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From Nationally Bounded to 
Pan-European Inequalities? 
On the Importance of Foreign 
Countries as Reference Groups
Jan Delhey and Ulrich Kohler

In sociology, the appropriateness of national approaches for understanding social 
inequality in today’s societies is being increasingly questioned, and EU-wide approaches 
are advocated instead. In this paper, we link the growing debate about national or EU-
wide approaches to reference group theory, investigating whether comparisons with for-
eign countries influence levels of individual life satisfaction. Our results indicate that, on 
the one hand, more people can be assumed to have a national frame of reference than a 
broader international one; on the other hand, among those who do have an idea of how 
average people in other countries live, cross-border comparisons certainly influence 
people’s satisfaction with life. Upward comparisons in particular are important: the more 
people feel personally deprived, relative to other countries, the less satisfied they are with 
their lives. In contrast, the feeling of relative gratification has a much smaller impact on life 
satisfaction, and often no impact at all. This leads us to conclude that EU-wide approaches 
to inequality do make sense, but that there is also no need to jettison national approaches 
completely.

Introduction
In their recent book, Beck and Grande (2001) heavily
criticise inequality research for being blind to the European
dimension. The concentration on national societies,
their argument goes, has distorted our perception of ine-
qualities by overemphasising inequalities within coun-
tries and downplaying the much larger inequalities
between European countries. However, this distortion
caused by the traditional ‘container’ model of society
(Beck, 2002:390) will gradually disappear as a result of
Europeanisation. Awareness of the huge disparities
between countries is growing and causing the poorer

nations to demand a bigger share of the welfare cake.
Thus European integration can be expected to lead to
the emergence of European-wide distribution conflicts
that overlap with those already apparent at national
level.

The need for an expanded approach has also been
advocated by Fahey (2005). His starting point is the
paradox that although the average living standard is
much lower in Poland than in Ireland, a larger share of
the Irish population is regarded as poor according to
official EU statistics. The simple reason is that poverty is
measured against national thresholds. The poor are
those at the margins of the society they live in, no matter
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whether that society as a whole is rich or poor. However,
since living standards across Europe are very unequal,
this approach hardly seems appropriate from an EU per-
spective: ‘While poverty measured in this way may make
sense in national terms, its meaning becomes strained
when applied without qualification at an EU level’
(Fahey, 2005). Fahey advocates an additional EU-wide
approach to poverty based on a European threshold
similar to those already used in EU regional policy. This
would substantially change our account of who is con-
sidered to be rich and poor in the enlarged EU.

These two examples may illustrate the paradigmatic
shift currently being discussed by sociologists. Either as
an addition to (Fahey) or replacement for (Beck)
nation-centred sociology, inequality research is meant to
investigate the pan-European distribution of resources,
living conditions and related assessments. One can well
imagine EU-wide poverty measures, income distribu-
tions, and stratification models, with European society
as a whole (the EU’s social space) replacing individual
European societies as the unit of analysis. In such mod-
els, nationality would simply appear as another explana-
tory variable.

However, first things first. Just as the appropriateness
of the container model of society can be questioned, so
doubt can also be cast on the appropriateness of pan-
European approaches. It is perfectly possible that they
are mere statistical abstractions, rather than accurate
reflections of the everyday experiences of ordinary citi-
zens. In particular, it could be argued that people are still
not internationally oriented and that they compare
themselves to friends, neighbours and colleagues at
home rather than to people living in other countries.
What are the crucial conditions that would make EU-
wide approaches useful? Essentially, citizens frame of
reference would have to extend their horizons well bey-
ond the national realm, perceiving themselves, or their
countries, as part of a larger European or even interna-
tional stratification system. Furthermore, the perception,
whether false or correct, of being advantaged or disad-
vantaged within this system would have to play an
important role in individuals evaluation of their own life
circumstances. Thus the reference groups to which people
relate themselves are the litmus test for the appropriate-
ness of EU-wide approaches.

This paper aims to demonstrate the usefulness of ref-
erence group theory in European inequality research. It
also attempts to feed empirical evidence into the debate.
With the help of recent mass surveys conducted in
Germany, Hungary and Turkey, we examine empirically
the idea that perceptions of relativities between societies

matter for individual life satisfaction. Our guiding
research question can be formulated as follows: Are
people’s perceptions of and comparisons with living
conditions in other nations impacting on their personal
life satisfaction, either positively or negatively? Our
results indicate that, on the one hand, more people can
be assumed to have a national frame of reference than a
broader international one; on the other hand, among
those who do have an idea of how average people in
other countries live, cross-border comparisons certainly
influence people’s satisfaction with life. This leads us to
conclude that EU-wide approaches to inequality do
make sense, but that there is also no need to jettison
national approaches completely.

We proceed in four steps. The first section places the
issue in the broader context of reference group theory;
next, the database and the main indicators are introduced;
in the third section we present the empirical results;
finally, the main findings are discussed, with reference to
the appropriateness of national and EU-wide approaches.

Reference Group Theory and 
International Reference 
Groups
Although reference group theory has a long and distin-
guished pedigree, the issue of international reference
groups is rather new. In The American Soldier, Stouffer
et al. (1949) found that soldiers’ feelings of deprivation
and dissatisfaction were less related to the actual degree
of hardship they experienced than to the situation of the
unit or group to which they compared themselves. In
order to make sense of many of their findings, the con-
cept of ‘relative deprivation’ was introduced as an inter-
mediate stage between the ‘objective’ situation and
subjective evaluation of the same. In 1951, the rich
material provided by The American Soldier was systema-
tised and related to the broader ‘reference group con-
cept’ by Merton and Kitt (1950). The basic idea of
reference group theory is that people compare them-
selves with other individuals or groups when evaluating
their own situation or conduct. ‘Reference group’
denotes a group a person uses as a comparison point in
making evaluations of himself or others (Merton and
Kitt, 1950; Hyman, 1968; Kelly, 1968). By reviewing sev-
eral cases from The American Soldier, Merton and Kitt
(1950: 53) pointed out that relative deprivation can be
regarded as a particular concept within the much
broader reference group theory.
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The comparisons people make were assumed to
involve different frames of reference. First, individuals
may compare their situations with others with whom
they are in close association (membership groups or in-
groups), or with others with whom they do not have
sustained relations (non-membership groups or out-
groups). Second, individuals may compare themselves
with others who are of the same social status (or cate-
gory), or of different social status (or category). Clearly,
there are many possible reference groups. However, the
authors of The American Soldier, as well as many others
(e.g. Festinger, 1968), assumed that the yardstick people
most commonly used was associates of the same status,
primarily the in-group of friends and associates. If a
group’s standing is so high or so low that it is not mean-
ingful to the individual, it will hardly serve as a yardstick
for comparison. Proximity and perceived similarity are
seen as key factors in the selection of a reference group:
this is essentially consistent with Mead’s claim that
membership groups influence individual behaviour
much more strongly than non-membership groups do
(Mead, 1934: 56). This assumption has guided much of
the empirical research. However, Merton and Kitt are
perfectly right in saying that for sociologists it is much
more puzzling why and under what conditions individu-
als orientate themselves towards out-groups: 

Ultimately, of course, the theory must be generalised to
the point where it can account for both membership-
and non-membership-orientations, but immediately its
major task is to search out the processes through which
individuals relate themselves to groups to which they do
not belong (Merton and Kitt, 1950: 50).

They developed two ideas as to the conditions under
which people are outward-looking. If a group’s system
of stratification is viewed as illegitimate or if individuals
are isolated from the other members of their in-groups,
then they are likely to take the situation of an out-group
as the context for evaluating their own lot. Thus legiti-
macy of rewards and social integration prevent people
from looking to see whether the grass is greener on the
other side of the fence.

Do Merton and Kitt consider the possibility that
people might select a foreign out-group as frame of refer-
ence? Given their formalistic language, the term out-
group is by no means restricted to the national realm.
However, among the many examples they cite, there is
no mention of any international reference groups, i.e.
individuals, groups or collectivities located in another
country. The failure to address this issue leads us to

assume that, for the founders of the concept, it seemed
almost natural that comparisons would be made within
rather than between societies. Empirical research in the
field of welfare and subjective well-being has by and
large adopted this nation-centred view (e.g. Easterlin,
1974; Veenhoven, 1991; Diener et al., 1992). In a review
article summarising the state of the art (Schwarz and
Strack, 1999), none of the research cited investigated the
issue of cross-border reference groups. The international
dimension did not appear either in Michalos’ (1985)
multiple discrepancy theory, nor in Hagerty’s (1998)
attempt to unify liveability and comparison theory.

We have not come across any study that systematically
explores the impact of cross-national frames of refer-
ence. Research has concentrated on national compari-
sons with friends, neighbours, colleagues and social
classes but largely neglected any possible international
dimension. One exception is the seminal study How
Nations See Each Other (Buchanan and Cantril, 1953),
which, however, originated from a different back-
ground, namely foreign policy and international rela-
tions. Here, answers to the following question are reported:
‘Which country in the world gives you the best chance of
leading the kind of life you would like to lead?’ Respond-
ents were free to choose their own nation or any other
nation. In America and Australia, which safely escaped
the devastation of WWII, nine out of ten respondents
chose their own country, whereas in the devastated
European countries, only between one third and one
half chose their own country, and many named the US
as the country offering them the best life chances.

Another example is a French study from 1951 (Stern
and Keller, 1968), in which 198 unstructured interviews
about what constituted ‘a satisfactory standard of living’
were scrutinised for every reference group explicitly
mentioned by respondents. On average, the French
made reference to 3.6 groups, most of them ‘we-groups’.
And among the ‘they’-statements, only a few refer to
other countries: 

The only national groups mentioned were the ‘Americans’
and the ‘French’. The former was mentioned mostly by
upper class respondents, always in a context of resent-
ment of the greater and more widespread availability of
comforts in America (Stern and Keller, 1968:212).

These findings lend some support to the idea that an
international orientation might be a phenomenon con-
fined to the upper strata of society (or might have been
in the early 1950s at least) and that people look to rich
rather than poor countries when thinking about their
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standard of living. This hypothesis is perfectly consistent
with one of the key findings of empirical research,
namely that upward comparisons, especially the feeling
of relative deprivation, have a much greater impact on
how people think about their situation than downward
comparisons. However, Stern and Keller did not discuss
such ideas: instead they quickly concluded that interna-
tional reference groups were ‘of little value for reference
group theory’.

Almost 50 years elapsed before interest was reawak-
ened in how people see living conditions in other coun-
tries. One crucial factor behind this re-launch was the
growth of social reporting activities at the supranational
level. One of the issues particularly debated is whether
Europeans liken their own situation to that of popula-
tions living in other countries. Do cross-national
comparisons influence how individuals think and feel
about their own conditions? The following suggestion
was recently made: 

In judging the adequacy of their personal situations,
Europeans seem to have an uncanny grasp of where their
societies stand in the international (or at least European)
hierarchy of economic development and to take that
standing into account in arriving at subjective evalua-
tions of their personal circumstances (Fahey and Smyth,
2004: 24).

Fahey speculates that the frames of reference people use
to judge their situation include cross-national as well as
national elements (Fahey, 2005). Hence, the high con-
tentment found in rich societies could be produced
(in part) by citizens’ knowledge (or impression) that
they have a privileged position in international society,
while the discontent in poorer societies could stem
(again in part) from citizens’ knowledge (or impression)
that they live in relative deprivation. However, no
empirical account is given.

Nevertheless, such speculations seem not to have been
simply plucked from the air. For example, migrants tend
to move from poor, insecure countries into rich and sta-
ble democracies, which can be seen as proof that people
compare their own lot not only with that of groups
within their own society, but also cross-nationally, and
with severe consequences. Some people flee their own
country and try to make a better living somewhere else.
Sociologists are observing the spread of consumer cul-
ture from the West to other parts of the world (Ger and
Belk, 1996). Stimulated by global mass media, tourism
and advertising, people around the globe want the same
luxury goods the citizens of the wealthy OECD countries

enjoy. Keyfitz (1992) claims that there now exists a
standard package of goods that people across the world
want to possess in order not to feel deprived. However,
the definition of this standard package might be based
on exaggerated stereotypes of ‘Western’ consumption
patterns (Ger and Belk, 1996: 58), and the finding that
Turks have a more extravagant notion of what consti-
tutes a decent standard of living than Swiss or Germans
(Akçay, 2005) suggests that this may indeed be the case.
Cross-national comparisons might also be stimulated by
the processes of European integration, whereby the
member states are forming a common social space. EU
policy subdivides the member states into net contribu-
tors to the EU budget and net receivers, revealing which
are the rich and which the poor member states.

In the following, we test the hypothesis that people’s
perceptions of and comparisons with living conditions in
other nations impact on their personal life satisfaction,
either positively or negatively. In order not to overload
the paper, we focus on the population as a whole, leaving
the idea of differential reference groups for old and
young age cohorts, the less or more highly educated and
rich and poor segments of society for a future exercise.

Euromodule Data
In order to analyse the extent to which cross-border
comparisons of living conditions matter for people’s
subjective well-being, it is necessary to utilise data con-
taining information on:

• people’s subjective well-being,

• people’s own living conditions or a general rating of
living conditions in their own country, and

• a general rating of the living conditions in at least one
foreign country.

We are aware of one dataset that fulfils these require-
ments: the Euromodule. The Euromodule survey was
developed in the course of a research initiative led by the
Social Structure and Social Reporting Research Unit at
the Social Science Research Center Berlin (WZB) and
the ‘Social Indicators Group’ at the Survey Research
Centre Mannheim (ZUMA). The idea of the initiative
was to develop a set of basic questions on objective living
conditions, subjective well-being and quality of soci-
ety—called Euromodule—which could be implemented
in different types of ongoing surveys in the participating
countries. It consists of a core part and an optional part.
The Euromodule survey was conducted in 11 countries
between 1999 and 2002: in Austria, Germany, Hungary,
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Italy, Slovenia, Spain, Sweden, Switzerland, South
Africa, South Korea, and Turkey (Delhey et al., 2002).1

The strengths of the survey for our research are consid-
erable. First, in its core part it provides us with a tried and
tested dependent variable, namely life satisfaction (see the
extract from the questionnaire in Table 1). Life satisfac-
tion can be seen as the most comprehensive individual
assessment of living conditions. The puzzling question of
who is satisfied with life and why has traditionally
attracted sociologists (Inglehart, 1990: Veenhoven, 1999)
and social-psychologists (Campbell et al., 1976; Diener
et al., 1999: Cummins, 2002), and more recently also
economists (Frey and Stutzer, 2002; Alesina et al., 2003).
It is dependent on life circumstances, but also on aspira-
tion levels, preferences and comparisons (Inglehart, 1990;
Diener et al., 1999). Second, the optional part of the sur-
vey contains questions on respondents’ ratings of their
own living conditions, of those of friends and neighbours
and of living conditions in nine countries, including
respondents’ own countries, which serve as our inde-
pendent variables. It is important to note that these pos-
sible reference countries were given by the questionnaire:
those surveyed were not asked open-ended questions
about which foreign countries, if any, they took as yard-
sticks. It is also important to note that this question is
framed in such a way as to compare countries by rating
them individually rather than by ranking them. Respond-
ents were asked first to rate the living conditions in their

own country, then to classify the other countries in com-
parison. Consequently, their own country served as a
yardstick against which to rate the other countries.

Although the Euromodule was implemented in a
number of countries, only two of them can be used for our
purpose: Hungary and Turkey. They happen to be the
countries that also implemented the optional part of the
Euromodule survey. Fortunately, our list can be extended
to three countries by using the 1998 German Welfare Sur-
vey, which served as a blueprint for the Euromodule sur-
vey.2 In our analysis, East and West Germany are kept
separate because of different socialisation experiences and
living conditions. This gives us, finally, four cases, and for
the sake of simplicity and brevity we refer to these as coun-
tries or nations, although, of course, East and West Ger-
many are one country and one nation. There are of course
considerable differences between West Germany, East
Germany, Hungary and Turkey in terms of living stan-
dards, culture and political history. These differences mean
that we have the sort of most-dissimilar systems research
design that is ideal for explorative research. The surveys are
representative of citizens aged 18 and over, with sample
sizes of between 1000 and 4020, with the exception of East
Germany, which had a sample size of 473.

The data can be used to construct several compari-
sons, in which individuals set their own situation along-
side that of certain reference groups (see Figure 1). Since
all the ratings are measured on the same 11 point scale,

Table 1 Euromodule questionaire fragment

Scales from 0 to 10 for all items.

Life satisfaction
• What do you mean, how satisfied are you at present with your life in general? (Note: respondents could answer 

with numbers between 0 and 10, where 0 means ‘completely dissatisfied’ and 10 ‘completely satisfied’.)

Living condition of reference countries
• The living conditions among European countries differ quite a lot today, and we would like to get your personal 

evaluation. Please use these ladders, where the highest field represents very good living conditions and the lowest 
field stand, for very bad living conditions. First, [your country]. Where on this ladder would you classify the living 
conditions in [your country]?

• In comparison to [your country], where on the second ladder would you classify the living conditions in [reference 
country]? 
(Note: The question is asked with reference to nine reference countries, namely Switzerland, Netherlands, Sweden, 
France, Germany, Italy, Spain, Hungary and Poland.)

Own living conditions/living conditions of reference groups within country
• Now we would like to consider your general living conditions once more. On the following scheme you see a series 

of ladders. The highest fields of every ladder represent the best living conditions you can imagine; the lowest fields 
represent the worst living conditions you can imagine. First, to your current living conditions. Where on this lad-
der would you locate your current living conditions?

• And where would you classify the living conditions of the people in your neighbourhood?
• And where on the sixth ladder would you classify the living conditions of your friends?



130 DELHEY AND KOHLER

they can be related to each other and thus become
meaningful. For example, if a Turkish respondent
assesses his own living conditions as worthy of 6 points
and those in Hungary as meriting only 4, it can be con-
cluded that he believes his living conditions are better
than the average conditions in Hungary. We refer to this
kind of comparison, in which individuals’ own circum-
stances are set against their perception of living condi-
tions in other countries (simply by subtracting one
rating from the other), as cross-national comparisons.
They can turn out to be favourable or unfavourable for
the respondent. It should be noted, however, that there
might be validity problems, because the question about
personal living conditions is separated from the country
evaluations and the wording of the extreme values of the
scale is different (see Figure 1). However, below we describe
some attempts to prevent us from reporting artefacts,
which show convincingly that it is reasonable to have
confidence in our results.

Using the same technique, we also generated within-
country comparisons: how respondents evaluate their
own living conditions compared to those of co-nation-
als, friends and neighbours. These groups certainly
imply a national frame of reference.3 The comparison
with co-nationals can be seen as less valid than those
with friends and neighbours, for the same technical rea-
sons as for the cross-national comparisons.

For each of these comparisons (eight cross-national
and three within-country), we obtain a measure which
can vary between −10 and 10. Negative values indicate
that the respondent rates his personal living conditions

less highly than those of the reference group (relative
deprivation). The measure is positive if the assessment is
the other way around (relative gratification). A value of
0 indicates that a respondent believes that living condi-
tions are on a par.

The Prevalence of 
Cross-National Comparisons
The presentation of results is organised as follows. We
start with the frequency of missing answers for the com-
parison variables. Second, the distributions of the com-
parison variables are described. Third, the general
impact of cross-national comparisons on life satisfaction
is explored, before we turn to the issue of upward and
downward comparisons. Finally we describe our
attempts to examine how robust our results are.

In passing, please note that we have made consider-
able efforts to ensure reproducibility. All analyses are
fully programmed with Stata do-files—from the very
first loading of the original Euromodule data right up to
the final published graph or table. The names of the
Stata do-files are listed below the respective table or fig-
ure, or in the Notes section. The do-files needed to repli-
cate the analyses can be downloaded from the Internet.4

The Share of Missing Answers

Comparing oneself with others requires some informa-
tion about, or at least an image of, the lot of those others

Figure 1 Cross-national and within-country comparisons as constructed from the data, Hungary as an example
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(Merton and Kitt, 1950: 66). Hence if respondents have
no opinion about living conditions in foreign countries,
it is obvious that those countries do not serve as refer-
ence countries.

Figure 2 shows how many respondents were not able,
for whatever reasons, to rate the foreign countries along
with the other comparison variables, i.e. friends, neigh-
bours and co-nationals (own country). Regarding the
foreign countries, the proportion of missing responses
varies a good deal between the four survey countries. It
is highest in Hungary (up to 25 per cent), and lowest in
West Germany (under 10 per cent). An ad-hoc explana-
tion for this pattern might be familiarity: for (West)
Germans, the listed countries are either neighbours
(Switzerland, Netherlands, France, Poland) or popular
destinations for vacations (Spain, Italy). Consequently,
Germans are in a better position than Hungarians or
Turks to form an idea about how life in these countries is.

The familiarity argument is strengthened by the fact that
East Germans have no difficulty in rating West Germany,
but somewhat more difficulty in rating the foreign
countries.

In most places, people find it easier to assess how
friends, neighbours and co-nationals live than to judge
the living conditions of people abroad. This is in line
with mainstream reference group theory, which assumes
that people compare themselves with close rather than
with distant groups. We know much better how our
associates or fellow citizens live than people elsewhere in
Europe. For some 10 per cent to one quarter of the
population, foreign countries obviously do not serve as a
frame of reference. But for 75 per cent to 90 per cent,
cross-border comparisons might be relevant.

Non-response tends to be somewhat more frequent
with respect to poorer reference countries. This matches
our theoretical expectation that basically people are
upwardly rather than downwardly oriented. There are
some exceptions to these general patterns. The most
obvious case in point is Hungary. To Hungarians, neigh-
bours seem to be as alien as foreign countries, and
friends even more so. We cannot explain the extraordin-
ary high non-response rates for neighbours here. How-
ever, we can at least provide some coincidence for the
latter finding: in Hungary, every second respondent says
they have no close friend outside the family (as opposed
to 21 per cent in Turkey and Germany), and 81 per cent
of them did not evaluate the living conditions of friends.5

How People Compare Living Conditions 
Across Nations

Figure 3 shows how people locate themselves vis-à-vis
other countries and in comparison to friends, neigh-
bours and co-nationals. Box plots are used for this pur-
pose. In box plots, a box is used to display the first and
third quartile of a distribution, indicating the location
and spread for the middle 50 per cent of the observa-
tions. A single filled dot within the box encodes the
median. The position of the median within the box gives
information about the shape of the distribution. If the
median is much further from one of the borders of the
box than from the other, the distribution is skewed.
Likewise, the solid lines besides the boxes provide sum-
maries of spread and shape in the extremes of the distri-
bution. The single hollow circles show outliers
(Cleveland, 1994: 139–143). The box plots are presented
in separate panels for each survey country, and within
each panel the reference countries are sorted in descend-
ing line according to GDP per capita (in PPP).

Figure 2 Percentage of missing values by survey country 
and reference country. Do-File: anmiss1.do
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Most Turks feel relatively deprived compared with
other countries. Even when comparing themselves to the
least affluent reference country—Poland—about 75 per
cent of Turks believe that their personal living condi-
tions are worse. By and large, the Hungarians share the
Turkish view of relative deprivation vis-à-vis foreign
nations, especially when comparing themselves to West
European countries. However, a majority of Hungarians
rate their living conditions as better than those of Poles.
For Germany, special attention should be given to the
intra-country comparison between the eastern part
(former GDR) and the western part. The answers mirror

the well-known economic asymmetry between the two
parts, with East Germans ranking themselves lower than
West Germans and West Germans ranking themselves
higher than East Germans. Quite uniformly, however,
East and West Germans tend to see their own personal
situation as less good than in Switzerland and the
Netherlands (in West Germany on a par), by and large
similar to France and better than in Italy, Spain, Hun-
gary and Poland.

Regarding the comparisons with friends, neighbours,
and co-nationals (own country), it is well known that
friends and neighbours share fairly similar social
attributes (Jackson, 1977; Feld, 1982). Therefore one
should not expect to find large differences between indi-
viduals’ assessments of their own living conditions and
their assessments of those of friends and neighbours.
The figure does indeed show this pattern. In the same
vein, the assumed difference between personal and
national living conditions should not be too great on
average. In fact, average living conditions in a given
country can be seen as the mean of the living conditions
of its individual citizens, so there should be no difference
at all on average. The empirical distribution, however,
shows a slight tendency on the part of respondents to
rate their personal conditions slightly more highly than
the average for the country. This might be explained by a
general tendency among human beings to locate them-
selves above the mean.

Two general points are important for subsequent
analysis:

• By and large, the respondents ratings reflect quite
realistically the positions of countries in the GDP
league table.6

• The distributions of the comparison measures vary
substantially within each survey country, and most of
them seem to be fairly symmetric. Thus there is no
barrier to using these variables as independent varia-
bles from the outset.

Since the measures of comparisons with close associates
friends and neighbours are highly correlated (between
0.6 in Hungary and 0.89 in Turkey), it will hardly be
possible to separate out the effects of the two groups.
Hence in the subsequent analysis we combined them
into a single ‘friends and neighbours’ measure.

The Gross Impact of Cross-National 
Comparisons on Life Satisfaction

So far we have investigated whether and how people are
able to react to questions about living conditions in

Figure 3 Distribution of cross-national comparisons: own 
living conditions vs. reference group. Do-File: anvalid4.do
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other countries. But how important are comparisons
with foreign countries for subjective well-being? Do
cross-border comparisons affect how satisfied people are
with their lives? The general idea of our analyses is read-
ily illustrated in Figure 4, which displays, for each survey
country separately, the relationship between general life
satisfaction and the comparison with Switzerland. The
lines in the figure are non-parametric regression lines.7

Life satisfaction and comparison of personal living
conditions with those of the Swiss population are posi-
tively related. The better people believe their own living
conditions are, compared to Switzerland, the more satis-
fied they are. However, this relationship seems to hold
for feelings of relative deprivation only (negative values).
This is further evidence that upward comparisons mat-
ter more than downward comparisons. In other words,
believing that we are personally worse off than people
elsewhere (relative deprivation) makes us feel dissatis-
fied, while believing that we are personally better off
than average people in other countries (relative gratifica-
tion) seems not to increase our life satisfaction.

The main problem with this bivariate picture, how-
ever, is the hidden influence of respondents’ absolute
level of living: the outcomes of cross-border compari-
sons depend heavily on personal socio-economic status,

and it is well known that this status also influences life
satisfaction (Argyle, 1999; Schyns, 2002; Christoph and
Noll, 2003; Delhey, 2004). In other words, it is perfectly
possible that the relationship displayed in the figure sim-
ply reflects the relationship between individuals’ objec-
tive living conditions and their consequent life
satisfaction—without cross-border comparisons having
any effect. The solution is to control as well as possible
for socio-economic status. In the following analysis, we
control for various status dimensions (standard of liv-
ing, income, occupational status, employment status
and education) as well as for gender, age and marital
status, which might also influence life satisfaction.8 Each
regression was computed with the same bloc of control
variables, with each cross-border comparison included
in turn. Such an analysis, however, assumes a linear rela-
tionship, which in fact is quite problematic (cf. Figure 4).
Consequently, the differentiation between downward
and upward comparisons is lost in the regression models,
but we will deal with this separately afterwards.

Two properties of our regression models are important
at this point. First, the coefficients of the control varia-
bles nicely fit the results of previous studies (Argyle,
1999; Schyns, 2002; Delhey, 2004). We take this as a rea-
son to have confidence in the Euromodule data. Secondly,

Figure 4 Life satisfaction by cross-national comparison with Switzerland and survey country. Do-File: anlsatex1.do
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it should be noted that in the regressions we use each
reference country in turn and do not enter the within-
country comparisons. The technical reason is to avoid
multi-collinearity, because the various comparison mea-
sures are highly correlated. Moreover, it is likely that the
influences would simply neutralise each other, and
hence, it would make little sense to use the various com-
parisons simultaneously.

We therefore calculated a series of 32 regression
models (as we have four survey countries and eight
across-country comparisons), using each reference
country in turn. Employing the same approach,
another eight regressions were calculated in order to
explore the influence of within-country comparisons
(four survey countries, two within-country compari-
sons).9 The full results are shown in the Discussion
Paper (Delhey and Kohler, 2005). Only the key results
are presented here.

Figure 5 displays the unstandardised coefficients of
the regression models for each of the cross-national
comparisons (as dots, forming a connected line). The
grey area around the dots indicates the 95 percent con-
fidence interval, based on robust standard errors. Two
broken horizontal lines represent the coefficients for the
comparisons with friends/neighbours and co-nationals.

Do cross-border comparisons matter for individual
life satisfaction? The key result is: yes, they do. The
coefficient for the comparison is positive for each ref-
erence country, even for the lower bound of the con-
fidence interval. The more highly individuals assess
their own living conditions relative to those in the ref-
erence country, the more content people are with
their lives. Obviously, foreign nations do serve as a
point of reference for people’s assessments of their
subjective well-being. This holds true for such differ-
ent populations as the Germans, Hungarians and
Turks.

The second key result is that as one moves from poor
to rich reference countries (from the left to the right on
the x-axes), so the salience of the comparison increases.
Usually, the impact on personal life satisfaction is higher
when citizens compare themselves with Switzerland or
Germany, and lower when they use Poland or Hungary
as a yardstick. Again the message is: upward compari-
sons matter more than downward comparisons, at least
for life satisfaction. This rule of thumb is confirmed by
the results from the two parts of Germany, since for East
Germans comparison with the richer western part is
more salient than comparison with the poorer East is for
West Germans.10

Figure 5 Influence of cross-national comparisons on life satisfaction by survey country. Do-File: anlsat011.do
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The third key result concerns the influence of cross-
national versus within-country comparisons. Although
caution should be exercised in comparing the effects in
absolute terms, comparison in relative terms is fully jus-
tified. By and large, cross-border comparisons exert the
same influence across Turkey, Hungary and the two
parts of Germany. The feeling that the grass is greener
on the other side of the fence has much the same impact
in wealthy and less wealthy countries. However, the
populations do differ considerably in the salience of in-
group comparisons. Comparison with neighbours,
friends and co-nationals has a small effect on life satis-
faction in Turkey, a moderate effect in Hungary and a
strong effect in Germany. It seems that the salience of in-
group comparisons increases with national wealth. The
richer a society is, the more salient the relative position
within this society becomes. However, even in a wealthy
society like West Germany, people do not behave like
islanders, since cross-border comparisons also have an
impact on life satisfaction. Thus Beck, (2002) is right to
question the container model of inequality research,
particularly when it is applied to less affluent societies.

The Relevance of Upward Comparisons

We have already advanced several pieces of evidence to
support the notion that upward comparisons are more
relevant than downward comparisons. Non-response is
more frequent when rating poorer reference countries;
cross-national comparisons influence how people feel
about their lives more strongly when they compare their
lot with rich countries: and less wealthy populations are
less inward-looking than wealthy populations. We will
now analyse the differential importance of upward and
downward comparisons more directly.

To start with, let us again consider Figure 4 which
shows positive relationships solely for negative values of
the comparison variables. Hence, for persons who
believe that they are better off than average people in
foreign countries, it is of almost no importance how
much better off they think they are. However, when
people have the impression that they are doing worse
than average people elsewhere, it certainly does matter
how much worse they think they are doing.

Interaction terms offer a parsimonious way of tackling
our problem. We first generated a dummy variable dis-
tinguishing between two groups: those who believe that
they are worse off than their counterparts in the respec-
tive reference country (score 0), and those who think
that they are at par or better off (score 1). We then gen-
erated an interaction term by multiplying this dummy

variable with the comparison variable, and included
both new variables in the regression models of the pre-
ceding section. From these models we gain three main
insights:

• The effect of upward comparisons.

• The interaction effect, i.e. the amount by which the
effect of the downward and upward comparisons differs.

• The effect of cross-national downward comparisons.11

Figure 6 displays the effects of upward (line) and down-
ward (circles) comparisons. The interaction effects are
implied by the length of the line connecting the two con-
ditional effects. Black circles are used for downward
comparisons if the interaction effect is significant at the
5 per cent level, while white circles are used for non-
significant differences.

If upward comparisons were indeed more important,
the interaction terms should be negative, implying that
the coefficients for downward comparisons should be
smaller than those for upward comparisons. We expect,
therefore, to find the circles (downward comparisons)
below the solid line (upward comparisons). By and large,
the results meet our expectation. Most effects of down-
ward comparisons are considerably below the corre-
sponding effects of upward comparisons. Any of the
seven exceptions are coefficients with non-significant
interaction effects. Three of these exceptions occur when
Poland is the reference country, where the effects of both
upward and downward comparisons are relatively small.
Hence we feel justified in concluding that, above all,
upward comparisons are salient for people’s well-being
but that downward comparisons are not. The more
people feel personally deprived, relative to other coun-
tries, the less satisfied they are with their lives. This cor-
roborates the proverb ‘the grass is always greener on the
other side of the fence’. Conversely, knowing that the
grass is not so green on the other side does not make
people more content.

Robustness of results

The topic of our paper breaks new ground in many
respects. However, using a set of indicators that have not
been used before is a risky enterprise. It is not unlikely
that the substantial results produced by such an analysis
are very closely tied to either the specific wording of the
indicators or the specific surveys in which the indicators
were used, or indeed to both. While this applies to some
extent to all mass survey research, it is usually not that
problematic because several datasets are available for
testing hypotheses against data and for replicating
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results. However, with just one suitable dataset, this
strategy is hardly possible for our topic.

Fortunately, the Euromodule itself offers some oppor-
tunity to check the validity of our results. There is at
least one possibility, stemming from the concept of
‘robust dependence’. Robust dependence is sometimes
seen as a concept of causality. The argument is easily
explained. If there are good theoretical reasons why a
variable has a causal effect on a certain outcome, this
effect should be measurable empirically, regardless of
how well or badly the concepts involved have been
measured, of the method used and of which implication
of the hypotheses was adopted. Real causality should
make its way into empirical observations!

We are not seeking to construct an argument here in
favour of robust dependence as a concept of causality.12

However, we do believe that the idea of robust depend-
ence can be used as a tool to investigate causal effects.
Guided by this idea, we implemented several variations
of our analyses, hoping that our substantive results
would hold. The variations we implemented were as
follows:

• We calculated the regression models without the set
of control variables.13

• We calculated the regression models using both
within-country comparisons as additional control
variables.14

• We used another dependent variable, namely satis-
faction with one’s own standard of living, instead of
life satisfaction.15

• We used yet another dependent variable, namely the
difference between personal living conditions and
those respondents feel entitled to (also measured on
a 0–10 scale). This operationalisation measures
whether a respondent believes that his actual living
conditions are worse, equal to, or better than the liv-
ing conditions he feels entitled to.

• Finally, we used a different operationalisation of
cross-national comparison, namely group-group
comparisons.16 Here, respondents compare the liv-
ing conditions in their own country with those in
foreign countries. This reveals respondents’ percep-
tions of where their own country stands in the inter-
national hierarchy, giving rise to feelings of either
collective deprivation or collective gratification.

Although some of these variations give additional insights,
the basic message was always the same: (1) cross-national

Figure 6 Influence of upward and downward cross-national comparisons on life satisfaction by survey country. Do-File: 
anlsat021.do
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comparisons matter and (2) people tend to be upward-ori-
ented rather than downward-oriented.

Discussion and Conclusion
Our starting point was the appropriateness of national or
EU-wide approaches for understanding social inequality
in today’s societies. We linked this question to reference
group theory, investigating whether comparisons with
foreign countries influence levels of individual life satis-
faction. Our key findings, based on survey data from West
and East Germany, Hungary, and Turkey are as follows:

• As a rule of thumb, people find it easier to assess the
living conditions of friends, neighbours and co-
nationals than those of people abroad. Some 10 per
cent to one quarter of the population have a national
frame of reference.

For those who are able to rate living conditions in foreign
countries, the following findings can be reported:

• By and large, the respondents’ ratings reflect quite
realistically the positions of countries in the GDP
league table.

• The lower individuals rate their own personal living
conditions compared with those in the relevant ref-
erence country, the less content people are with their
lives. This holds for such different populations as the
Germans, Hungarians and Turks.

• Comparisons with rich countries have a greater
influence than comparisons with poor countries. The
more people feel personally deprived, relative to
other countries, the less satisfied they are with their
lives. In contrast, the feeling of relative gratification
has a much smaller impact on life satisfaction, and
often no impact at all.

From this it can be concluded that the claim of pan-
European approaches has some validity. For the major-
ity of citizens in very different societies, the frame of ref-
erence goes well beyond the national realm; they have an
idea about how life is in other countries: and last but not
least, cross-border comparisons, especially the feeling of
relative deprivation against other countries, have a bear-
ing on subjective evaluations of personal life circum-
stances, which was shown in this paper by measuring life
satisfaction. In this respect, it makes sense to go beyond
the methodological nationalism that currently charac-
terises inequality research. Locating the position of
countries or social groups within a wider European con-
text would deepen our understanding of inequality and
related feelings and evaluations.

From a supra-national policy perspective, the results
are highly significant, since the recent enlargement of
the EU has drastically increased the gap between rich
and poor member states, regions and citizens (Heiden-
reich, 2003; Alber and Fahey, 2004; Mau, 2004). In the
new member states in particular, the feeling of being rel-
atively deprived, compared to the EU average, could lead
to increasing demands for redistribution at the EU level.

On the other hand, there is no need to jettison
national approaches completely. Individuals’ relative
positions within the society they live in still have a bear-
ing on status evaluation, and it is difficult to imagine
that this national reference will fade away completely.
Just as people are assumed to have multiple identities, so
they also use multiple yardsticks, both national and
international. Moreover, it should not be overlooked
that part of the population has a national frame of refer-
ence only, and hence their behaviour and attitudes can
hardly be regarded as influenced by a European or inter-
national dimension.

Our study is just a first foray into new and unfamiliar
territory. It may raise more questions than it provides
answers. Three of them should be addressed briefly.
First, do people really use particular countries as refer-
ence points when forming their aspirations? It is per-
fectly possible that it is rather a vague idea about an
idealised affluent society that really influences levels of
aspiration. The closer particular reference countries
come to this ideal, the greater their influence on life sat-
isfaction is. In our case, Switzerland obviously comes
closest to this ideal. Such a generalisation, however,
would not rule out the possibility that, for historical rea-
sons, some populations might be especially oriented
towards particular countries, and that comparisons with
these ‘significant others’ might be more significant for
some nations than for others.

A further question is whether the results suggest that
the choice of reference groups has a specifically Euro-
pean rather than international dimension. The reference
countries given by the questionnaire were all European
and consequently there are no data available to check for
the impact comparisons with non-European countries
might have. Although located in a very distant part of
the world, the USA in particular could turn out to be a
‘significant others’ for Europeans. This would, however,
indicate that reference groups were being international-
ised rather than Europeanised. Third, both internalisa-
tion and Europeanisation refer to processes, whereas we
have only cross-sectional data at hand. Thus we cannot
say whether cross-border comparisons have gained in
importance over time.
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Finally, we take this opportunity to list some of the con-
ditions that must be at least partially fulfilled before we
can speak of the Europeanisation of inequalities when
analysed from a reference group perspective. First, people
should increasingly be able to rate living conditions in
other European countries. Second, cross-border compari-
sons should have a growing impact on individuals’ assess-
ments of their own lives. Third, cross-border comparisons
should gain in importance relative to national reference
groups. And fourth, Europeans should increasingly
choose European rather than non-European countries
when choosing cross-border reference groups.

Notes
1. The Euromodule has been made publicly available

by the Central Archive for Empirical Social
Research at the University of Cologue (http://
www.gesis.org/en/za/index.htm). ZA Study number
is s4063.

2. The German Welfare Survey 1998 is publicly avail-
able at the Central Archive for Empirical Social
Research. University of Cologne. Study number is
s3398.

3. Although, of course, friends might also include
non-nationals, and occasionally also people in
other countries.

4. Point your browser to http://www.wz-berlin.de/
∼kohler/publications/refgroup06/index.htm

5. ammiss HU.do

6. Even if they were unrealistic, this would not invali-
date an analysis of comparisons with ‘interna-
tional’ reference groups and their possible effects
on people’s satisfaction with their own lives.

7. LOWESS with a smoothing parameter of 0.8
(Cleveland, 1994). Just like the more common lin-
ear regression line, LOWESS visualises the relation-
ship between metric variables, but without
imposing an assumption of linearity.

8. Sampling weights were used in some of the regres-
sion models. Standard errors were calculated by
applying the Huber/White/Sandwich estimator.
which is robust against violations of the homoseed-
asticity assumption.

9. Note that we have combined the comparisons with
friends and neighbours into one single variable.

10. The latter finding could also be explained in terms
of connecteduess: because of the relative size of
Eastern Germany and of its population (Blau,
1977). East Germans are much more connected to
the western part of their country than West Germans

are to the eastern part (Zapf, 2000). Similarly,
the high salience Germany has for the Hungarians
can be explained by the strong exchange rela-
tions that have traditionally existed between the
two countries.

11. Note that this quantity does not appear directly
from the regression analysis, but can be easily cal-
culated by adding the interaction effect to that of
cross-national upward comparison.

12. See Goldthorpe (2001) for a discussion of different
concepts for causality.

13. annocontrols.do

14. anwithin.do

15. anstliesat1.do

16. anlsat011.do, anlsat021.do, anlsat031.do, anlsat
041.do, anlsat051.do
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