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This paper utilizes the data from “the Development and Testing of Thai Mental Health
Indicator Version 2007” to study mental health and happiness of the Thai people. Given that
subjective well-being is a valid measure of mental well-being and that subjective well-being is
cardinally measurable and interpersonally comparable, we estimated life satisfaction and
happiness level using various socio-demographic and socio-economic determinants. Due to
the fact that income, in theory, can be influenced by mental health, we test for the effects of
mental health on income. As expected, we find that income is significantly affected by life
satisfaction and happiness. As a result, income is instrumented using mean income by area
and occupation as an exclusion restriction. The results on the IV estimation suggested that
income has no effects on life satisfaction while having a statistically significant effect on
happiness. Similarly, we find that gender has no effect on being satisfied with life, but find a
statistically significant effect of gender on happiness. The results on marital status suggest that
people who are single are as happy as, but are less satisfied with life than those who are
married. Being divorced and widow, however, reduces happiness.

Another important finding of our paper is that the effects of some mental health
determinants may significantly change after controlling for endogeneity of income. For
example, we find that the endogeneity of income bias the effects of education and marital
status on life satisfaction downwards. The true effects of education and marital status are

much greater in our IV estimations than in our OLS estimations.
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