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Abstract. Much of the discussion over satisfaction with life has focused on the significance of income. Some researchers argue that
cognitive factors (expectations, social comparisons, life evaluations, schemas) is the mediating part between income and subjective
wellbeing, however, positive psychology suggests that happiness determines the effect of social comparison itself. This paradox could be
titled “cognitive - emotional impact paradox”. We have chosen to explore this paradox and investigate the relationship between household
income, cognitions, emotions, and satisfaction with life in Lithuania, as various studies, including “World Value Survey”, indicate
Lithuania is among the countries demonstrating very low scores on happiness of population even though its’ economy grew fast when this
country regained its’ independence in 1991. This paper presents some results of the survey which was conducted in 2016 (representative
sample, n=1001). The analysis of data has demonstrated that when people get low household income per month, they report more intense
negative emotions and less positive emotions. Secondly, our results suggest that people getting low household income per month express
more negative cognitions and less positive cognitions. Thirdly, the results demonstrated strong relationship between cognitions, emotions,
and satisfaction with life. Moreover, the results contribute to the empirical literature on “income — happiness” relation by demonstrating
that household income has no significant direct effect on satisfaction with life, but there is a significant effect of household income on basic
cognitions, which have a significant effect on emotions. Subsequently, basic cognitions and emotions have an effect on satisfaction with
life. However, “cognitive — emotional impact paradox” needs further exploration.
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1. Introduction

In cognitive therapy, which is the most widely applied intervention to enhance subjective wellbeing, there is a
central premise that cognitions (thoughts, beliefs, personal constructs, cognitive schemas, expectations) give rise
to emotions (Beck, 2014). In other words, emotions are consequence of certain cognitions. Negative cognitions
like “life is meaningless” might result in emotions like sadness and despair, while positive cognitions like “we are
created like this” (Yalom, 1989) might result in emotional relief, peacefulness and even happiness.

Currently, researchers have been envisaging emotions as constituent of wellbeing. In methodological
recommendations of assessing psychological wellbeing, it is suggested to evaluate person’s positive and negative
emotions (emotional component), and not just focus on satisfaction with life (cognitive component).

Moreover, it is supposed that happiness as emotion might contribute to various behavioral and health
consequences. For example, it was found that happiness promotes multiple successful life outcomes, including
superior health, higher income, stronger relationships (Lyubomirsky, King & Diener, 2005).

Recent research shows differences in cognitions of happy and unhappy people: happy and unhappy individuals
differ considerably in their subjective experience and construal of the world (Lyubomirsky, 2001). Besides, happy
people have been found to use a positive perspective when evaluating themselves and others (Lyubomirsky &
Tucker, 1998); they also tend to judge almost everything about themselves and their lives favorably, including
their friendships, recreation, self-esteem, energy levels, and purpose in life (Lyubomirsky, Tkach, et al., 2006).

Furthermore, research has also showed that the self-perceptions of happy individuals are relatively invulnerable to
social comparisons (Boehm & Lyubomirsky, 2009), happy people’s emotions and self-regard are much less
impacted by comparisons with others than those of unhappy persons (Boehm & Lyubomirsky, 2009), unhappy
people are more responsive to both group and individual information, particularly in “failure” situations (Boehm
& Lyubomirsky, 2009), unhappy people engage in negative and maladaptive dwelling more so than do happy
people, and their excessive dwelling not only makes them feel bad, but brings about significant detrimental
outcomes (Lyubomirsky & Kasri, 2006), happy people are relatively more likely to report endowing past positive
life experiences and contrasting negative life experiences (i.e., considering how much better off they are today),
whereas unhappy people are relatively more likely to report ruminating about negative experiences and
contrasting positive experiences (i.e., considering how much worse off they are today) (Liberman et al., 2008).
Moreover, emotions were found to be related to satisfaction or dissatisfaction with different aspects of life: happy
people tend to be more satisfied with all of their available options (including the option they eventually choose)
and only express dissatisfaction in situations when their sense of self is threatened (Boehm & Lyubomirsky,
2009). In one interesting study people were asked to rate the attractiveness of several desserts, and they increased
their liking for the dessert they got and didn’t change their liking for the dessert they couldn’t get, while unhappy
people found the option they were given to be minimally acceptable (derogating that dessert after learning they
could keep it) (Lyubomirsky & Ross, 1999). In another study, after being accepted by individual colleges, happy
people boosted their liking and judgments of those colleges (Lyubomirsky et al., 2005). These findings suggest
that “happy people’s strategies of processing life events serve to prolong and preserve positive emotions, whereas
the strategies of unhappy individuals serve to dampen the inherent positivity associated with positive events and
to enhance the negative affect associated with negative events” (Boehm & Lyubomirsky, 2009).

How these positive psychology findings might be applied to economic psychology? The well-known scholar of
economic psychology R. A. Easterlin, who has created the famous “Easterlin income-happiness paradox” (2001)
argued that more income should bring greater happiness; nevertheless, aspirations grow along with income. In
other words, money does not bring happiness as certain expectations prevent that. This conclusion is absolutely
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true from the point of cognitive therapy. However, if we keep the notion that merely cognitions (expectations)
explain whether a person is happier or not, then what is the meaning of economic psychology? Wouldn’t it be
better to explore the cognitive profile of a happy person in all income groups, and then let cognitive therapists do
their work to increase happiness of societies?

Some research suggests it wouldn’t be better: income still matters for happiness. For example, Ball, R., &
Chernova, K. (2008) used data from the World Values Survey to investigate how an individual’s self-reported
happiness is related to the level of income in absolute terms, and the level of income relative to other people in the
country. They found that “both absolute and relative incomes are positively and significantly correlated with
happiness, quantitatively, changes in relative income have much larger effects on happiness than do changes in
absolute income, and the effects on happiness of both absolute and relative income are small when compared to
the effects several non-economic factors” (Ball, Chernova, 2008).

Nonetheless, some researchers still refer to the importance of cognitive factors in income-happiness relationship.
Greve, B. (2012) reasoned that, “in general, countries with a higher income per capita have higher levels of
happiness; nevertheless, as Easterlin has observed, an increase in income is not necessarily correlated with an
increase in happiness. Based upon recent data from the European Social Survey, Greve has tried to fill this gap by
looking at changes in happiness in the wake of the recent financial crisis and consequent change in income as
measured by gross domestic product per capita. However, the data for 15 European countries suggested that such
a causal relationship cannot be confirmed on the basis of the present limited data” (Greve, 2012). Likewise,
Becchetti, L., Corrado, L., & Rossetti, F. (2011) argued that “the standard money-happiness relationship provides
a partial and incomplete picture of the complex connection between happiness and income as it does not take into
account the role of peers and of reference group income and that of the dynamics between realizations and
expectations” (Becchetti, Corrado, & Rossetti, 2011).

Many researchers refer to the importance of social comparison in income- happiness relationships (but already
from the findings of Lyubomirsky we know that it matters just for unhappy people). Guven, C., & Sgrensen, B.
(2012) found that “reference group income negatively relates to own happiness and high perceptions about own
relative income, quality of dwelling and social class relate positively and very significantly to happiness.
Perceptions about income and status are more significant for females, and for low income, conservative, more
social, and less trusting individuals. Dwelling perceptions matter more for males, and for middle income, married,
conservative, more social, and less trusting individuals” (Guven & Serensen, 2012).

Interestingly, Clark, A. E., Frijters, P., & Shields, M. A. (2008) reasoned that income may be evaluated in relation
to others (social comparison) or to oneself in the past (habituation). They reviewed the evidence on relative
income from the subjective well-being literature, and concluded that “taking relative income seriously is an
important step toward greater behavioral realism in Economics, such that models and empirical analysis move
closer to how real people feel and behave. They concluded that utility functions including relative income terms
produce a wide variety of testable predictions regarding both well-being (measured by survey or neurologically)
and observable behaviors: it is not true that “anything goes.” Clark, Frijters, & Shields argue “there is need to
appeal to both direct measures of utility and observed behavior in order to obtain a better idea of what the utility
function looks like, and make policy recommendations in the best interest of society” (Clark, Frijters, Shields,
2008). Remarkably, Gundlach, E., & Opfinger, M. (2013) analyzed some applications of basic utility theory.
Researchers found a positive correlation between happiness and religiosity, a positive correlation between
happiness and income, and a negative correlation between religiosity and income (Gundlach, Opfinger, 2013).
What are the results of the other recent studies on income-happiness relationship and the related factors? They are
multiple and multivariate. Bruni L., & Stanca L. (2006) offered an alternative explanation of Easterlin’s income
happiness paradox: “television viewing in contemporary society, by raising material aspirations, contributes to
offset the effect of higher income on individual happiness” (Bruni & Stanca, 2006, p. 225).
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However, Schneider, L. (2013) has demonstrated that there is no significant, positive and robust impact of TV
consumption on material aspirations, even though this hypothesis cannot be totally disapproved, and suggested
applying a more direct approach of measuring the effect of TV on material aspirations (Schneider, 2013). Budria,
S. (2013) claimed that relative income effects cannot be regarded as constant across the subjective wellbeing
distribution, and that the results are consistent with previous findings as they show that happy individuals are
particularly successful at defending themselves against the potentially negative hedonic consequences of
unfavorable comparisons and in using social comparison information strategically to increase their subjective
wellbeing, while unhappy individuals tend to interpret unfavorable social comparison information more
pessimistically or to focus on their negative aspects (Budria, 2013).

Cullis, J., Hudson, J., & Jones, P. (2011) confirmed the importance for happiness of relative income, average
standard of living, marital status and age (Cullis, Hudson, & Jones, 2011). Fischer, C. S. (2008) revealed a modest
but real correlation between material well-being and national happiness (Fischer, 2008). Gleibs, I. H., Morton, T.
A., Rabinovich, A., Haslam, S. A., & Helliwell, J. F. (2013) showed that both money (individual income) and
community (social capital) can be the basis for individual happiness, however, the relative influence of each factor
depends on the context within which happiness is considered, and how this shapes the way people define the self
(Gleibs et al., 2013). Headey, B., Muffels, R., & Wooden, M. (2008) found that happiness is considerably more
affected by economic circumstances than previously believed: wealth affects life satisfaction more than income
(Headey, Muffels & Wooden, 2008). Powdthavee, N. (2010) suggested money buys little happiness, and a
reevaluation on how the calculation of compensatory packages to various shocks in the individual’s life events
should be designed (Powdthavee, 2010). Roszkowski, M. J., & Grable, J. (2007) demonstrated surprisingly weak
correlation between money and happiness: they found that net worth is a stronger correlate of satisfaction with
one's financial situation than is household income, but they could not demonstrate that net worth is also more
strongly associated with happiness with life in general (Roszkowski, & Grable, 2007). Zuzanek, J. (2013) found
that higher household income correlate positively with respondents’ retrospective assessments of life satisfaction,
but economic growth has not been accompanied by a corresponding rise of subjective wellbeing (Zuzanek, 2013).

Zhang, H., & Tsang, S. (2013) found that “a woman married to a husband with lower income tended to be less
happy with her marriage, but hopefully, this effect could be countered if there is more love in the sense of a
genuine concern about the well-being of the partner and a willing to make sacrifice for him” (Zhang & Tsang,
2013). Some findings look questionable: Kuroki, M. (2013) has even concluded that “happiness of the wealthy,
which can afford to lose some money as well as buy some safety, is not affected by the direct experience of
burglary or robbery”! (Kuroki, 2013). This conclusion could be highly doubted from the perspective of trauma

psychology.

To sum up, there is a variety of studies which suggests that this field needs additional exploration, as there are lots
of contradictions and paradoxes. It could be concluded that cognitive factors (expectations, social comparisons,
life evaluations, schemas) is the mediating part between income and happiness, however, positive psychology
suggests that happiness determines the effect of social comparison itself! This paradox could be named “cognitive
- emotional impact paradox”. Even though cognitive therapy model clearly points out to the primary role of
cognitions, positive psychology model refers to the possible primary role of some emotional factors.

In this paper we empirically examine how household income relates to emotions, cognitions, and satisfaction with
life. Various studies, including “World Value Survey”, indicate that for decades Lithuania has been among the
countries demonstrating the lowest scores on happiness and the highest rates of suicides in Europe. However,
according to the GDP data, Lithuania is not among the poorest countries of the world. On the contrary, Lithuanian
governments have claimed that the States’ economic situation has been progressing considerably since Lithuania
regained its’ independence in 1991. As Lithuanians still are not happier, and some of them (especially, low
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income groups) even create a lot of problems in society and other countries, this sample is particularly interesting
and relevant to explore. Therefore, we aimed at evaluating the cognitive - emotional processes underlying
“happiness - income relation”: association between emotions, cognitions, satisfaction with life, and household net
income.

We make the following new contributions. Firstly, we find that when people get low household income per
month, they report more intense negative emotions, and demonstrate less positive emotional states. Secondly, our
results suggest that people getting low household income per month express more negative cognitions and report
less positive cognitions. Thirdly, the results demonstrated strong relationship between positive cognitions,
positive emotions, and satisfaction with life. Our results contribute to the empirical literature on “income —
happiness” relationship by demonstrating that household income has no significant direct effect on satisfaction
with life, but there is a significant effect of household income on cognitions and emotions which, subsequently,
have an effect on satisfaction with life.

2.1. Survey and sample characteristics

This study used a test design utilizing a heterogeneous random sample of 1001 person representing Lithuanian
population. All the participants were personally asked to participate in the study. Lithuanian respondents were
personally interviewed at their home, the interview took approximately 1,5 hours. Lithuanian sample was selected
in a multi-scaled probabilistic way so that every citizen of Lithuania might have an equal probability to be
interviewed. The survey was performed in 2016. K- means analysis was applied to cluster the respondents into
low, medium and high household net income groups.

2.2. Measures
The measures used in this study included:

The Satisfaction with Life Scale or SWLS was used to assess psychological wellbeing. This measure was
developed by Ed Diener (Diener, Emmons, et al., 1985), and it involves five questions, rated on a Likert-type
scale including response options ranging from “totally disagree” to “totally agree”. The SWLS has been validated
in many contexts (Diener, 2004). The Satisfaction with Life Scale demonstrated acceptable reliability in this
study: SWLS Cronbach’s alpha for Lithuanian sample was = .89.

Emotional states scale. To assess specific states of Lithuanian population, we have created a modified version of
the Positive and Negative Affect Scale, created by Watson, 1994 and SPANE, created by Ed Diener and Robert
Biswas-Diener, 2009. All responses were anchored on a 6-point Likert scale, ranging from “never” to “always”.
Cronbach’s alpha for this sample was = .82.

Basic cognitions scale. To assess Lithuanians’ attitudes towards life, we have created a questionnaire based on
the works of positive psychology scholars (e.g., Diener & Seligman, 2004; Warburton, 1996; Veenhoven, 2003;
Ryan & Deci, 2000; Tov & Diener, 2009; Sirgy & Wu, 2009; Sirgy, 2012; Seligman, 2011; Ryff & Singer, 1996;
Parducci, 1995; Hayborn, 2008; Diener, Wirtz, Tov, Kim-Prieto, Choi, Oishi & Biswas-Diener, 2010). It involves
questions, rated on a Likert-type scale including 6 — point response options ranging from “totally disagree” to
“totally agree”. The self-reported measure of basic cognitions is constructed from the following questionnaires:
Flourishing scale, Ed Diener and Robert Biswas-Diener, 2009; Hadley Cantril’s Self-Anchoring Striving Scale,
1965; PSYCAP, F. Luthans, 2007. All the listed questionnaires, presented in this study, demonstrated acceptable
reliability: Cronbach’s alpha for this sample varied from .80 to .92 (n=1001).
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Survey was held in: Vilnius, Kaunas, Klaipéda, Siauliai, Panevézys, Alytus District, Sakiai District, Utena
District, Tauragé District, Svenéionys District, Raseiniai District, Kupiskis District, Molétai District, Akmené
District, Rokiskis District, TelSiai District, MaZeikiai District, Marijampolé District, Trakai District, Varéna
District, Kretinga District and Ukmergé District. The research was conducted in 19 cities and 24 villages.

3. Results
3.1. Effect of household income on self-reported emotional states

A one-way between subjects ANOVA was conducted to compare the effect of household income per month on
emotional states during the last week in clustered low, average, and high household income conditions.

There was a significant effect of household income per month on negative emotional states at the p<.05 level for
the following emotions: anger F(2, 906) = 3.10, p = .045, np2 = .007, despair F(2, 903) = 8.26, p = .000, np2 =
.018, fear F(2, 902) = 5.51, p =.004, np2 = .012, sadness F(2, 904) = 5.06, p =.007, np2 = .011.

However, there was not a significant effect of household income per month on emotional states at the p<.05 level
for the following emotions: anxiety F(2, 906) = 1.56, p = .210, shame F(2, 895) = 0.10, p = .904, guilt F(2, 903) =
2.63, p =.528.

Posthoc analyses using Tukey’s HSD indicated that the mean anger score was significantly higher for medium
household income group to compare with low income group (p=.036), but significantly lower to compare with
highest income group which demonstrated the highest anger scores (p=.041).

Sadness was significantly higher for low household income group to compare with medium income group
(p=.004), but the highest income group did not differ significantly between participants with low or medium
income.

Interestingly, there was a significant effect of household income per month on positive emotional states at the
p<.05 level for the following emotions: peace F(2, 897) = 6.64, p =.001, np2 = .015., happiness F(2, 896) = 8.39,
p = .000, np2 = .018., optimism F(2, 897) = 8.87, p = .000, np2 = .019., hopefulness F(2, 896) = 8.29, p = .000,
np2 =.018, joy F(2, 897) = 6.23, p=.002, np2 = .013.

Post hoc comparisons using the Tukey HSD test indicated that the mean score of above listed positive emotions
was significantly different for the low, medium and high household income groups: the mean peace score was
significantly higher for the high household income group to compare with low income group (p=.004) or medium
household income group (p=.039).

Happiness mean score was significantly lower for low household income group to compare with medium
household income group (p=.002) or high household income group (p=.033). However, the medium and high
household income groups did not differ significantly.

Optimism was significantly lower (p=.001) for the low income group to compare with medium income group, but
the high income group did not differ significantly between participants with low and medium income.
Compassion was significantly higher for the high household income group to compare with low income group
(p=.031), but it did not differ significantly to compare with medium income group.
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Hopefulness was significantly higher for medium household income group to compare with low income group
(p=.001), but the high income group did not differ significantly between participants with low and medium
income.

The mean score of joy was significantly lower for low income group (p=.012), but the high household income
group did not differ significantly between participants with low and medium income.

Taken together, these results suggest that household income per month really do have an effect on emotional
states. Specifically, our results suggest that when people get low household income per month, they report more
intense negative emotions, and demonstrate less positive emotional states. However, it should be noted that
household income differences level must be high in order to see an effect. High household income appears to
significantly increase positive emotions and diminish negative emotions to compare with low household income
group, and medium household income appears to significantly increase positive emotions and diminish negative
emotions to compare with low household income group, but mostly high household income does not appear to
significantly increase positive emotions and diminish negative emotions in compare to medium household income

group.
3.2. Effect of household income on cognitions

A one-way between subjects ANOVA was conducted to compare the effect of household income per month on
cognitions (perceptions of self and life) in low, average, and high household income conditions.

There was a significant effect of household income per month on perceptions of self and life at the p<.05 level for
the following positive cognitions: “I have clear life goals” F(2, 903) = 21.50, p =.000, np2 = .045, “I think I am a
happy person” F(2, 905) = 19.89, p = .000, np2 = .042, “There are a lot of people with whom ever I can openly
talk about my concerns” F (2, 904) = 3.21, p = .041, np2 = .007, “I am satisfied with my life” F(2, 909) = 26.30, p
=.000, np2 = .055, “My life is valuable” F(2, 908) = 19.98, p = .000, np2 = .042, “I trust in myself, that I will
successfully overcome the difficulties / challenges of life”” F(2, 909) = 15.40, p = .000, np2 = .032.

Posthoc analyses using Tukey’s HSD indicated that in low income group were significantly weaker expressed all
positive cognitions. Significantly weaker was expressed cognition “T have clear life goals” to compare with
medium (p=.000) and high (p=.001) household income groups, cognition “I think I am a happy person”, to
compare with medium (p=.000) and high (p=.001) household income groups, cognition “There are a lot of people
with whom ever I can openly talk about my concerns” to compare with medium (p=.000) and high (p=.001)
household income groups, cognition “I am satisfied with my life” to compare with medium (p=.000) and high
(p=.001) household income groups, cognition “My life is valuable” to compare with medium (p=.000) and high
(p=.001) household income groups, cognition “I trust in myself, that I will successfully overcome the difficulties /
challenges of life” to compare with medium (p=.000) and high (p=.001) household income groups.

Taken together, these results suggest that household net income per month really do have an effect on cognitions.
Specifically, our results suggest that people getting low household income per month, express more negative
cognitions and less positive cognitions.

3.3. Satisfaction with life in high, medium and low household income groups in positive and negative
emotional clusters

A 2 X 2 factorial analysis of variance tested the effects of the household income and emotions on respondent’s
satisfaction with life. Results has indicated a significant main effect for the emotions factor, F (1,886) = 27.01, p =
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.000, np2 =.03. As hypothesized, those who reported more positive emotions showed higher satisfaction with life
(M =3.71, SD=.88) compared to those who reported more negative emotions (M = 2.87, SD=.96).

Results has also indicated a significant main effect for the income factor, F (2,886) = 6.09, p = .002, np2 =. 014.
People in the low income group were the least satisfied with life (M = 3.40, SD=.98) compared to medium
income group (M = 3.76, SD=.90) or high income group (M = 4.12, SD=.85). Posthoc analysis using Bonferroni
indicated that mean difference in satisfaction with life was significant for low and medium income group
(p<.001), as well as low and high income group (p=.001), however, as demonstrated in Table 1, the mean
difference was not significant for medium and high income groups (p=.270).

Table 1.
Satisfaction with Life Means for Different Household Income and Emotions Groups.
Household income groups, per month Emotions clusters M SE 95% ClI

Low Negative emotions 2.82 .063 [2.70,  2.94]

Positive emotions 3.62 .040 [3.54, 3.70]

Medium Negative emotions 3.16 .146 [2.88,  3.45]

Positive emotions 3.91 .073 [3.76,  4.05]

High Negative emotions 2.30 .629 [1.06, 3.53]

Positive emotions 4.32 .210 [3.91, 4.73]

Note. M=mean, SE = Standard Error, Cl = confidence interval.

A 2 X 2 factorial analysis of variance tested the effects of the household income and cognitions on respondent’s
satisfaction with life. Results has indicated a significant main effect for the cognitions factor, F (1,870) = 18.74, p
=.000, np2 =.021. As demonstrated in Table 2, those who reported more positive cognitions, showed higher
satisfaction with life (M = 4.11, SD=.77) compared to those who reported more negative cognitions (M = 3.07,
SD=.92).
Table 2.
Satisfaction with Life Means for Different Household Income and Cognitions Groups.

Household income groups, per month Cognitions clusters M SE 95% ClI
Low Negative cognitions 3.05 .041 [2.97, 3.13]
Positive cognitions 4.07 .058 [3.96, 4.18]
Medium Negative cognitions 3.13 .103 [2.92, 3.33]
Positive cognitions 4.19 .082 [4.03, 4.35]
High Negative cognitions 3.80 .502 [2.81, 4.78]
Positive cognitions 4.17 217 [3.75, 4.60]

Note. M=mean, SE = Standard Error, Cl = confidence interval.

Furthermore, bivariate correlation of positive cognitions, positive emotions and satisfaction with life revealed
strong significant (p<0.001) positive relationships between the factors, as demonstrated in Table 3.
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Table 3.
Bivariate Correlations of Positive Cognitions, Positive Emotions, and Satisfaction with Life.
M SD Positive cognitions Positive emotions
1. Positive cognitions 4.05 (.79) 1
2. Positive emotions 3.82 (1.32) .530** 1
3. Satisfaction with life 3.52 (1.05) .B57** .500**

**_Correlation is significant at the 0.01 level (2-tailed).

Structural equation modeling (SEM) using software package AMOS has been applied to investigate theory-
derived structural hypotheses. The results are demonstrated in Table 4 and Figure 1.

Table 4.
Unstandardized, Standardized, and Significance Levels for Model in Figure 1 (Standard Errors in Parentheses)
Parameter Estimate Unstandardized Standardized p
Total household net income — Cognitions .00 (.00) .26 .00
Cognitions — Emotions .90 (.05) .55 .00
Emotions — Satisfaction with life .15 (.02) 19 .00
Cognitions — Satisfaction with life .74 (.04) .56 .00
Total household net income — Satisfaction with Life .00 (.00) .03 .25

/ Positive cognitions w&

03 i . . :
Total household income 3 @ - Satisfaction With Life
Positive emotions
Figure 1.

Structural Equation Model of Interactions between Total Household Net Income, Positive Cognitions, Positive
Emotions, and Satisfaction with Life (Standardized Solution).

Taken together, the results mean that household net income has no significant direct effect on satisfaction with
life (B =.029; p=.246), R? = .454, % (1, n = 916) = 0.16, p=.690, RMSEA =.000; CMIN/DF=.159, RFI =.998.
However, there is a significant effect of household net income on cognitions (8 = .262; p<0.001), and,
subsequently, there is a significant strong effect of cognitions on emotions (/5 = .548; p<0.001). Moreover, there is
a significant effect of cognitions (5 = .564; p<0.001) and emotions (£ = .189; p<0.001) on satisfaction with life.
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Conclusions

The presented study aimed at evaluating the effect of household income on cognitions, emotions and satisfaction
with life in Lithuanian representative sample. There was found a significant effect of household income per month
on several negative emotional states.

Interestingly, there was a significant effect of household income per month on positive emotional states for the
following emotions: peace, happiness, optimism, hopefulness, joy. Taken together, these results suggest that
household income per month really do have an effect on emotional states during the last week. Specifically, our
results suggest that when people get low household income per month, they report more intense negative
emotions, and demonstrate less positive emotional states.

However, it should be noted that household income differences level must be high in order to see an effect. High
household income appears to significantly increase positive emotions and diminish negative emotions to compare
with low household income group, and medium household income appears to significantly increase positive
emotions and diminish negative emotions to compare with low household income group, but mostly high
household income does not appear to significantly increase positive emotions and diminish negative emotions in
compare to medium household income group.

The results have also demonstrated a significant effect of household income per month on perceptions of self and
life for the negative cognitions. These cognitions were more expressed in low household income group.
Moreover, there was a significant effect of household income per month on perceptions of self and life for some
positive cognitions. These results suggest that household income per month really do have an effect on cognitions.
Specifically, our results suggest that when people get low household income per month, they express more
negative cognitions and less positive cognitions.

The analysis of effects of the household income and emotions on respondent’s satisfaction with life has indicated
a significant main effect for the emotions factor. Those who reported more positive emotions showed higher
satisfaction with life compared to those who reported more negative emotions. Results have also indicated a
significant main effect for the income factor. The mean difference in satisfaction with life was significant for low
and medium income group, as well as low and high income group, however, the mean difference was not
significant for medium and high income groups.

The analysis of effects of the household income and cognitions on respondent’s satisfaction with life has indicated
a significant main effect for the cognitions factor: those who reported more positive cognitions, showed higher
satisfaction with life compared to those who reported more negative cognitions.

Bivariate correlation revealed strong significant positive relationships between positive cognitions, positive
emotions and satisfaction with life.

Our results contribute to the empirical literature on “income — happiness” relationship (Easterlin, 2001; Diener,
2004; Graham, 2010). The results support model of R. A. Easterlin on the importance of cognitions in “money-
happiness” association. Moreover, it supports works of E. Diener on the higher impact of money on happiness in
poorer societies.

Structural equation modeling (SEM) demonstrated that household net income has no significant direct effect on
satisfaction with life, but there is a significant effect of household income on cognitions, and a significant effect
of cognitions on emotions. Subsequently, cognitions and emotions have an effect on satisfaction with life.
Therefore, our results contribute to the theoretical discussion on household income and satisfaction with life role
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in A (activating factor) - B (beliefs) - C (consequences) model. Low household income activates Lithuanian’s
negative cognitions, life and self- perceptions, which might give rise to negative emotional states, inability to feel
peacefulness, happiness, and these factors altogether lower Lithuanians’ satisfaction with life. Nevertheless, the
present study still cannot explain “cognitive - emotional impact paradox”. The results affirm the role of cognitive
factors; however, some authors (e.g., Diener, 2010) would argue that satisfaction with life itself is a cognitive
component of subjective wellbeing. The core of “cognitive - emotional impact paradox” is that cognitive factors
(expectations, social comparisons, life evaluations, schemas) is the mediating part between income and happiness,
however, positive psychology suggests that happiness determines the effect of social comparison itself. Cognitive
therapy model would point out to the primary role of cognitions in “money-happiness” relationship, but positive
psychology refers to the possible primary role of emotional factors, and this paradox needs further exploration.
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