subjective well-being. The relationship reveals a less convincing correlation (-0.2) for the first constructed 

variable, but a positive (0.3) and significant (5%) correlation for the ranking-based variable. These variations in 

results may be due to differences among the regions involved. Because this analysis does not include many low-

income regions that are in the left-wing group of the curve's inverted U curve, their absence could be a problem 

of non-random observational omissions and could affect country rankings. We conducted the same analysis to 

shed light on this question. The findings are surprising, with the correlations for the first and second variables 

being equal at -0.8 and -0.5, respectively, and both significant at the 1% level. 

Given the problems found in income measurement, we can use inequality data from sequential bases to ensure 

that income measurement problems do not explain the patterns found. The previous results remain valid. 

According to these data, the correlation between income inequality and the recalculated ratio and rank variables 
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for this subsample is -0.1 and 0.6, respectively. When analyzing subjective welfare inequality, there is a 

correlation of -0.8 and -0.3. The final analysis, which examined potential issues in the measurement of subjective 

well-being, yielded intriguing findings. Aversion significantly influences the inequality of subjective well-being, 

but it does not have a similar effect on income inequality. This indicates that populations with high levels of 

subjective welfare inequality tend to have lower levels of average welfare. However, analyzing this relationship 

in the context of income obscures or even reverses this trend. To determine whether individuals view inequality 

as evil and whether it affects subjective well-being more than income inequality, we need to conduct a more in-

depth analysis to test this hypothesis. The results obtained from this study indicate the possibility that the 

subjective well-being variable is better at capturing this dimension than income. However, more in-depth 

analysis and further research are required to confirm this hypothesis. 

The index's decomposition analysis at the regional level has provided interesting insights into regional 

inequality. Although the inequality component between regions is lower than that based on income, the 

differences between these variables are greater. This is because it is difficult to identify scale impacts between 

regions, and subjective variables have a limited nature. The analysis results reveal that the highest proportion of 

inequality exists between regions. This shows that subjective inequality has different patterns throughout the 

world. The analysis results show that the index decomposition of subjective inequality around the world, despite 

having limited interpretation, may be useful in the future as a newly conducted version of the survey. This can 

aid in assessing the evolution of these indicators over time, providing a better understanding of changes in 

subjective inequality across regions. 

4. Conclusion 

One of the main findings of this study is that regions that were traditionally considered to have greater inequality 

no longer have this attribute when compared to regional and global levels. This reflects a shift in the pattern of 

inequality in the region. A positive correlation was also found between income inequality and subjective well-

being, as well as a curve when comparing subjective well-being inequality with products. These results suggest 

that there is a complex relationship between these factors in the context of inequality. However, when compared 

with the level of subjective well-being, there is a very negative relationship, which may indicate an individual's 

preference to live in areas that are more egalitarian in terms of well-being. This indicates that subjective well-

being perceptions are also influenced by factors other than income, such as access to facilities and services. 

Although these results are interesting, it is important to remember that this study has problems and limitations in 

terms of the survey and methods used. Therefore, these results should be interpreted with caution and can serve 

as a basis for further research to understand more deeply the relationship between income inequality, subjective 

well-being, and other factors that influence perceived well-being. 
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