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Bhutan’s Gross National Happiness:
An Economic Reality or Wishful

Thinking?

STRUCTURED ASSIGNMENT (SA)

SA has a set of  logically sequenced  questions  based on a specific case study. These
questions are meant to enhance the logical and  analytical skills of the students. Students
are advised to attempt a SA only after they have acquired a reasonable conceptual
understanding as indicated  below.

Structure of the Structured Assignment

Section                    Title of the Section Number of
Questions

I National Income 6

II Well-being and its Constituents 5

III Measurement of Well-being 5

IV Income-Well-being Relationship 3

PREREQUISITE CONCEPTUAL UNDERSTANDING

(a) Meaning of Utility

(b) Law of Diminishing Marginal Utility

(c) Indifference Curves

(d) Methods of Measuring National Income.

This structured assignment was written by Akshaya Kumar Jena under the direction of Saradhi Kumar Gonela, IBSCDC. It was prepared to
accompany the case ‘Bhutan’s Gross National Happiness: An Economic Reality or Wishful Thinking?’.

© 2009, IBSCDC.
No part of this publication may be copied, stored, transmitted, reproduced or distributed in any form or medium whatsoever without the
permission of the copyright owner.

Ref. No.: MEBE0005-2



In
s
p
e
c
ti

o
n
 C

o
p
y

2

Bhutan’s Gross National Happiness: An Economic Reality or Wishful Thinking?

Ref. No.: MEBE0005-2

For Use by the Student

Name of the Student :

Enrolment Number :

Programme :

Course :

Name of the Instructor :

To be Submitted on :

Signature of the Student :

Date :

For Use by the Instructor

Grade Awarded/Marks Awarded :

Remarks :

Signature :

Date :

INSTRUCTIONS TO THE STUDENTS

This assignment should accompany the case on Bhutan’s Gross National Happiness: An Economic
Reality or Wishful Thinking? developed by IBSCDC.

• The learning from this SA can be enriching if it is attempted after having a prerequisite
understanding of concepts outlined in the previous page

• Start  working on this assignment after carefully going through the case and grasping the
significant aspects of the case, including the ‘central dilemma’

• Refer to the case as often as needed, when you are working on this assignment. This is an
“open book” assignment

• Write your answers in as much detail as possible. Do not write cryptic or too brief answers
in telegraphic language

• Attempt to answer all questions in all sections

• For a few questions, there may neither be ‘one’ answer nor a ‘correct’ answer. Therefore,
give your analysis and logic wherever required. Develop your answers in an integrated
manner drawing from your complete understanding of the case

• Use extra sheets, if necessary

• The time limit for completing the assignment and the weightages assigned to each section
in this SA for the purpose of grading will be announced by the instructor.
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National Income

1. If maximising happiness of people is the ultimate goal of a state as Bentham had
advocated, then why are the countries across the world – except Bhutan – using
national income, and not national well-being, as the measure of their development?
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2. “Because of these shortcomings in measuring national well-being, attention was
focused on the means from which well-being was derived.” (page 3, para 2 of the
case study). Analyse the shortcomings in the measurement of well-being that had
provoked for a proxy measure to depict a nation’s progress.
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3. There are various concepts of national income such as GNP, GDP, NNP and NDP.
How are they inter-related? What do you think might have accounted for the recent
trend of countries switching from GNP to GDP?
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4. “GDP has, however, many blind spots. It does not count many positives in life...”
(page 3, para 3 of the case study). Why do you think it fails to count home-based
activities? What, according to you, are the other loopholes of the traditional yardstick?
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5.  “These expanded yardsticks, therefore, do not cure the problem although they
obviously do offer wider band-aids.” (page 6, para 2 of the case study). Which problem
is referred to? Do you agree with this statement? If yes, why? If no, why not?
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6. Why HDI is called a composite index and how is it calculated? Can that be taken as
a measure of a nation’s well-being?
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Well-being and its Constituents

7. “The survey revealed that about half of the participants chose the option of earning
an annual salary of $50,000 in a universe having an average annual salary of $25,000,
even though other option offered an annual salary of $100,000 in a universe having
an average annual salary of $200,000.” (page 4, para 2 of the case study). What does
the finding of the survey suggest? How does it relate to Easterlin’s Paradox of
happiness?
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8. “Later on, Kahneman gave up his notion when a sample of over 130,000 people
from 126 countries exhibited a correlation between GDP and reported happiness at
0.40, ‘an exceptionally high value in social science’. He then inferred that the ‘humans
everywhere, from Norway to Sierre Leone’ do benchmark their life ‘by a common
standard of prosperity’.” (page 18, para 2 of the case study). How does his inference
invalidate Easterlin’s Paradox?
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9. “While building and buttressing these pillars, there must be requisite balance to take
the advantage of the middle path.” (page 10, para 5 of the case study). What does the
middle path here imply?
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10. Both the GNH and the HDI have come into being as a reaction to the GDP, which is
proved to be an inadequate and misleading measure of a nation’s well-being. Which
of the constituents of well-being has not been addressed properly that has rendered
GDP as an inadequate measure? What is the functional difference between GNH
indicators and HDI indicators?
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11. How would you build a comprehensive metric that can address various areas of
well-being? What according to you should be the role of money in a society eyeing
for maximisation of well-being?
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Measurement of Well-being

12. How is well-being proposed to be measured in cardinal terms and ordinal terms?
What does a map of indifference curves represent?
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13. Analysing reasons from the case study, why do you think neither Marshallian
cardinal measure nor Hicksian ordinal measure is able to indicate the direction of
social well-being beyond the limited case of Pareto optimality?
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14. If numbers such as 1, 2 and 3 are assigned respectively to persons ‘not too happy’,
‘pretty happy’ and ‘very happy’, it means the ‘pretty happy person’ is assumed to be
twice as happy as the ‘not too happy’ person and two-third times as happy as the
‘very happy’ person. In the absence of this assumption, would it be meaningful to
add the happiness of individuals to arrive at social happiness?
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15. Why do you think Bhutan has adopted the self-reported method over the fMRI method
to track its happiness? Can any other country opting to measure its GNH adopt the
same method? Substantiate your stand with arguments and counter arguments.
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16. “GNH may gel well with the mental make-up of a long-insulated tiny nation anchored
in unalloyed Buddhist philosophy; but for a large country having a huge population
with diversified outlooks, attitudes and cultures, the Bhutanese concept can hardly
serve as a template for emulation.” (page 17, para 1 of the case study). Do you
agree? Advance the points in favour of your opinion.



In
s
p
e
c
ti

o
n
 C

o
p
y

19

Bhutan’s Gross National Happiness: An Economic Reality or Wishful Thinking?

Ref. No.: MEBE0005-2

Income-Well-being Relationship

17. What does the satiation point imply in the context of income-happiness relationship?
Why do you think income becomes irrelevant to people after a certain threshold
level? What factors, do you think, will decide the ‘threshold level’ of income?
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18. Explain through a diagram how aspiration treadmill wears off the happiness effect
of an increase in income. Can it be concluded that happiness is a function of income
in the short run but not in the long run? Give reasons.
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19. Revisiting the analysis of the previous question, if maximisation of happiness is the
ultimate goal of a person, what factors (other than income) will govern happiness?
Can these factors be adopted as state policy? Is maximisation of social happiness the
only ultimate goal of a state?


