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JOB MARKET PAPER

“The Pursuit of Happiness: A Model of Peers, Status and Labor Supply”
Abstract - The paper presents a model of interdependent preferences in which utility depends on the
individual's rank within peers, the rank of the peer-group itself, and leisure. It offers explanations to
two empirical puzzles - (1) The recent increase in the number of hours worked by the more
productive US workers relative to the less productive, and (2) The non-monotonic empirical
relationship between happiness and absolute income. The strength of the proposed model, which
also nests the classical model of absolute consumption, is its ability to explain two interesting
empirical puzzles simultaneously.
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