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ABSTRACT

Question: Self-employment involves advantages and disadvantages and it is worth knowing
what the balance of the effects is and how that balance varies across persons and situations, in
particular for people who face a choice between self-employment and wage-employment.
Approach: We take stock of the available research findings on the relation between
self-employment and happiness. We focus on happiness in the sense of life-satisfaction.
Method: We draw on the World Database of Happiness, in which we found 138 correlations,
reported in 34 publications. This online “findings archive’ holds electronic ‘finding pages’ on
which research results are described in a standard format and terminology. In this paper, we use
links to these finding pages and this allows us to summarize the main trends in the data in a few
tabular schemes.

Results: The available findings show that generally the self-employed are a bit happier than
their native general public but less happy than the wage-employed. Wage-employed and
unemployed become happier after change to self-employed, but the self-employed tend to get
somewhat less happy over time. As opportunity entrepreneurs, the self-employed who change
from wage-employed are happier than the others who change from unemployed to become
necessity entrepreneurs.

Limitations: The available data tell us little about variation in the effect of self-employment for
different kinds of people.
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1.1

INTRODUCTION

Why study the happiness of the self-employed ?

In this paper, we review the available knowledge on the happiness of self-employed people:
Who needs this information for what purpose?

Pursuit of happiness

Most people want to be happy and look for opportunities to achieve a satisfying life. This
pursuit seems to be universal (\Veenhoven, 2000), but it is particular pronounced in
contemporary modern society. Our heightened interest in happiness has several reasons, one of
which is the greater awareness that a satisfying life is possible today and that happiness is
something over which we have considerable control. A related reason is that we now live in
societies in which we have a lot of choice, for instance, we can choose what education we
follow, whether we live together or single and have children or not. This is creating a growing
demand for information about the consequences of such choices on our happiness (Veenhoven
2008).

Relevance of work

Work is one of the most important parts of our lives, we spend about one third of our lifetime
working. Consequently, the kind of work we do will have an impact on the quality of our lives.
There is much choice among kinds of work: one can choose among many occupations which
differ in pay and work-conditions, work full-time or part-time and work at a work-place or at
home. A further option is to work for one-self or for an employer.

Self-employment or wage-employment

Today, most of the work-force is in wage-employment, but a considerable share is
self-employed (OECD, 2000). Self-employment is most common in farming, small business
and the service sector (Hipple, 2010). The share of self-employed in the workforce is increasing
(OECD, 2000), among other things because of flexibility demands in modern market
economies (Wilczynska, Batorski & Sellens,2015). As a result, ever more people face a choice
between wage-employment and self-employment. At the same time, policy makers face the
question of encouraging self-employment or not.

Advantages and disadvantages of self-employment

Self-employment comes with advantages and disadvantages, and it is worth knowing what the
balance of the effects is. The self-employed consistently report higher satisfaction with their
jobs mainly because of their greater autonomy, but also because they have more flexibility,
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better skill utilization and, to some extent, higher (perceived) job security (Hundley, 2001).
Being one’s own boss has been shown to increase an individuals’ satisfaction with their job
(Hamilton, 2000), and self-determination promotes satisfaction with self-employment which is
highly valued by self-employed individuals (Benz and Frey, 2008a).

Looking at the disadvantages of self-employment, the self-employed work under a lot of
pressure, they can lose sleep with worry, placing more weight on work than they do on leisure
(Blanchflower, 2004) and some of them have lower incomes than the employed. In addition to
lower incomes, the self-employed have longer working weeks than paid employees (Hyytinen
& Ruuskanen, 2007), and dealing with employees if you have them can be stressful. In a word,
being self-employed is tough work, you can gain a lot and lose a lot. Self-employment is not for
everyone, yet a surprisingly high proportion of wage-employees say they would prefer to be
self-employed (Blanchflower, 2004).

Information demand
For an informed choice, decision makers must estimate a balance of these effects. One way to
estimate that balance is to consider the final effect on happiness.

In this context, individuals would like to know how happy self-employed people typically
are compared to wage-employed people and whether people who change from
wage-employment of self-employment tend to become more or less happy. Next to such a
general orientation, they would like to know how self-employment tends to work out on the
happiness of people like them, that is, people in a similar profession and personal situation. For
example, a lawyer who is considering starting to work for his or herself, would like to know
how other lawyers who have made this decision have fared, in particular lawyers of a similar
age, family situation and personality.

Likewise, policymakers want to know how self-employment pans out for the average
citizen in their countries, and in that context also want to know how self-employment tends to
work out on the happiness of working people in general, and in particular segments of the
work-force, such as among women or the elderly.

Opinions on the effects of self-employment on happiness differ widely and are often geared
by special interest and hearsay. Hence well-informed choice requires sound scientific data.

Earlier Research on job-satisfaction of the self-employed

As noted above, several studies have found higher job-satisfaction among the self-employed
than among the average wage employed (Benz & Frey 2008a, Paolo & Maloney 2012). The
higher job satisfaction of the self-employed, however, does not necessarily imply more
satisfaction with our life as a whole. Satisfaction with one’s work can go at the cost of
satisfaction with one’s life as a whole, such as in the case of the workaholic academic who
loved his work more than his wife and ended up lonely in his study.



In this paper we focus on the the life satisfaction of the self-employed, since this is the best
available indicator of the balance of effects of self-employment.

1.3 Research questions

1 Avre the self-employed happier in general, compared to the general public of their country,
the wage-employed and non-working people?

2 Is the situation different in different nations?

3 What is the relationship between a self-employed individual’s happiness compared to that
of the different kinds of wage-employed and non-working people?

4 Which kind of self-employment, such as independent professional, or self-employed with
and without employees, brings the greatest happiness when comparing with the
wage-employed?

5 How does a person’s happiness change if they change their employment status?

1.4 Approach: research synthesis

We sought answers to these questions by taking stock of the available research findings on the
relationship between self-employment and happiness. For that purpose, we used the World
Database of Happiness, an online findings-archive which allows a new review technique, to be
explained in section 3.3.

1.5 Structure of this paper

The paper consists of six sections, after this introductory section 1, in section 2 we define the
concepts of happiness and self-employment and explain how these things are measured. In
section 3 we describe the ‘findings archive’ and its use for this research review. Next in section
4 we present the answers to our research questions based on the reviewed research findings. We
discuss the results in section 5 and conclude in section 6.

2 CONCEPTS AND MEASUREMENT

2.1 Happiness

Definition of happiness
The word “‘happiness’ has been used in many ways in different scientific disciplines. In
philosophy it is mostly used to denote a “‘good life’ in an objective sense. In the social sciences
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the word happiness refers typically to subjective well-being and in that context to mental states,
such as sense of identity and satisfaction with various aspects of life. In this paper we follow
Veenhoven’s definition of happiness as satisfaction with one’s life as a whole. That is: the
degree to which an individual judges the overall quality of his/her life-as-a-whole favorably, in
other words: how much one likes the life one leads (Veenhoven 1984: 22). This definition is
leading in the World Database of Happiness on which we have drawn for this research
synthesis.

Components of happiness

When assessing how satisfied we are with our life as a whole, we draw on two sources of
information, regarded as ‘components’ of happiness: (1) how well one feels most of the time,
referred to as ‘hedonic level of affect’ (2) to what extent one perceives one is getting from life,
what one wants from it, referred to as ‘contentment’ (Veenhoven 1984:25-27; 2018).

Measurement of happiness

Since happiness is defined as something that is on our mind, it can be measured by asking
people to answer questions. A common survey question on happiness is “All things considered,
how satisfied are you with your life as-a-whole these days?”” The answer is transformed to a
10-point scale, where 1 stands for ‘completely dissatisfied” and 10 for ‘completely satisfied’.

Some other illustrative questions are:

e Questions on overall happiness:
o Taking all together, how happy would you say you are these days?
o How satisfied are you with your life as a whole?

e Questions on hedonic level of affect:
o Would you say that you are usually cheerful or dejected?
o0 How is your mood today? (Repeated over several days)

e Questions on contentment
o0 How important are each of these goals for you?
o0 How successful have you been in the pursuit of these goals?

Research on happiness

Happiness was a common topic in ancient Greek philosophy and got renewed interest in the
18" century philosophy, the Age of Enlightenment. In the middle of the 20" century, happiness
became a subject of empirical research, survey research in particular. Today, there is a large
number of empirical studies on happiness and this number is only set to increase. To date
(August 2018), the Bibliography of Happiness of the World Database of Happiness lists 6524
reports of the empirical studies and it is expected that there will be approximately another 250
published before the end of this year.



2.2

World Database of Happiness

Itis very difficult to keep track of all that is published on happiness, even for specialists, and for
that reason a findings-archive was established in 1984, in which quantitative research outcomes
are presented in a uniform format and sorted by subject. The findings archive is freely available
on the internet at: https://worlddatabaseofhappiness.eur.nl/index.html (Veenhoven 2018). The
structure of this archive is presented in Figure 1.

This World Database of Happiness is made up of four “collections’: 1) the Bibliography of
Happiness, 2) the collection of ‘Measures of Happiness’, 3) the collection of ‘Distributional
findings’ and 4) the collection of ‘Correlational findings’.

The conceptual focus of the archive is happiness in the sense of life-satisfaction, as defined
above. Hence all contents has been screened for fit with this concept, which involves close
reading of scientific publications on happiness. After a publication has passed this selection on
conceptual fit, it is entered in the ‘Bibliography of Happiness’. To date (August 2018), this
collection includes 12476 publications, of which 6524 report an empirical study.

The key part of the finding archive is electronic “finding-pages’ that summarize, in a
standard format, a particular research finding. This part consists of two kinds of findings:
1)’Distribution findings’, which describe how happy people are in a particular status and 2)
‘Correlation findings’, which describe the degree to which other things than happiness go
together with happiness. So far (Augest 2018), there are 12533 distributional findings in the
general public and 15579 correlational findings observed in 2062 studies, excerpted from 1634
publications. As it stands, the World Database of Happiness is the best available source of data
on the condition of happiness, containing as it does systematic collections on happiness
findings for synthesis research on happiness.

This review is based on the 138 correlational findings on *“Happiness and Self-employment’
entered in the World Database of Happiness.

Figure 1 about here

Self-employment

Definition of self-employed

The term ‘self-employed’ denotes people who find their own work rather than being provided
with work by an employer, people who earn an income from their own trade or business can be
regarded as self-employed. They can also be a professional such as a doctor, dentist or
psychotherapist.

Types of self-self-employed
Self-employment is classified by the type of work, working time and business characteristics.
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Social scientists also have their own classification criteria. Falco (2012) divides the
self-employed into two categories, those who employ others and those who do not. Hessels
(2017) sorts the self-employed by skill level.

Some individuals choose to be the self-employed willingly, they typically change from
wage-employment to operating an opportunity entrepreneurship. Others are forced, often by
economic circumstances, into self-employment to escape unemployment and having no income
or too low an income. These self-employed we call necessity ‘forced’ self-employed their
entrepreneurship puts them under severe pressure, but not working would be worst.

Measurement of self-employment
Like happiness, self-employment can be measured using self-reports. Typical questions are:

e Questions on work category:
o0 What kind of work do you (did you normally) do? That is, what (is/was) your job
called?
o (Are/Were) you self-employed or (do/did) you work for someone else?
e Questions on main duties:
0 What (do/did) you actually do in that job? Tell me, what (are/were) some of your
main duties?
e Questions on salary:
o0 Who pay your salary?

3 METHODS

For this research synthesis, we first gathered all the available quantitative research findings on
the relationship between happiness and self-employment having clearly defined in our minds
what we mean by the terms happiness, self-employed, wage-employed and unemployed. We
then organized the findings and added links to the online details of the actual papers. Finally, we
presented these findings in the uncomplicated form of findings tables.

3.1 Gathering of research findings

In order to gather the relevant studies, we used the Bibliography of World Database of
Happiness to search for research reports on the subject of ‘Happiness and Self-employment’.
Then to complete that collection, we searched other databases* using terms such as ‘happiness’,

4 Google Scholar, ScienceDirect, OECDilibrary
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3.2

3.3

‘life satisfaction’, ‘subjective well-being’, ‘self-employment’, ‘employment status’,

‘wage-employment’, ‘non-working people’. All the reviewed studies had to meet the following

criteria:

1. Areport had to be in English or Chinese

2. The study should deal with happiness in the sense of life satisfaction as defined in
Veenhoven (1984) (cf. 2.1)

3. The study had to use a valid measure of happiness (cf. 2.1)

4.  The study results should have been obtained using some type of quantitative analysis.

Studies found

We collected 34 scientific publications on happiness and self-employment, listed in the subject
sections Happiness and self employnment, Happiness and kind of occupation, and Happiness
and possession of a business of the Bibliography of Happiness July 2018. All these papers had
been published between 1997 and 2014. Together, the studies covered 1,537,559 respondents
and 34 different countries. A review of these publications, gave us a set of 138 “findings”, most
of the them were cross-sectional, 88.4 %, the rest longitudinal 11.6%. We present an overview
of all findings in table 1.

Table 1 about here

Format of this research synthesis

Reviews of research typically summarize the main trends in research findings in verbal
statements, followed by references to publications in which such findings have been reported.
Though the source publications are listed at the end of the paper, they are not easily assessable
for the reader and therefore a reviewer’s interpretation (bias) cannot easily be controlled.

In this review paper, we use a new format that takes advantage of the on-line availability of
detailed information in the above-mentioned World Database of Happiness. In this text, the
reader will see fewer references than usual in an academic review paper. However, the
electronic version contains many links to finding-pages in the World Database of Happiness, on
which the reader will find full details of the finding obtained in a particular study, including
sampling, measurement and statistical analysis. This allows us to make controllable statements
about main trends in the data without burdening the reader with detail, yet the reader can check
the data if they should so wish.

This way of summarizing research findings has several advantages over traditional reviews
that are limited to the possibilities of the printed page. Checking with the available data is easier
as the links provided in this text lead the reader directly to standardized descriptions of research
findings, all of which contain a traditional reference to the original research report. Referencing
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is also more complete; traditional reviews must often cite selectively, since they cannot mention
all the available data in the limited space available in a printed journal article. Our new method
allows all research reports to be taken into account and thus avoids the danger of ‘cherry
picking’; it also allows a more complete description of pertinent findings. While traditional
reviews typically condense the available information into a few columns, contained in a
summary table, our new method provides easy access to much more detailed information in
on-line “finding pages’.

An additional advantage of using the World Database of Happiness as the source for this
review is that it is conceptually specific. As noted above, this archive is strictly restricted to
research findings obtained using measures of happiness that fit the definition of happiness as
the subjective enjoyment of one’s life-as-a-whole (cf. section 2.1). As such this source is more

informative than a literature searches on the keyword ‘happiness’, in which this word is used
without considering the meaning denoted.

This technique has been applied in an overview of all findings on happiness by
Veenhoven (2015a) and in reviews of the research literature on the relationship between
happiness and private wealth (Jantsch & Veenhoven 2018), happiness and consumption
(Veenhoven et al. 2018), happiness and healthy eating (Veenhoven 2018f) and on freedom and
happiness in nations (Abdur Rahman & Veenhoven 2017).

Presentation of the findings

We present the findings in tables, starting with a table of all findings on happiness and
self-employment and then tables specifying findings by places and publics. In these tables,
observed statistical relationships are indicated using plus (+) or minus (-) singes, which link to
‘finding pages’ in the World Database of Happiness that provide full detail.

Notation of statistical relationships
We report all statistical relations observed, irrespective of the size. Positive relations are

indicated with a +, negative correlations with a —. A significance test is reported using a bold

sign: + or — When the correlation is insignificant and the direction of correlation is not
reported, we use a 0. When different results are reported across sub-populations or in different
specifications, we use a string of symbols, e.g. +/+/0/-. Here the subsequent controls have

reduced an initial positive correlation to a negative correlation. As noted above, the signs,
single or in string, link to finding pages in the World Database of Happiness. Using
control+click the reader will get to the page containing the full detail about a particular research
finding.
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Organization in tables

Findings are sorted by the research method used; we discern three methods: 1) cross-sectional
studies in which the same-time correlation between levels of consumption and happiness is
assessed, 2) longitudinal studies, in which the relation between change in consumption and
change in happiness is assessed and 3) experimental studies, in which effects of induced change
in consumption on change in happiness is assessed. Longitudinal and experimental studies
provide more information about causality, while experimental studies provide most information
about the direction of causality. The latter studies are the most informative, yet the least
numerous.

In all these approaches, there is the possibility of spurious relationships, such as that a
positive correlation between consumption and happiness is driven by a third factor, e.g.
marriage, where marriage affects both consumption and happiness, while consumption and
happiness are otherwise unrelated. This problem is most pressing in cross-sectional studies, but
can also exist in longitudinal and experimental studies. To weed out such false relationships,
most studies compute partial correlations, using different methods of multi-variate analysis.
This approach involves the danger of over-control, in which true variance is removed, for
example when control for marital status wipes out the correlation between wage-employment
and happiness, while having a steady job actually adds to happiness through better marriage
chances.

Note: most studies report findings using more than one method, thus the same finding
pages will appear in different columns of the tables of this review.

Organization of tables

Since we wanted to know what kinds of people profit most or least from self-employment, we
specified the findings by populations as far as possible. These specifications are presented in
separate tables.

4  RUSULTS

4.1 Overview of all findings: A mixed pattern

All the findings are presented in table 1. Signs are used to indicate the observed differences in
happiness of the self-employed with three comparison groups: 1) the general public in an
individual’s country, 2) wage-employed people and 3) non-working compatriots. Two kinds of
studies are distinguished, cross-sectional and longitudinal, the results of each split into
zero-order correlations and partial correlations (cf. section 3.3). The results are mixed, with +
and — almost equally represented. The observed differences tend to be small, only 17.5% of the
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observed differences were statistically significant, these signs are prints in bold +and —. No

clear pattern emerges at first sight, but we see more structure in the data if we consider the rows
in table 1 individually and look at the +/—ratios.

The self-employed are a bit happier than their native general public, and people become
happier than the general public after a change to self-employment
Among the cross-sectional findings, the one bivariate correlation is positive, which indicates

that the self-employed tend to be happier than the general public. The many partial correlations
show a more mixed pattern, there are 24 positive correlations, of which 10 are statistically
significant, and there are 21 negative correlations, of which 10 are significant.

One source of these differences might be found in the variables that have been partialled
out. In this context, income may distort the picture. If the self-employed earn more than their
compatriots, and are happier for that reason, any control for income will wipe the advantage
away and leave us seeing only the negative effects of self-employment on happiness. We
checked this explanation by looking at the control variables used (control+click) in each study
to see that income was controlled in almost all the partial correlations. We therefore concluded
that the self-employed tend to be a bit happier than general public.

Three findings are positive in the longitudinal cohort studies, two of which are significant.
One negative outcome concerns the changes in happiness among people who remain
self-employed, this approximates to zero. Together these findings suggest that a change to
self-employment tends to go with greater happiness, but we do not know what comes first; the
change to self-employment which may have bolstered happiness, or a rise in happiness which
may have facilitated a change to self-employment.

4.1.2 The self-employed are less happy than the wage-employed, but working people become
happier than the wage-employed after they change to self-employment.
There is considerable research on the differences in happiness between the self-employed and

the wage-employed. Among the cross-sectional findings summarized in table 1, the negative
zero-order correlations largely outnumber positive correlations, by a ratio of 1 to 2.6. The few
significant correlations balance, two positives against two negatives. Most of the correlations
have been found in the repeated cross-section surveys in EU member states and Norway using
the Eurobarometer. So far the findings suggest that the self-employed tend to be less happy than
wage-employed in these European nations.

The pattern reverses in the partial correlations, here the positive relations slightly
outnumber the negative relations, and again the statistically significant positive and negative
partial correlations balance. Once more, the difference seems to be in the control for income.
Net of earnings, the self-employed may be less happy than the wage-employed, but this does
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not mean that self-employment has made them less happy, rather that their happiness advantage
rests, at least partly, in their higher earnings.

Eight follow-up studies have found that self-employed people became happier than the
wage-employed after a change to self-employed, though none of these studies found any
statistically significant effects. The one positive partial correlation was also controlled for
income, but this did not change the direction of the correlation. This suggests that the
advantages of self-employment outbalance its evident disadvantages, such as future uncertainty,
long working hours and entrepreneurial risk. The control for income suggests that the
advantages of self-employment are not only financial.

4.1.3 The self-employed are about equally happy as non-working people and non-working
people do not become happier after a change to self-employment.
The findings presented in the bottom row of table 1 show considerable variation. At first sight,
there is no difference between the happiness of the self-employed and non-working compatriots,
like housewives, students and the retired. We see about equally as many + and — signs, which
suggests that there is not a significant difference between the happiness of those who are
self-employed and the non-working.

However, 4 of the 6 partial correlations suggest that the self-employed tend to be less
happy than non-working people; three significant correlations against one positive partial
correlation. Control for income is not appropriate in this case, since non-working people
typically have less income than working people. Likewise, control for health and age will play
us false, since bad health and youth or old age are often reasons for not working. Control for
unemployment rate can not be ignored, an individual going into self-employment to escape
unemployment becomes a “forced” entrepreneur and typically has lower life satisfaction
(Binder, 2012). Other non-working compatriots are rarely affected by lack of work it is the
unemployed who want work that are affected, thus there is a direct relationship of
unemployment state on the happiness of unemployed non-workers.

The problems of heterogeneity are largely bypassed in follow-up studies. The four findings
we found of this kind were not conclusive. Two studies find that people became happier than
non-working people after a change to self-employment and two observed a relative decline in
happiness, none of the above findings are significant. This can either mean that little happiness
is gained by a change to self-employment or that non-working people became happier relative
to wage working and self-employed people.

Table 1 about here
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4.2 Specifications by nation: self-employed happier in some countries

The effects of self-employment on happiness will be contingent on external conditions,
economic conditions in particular, such as the economic tide and social security in the country.

4.2.1 Mixed findings on difference in happiness between self-employed and the general public
The available findings on the relation between the happiness of the self-employed and the
happiness of the general public are sorted by nation in table 2a. As can be seen, the
cross-sectional data are mixed showing positive and negatives signs. None of the correlation
have been controlled for GDP or other national characteristics, so it is not possible to determine
the effect of a nation’s economic prosperity on the happiness of that nation’s self-employed.

There were four positive findings for the self-employed being happier in China and Russia
with two negative ones in Japan, which indicates the self-employed are not happier than the
general public in these upper economic level nations. Conversely in the Netherlands and
Germany, there were 4 negative outcomes though these countries have booming economies.
Again, an opposite result was found for Sweden, the 5 positive signs suggest that the
self-employed are happier than the general public in Sweden. The outcomes in Australia and
USA strongly contrast although the moderators are the same. Chile and Peru each have one
positive finding.

In South America, self-employment relates negatively to an individual’s happiness,
probably because as the economies in these countries have plummeted. The resulting rising
unemployment rate has forced many workers into self-employment. This ‘necessity’
entrepreneurship is positively associated with the national unemployment rate (Fairlie 2017),
and we estimate that most of these self-employed workers have become so to escape
unemployment in a depressed market environment. Such workers are under heavy pressure,
they work long hours for low incomes which is likely to make them less satisfied with their
lives.

In the United Kingdom, 1 of the 2 multivariate correlations indicate that the self-employed
are happier than the general public, which difference remains significant after control for
income and health, thus suggesting a positive effect of being one’s own boss as such.

In the longitudinal studies, there are 3 positive signs for Sweden, one of which is significant.
Control for income is also appropriate in this case as the rapid economic development of
Sweden in the research years (1991-2000) may have provided more business opportunities for
the self-employed.

Table 2a about here

4.2.2 The self-employed tend to be happier than wage-employed in upper and middle level
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economies, but less happy in the lower level economies

The findings on differences in happiness between the self-employed and the wage-employed,
sorted by economic level of nations are summarized in table 2b. The findings in the first three
rows are excerpted from one study?, resulting in 10 positive and 2 negative signs. The four
outcomes in each economy level are controlled by different variables. The World Values Survey
the authors used, does not include data about an individual or household incomes, instead they
use self-reported income as a substitution variable for the valuation procedure. All of the first
signs, were first controlled for age, self-reported income, and employment status, which gave
three positive outcomes in each level, and suggests that the self-employed are happier than the
wage-employed. The regression analysis was additionally controlled for GDP per capital and
female labor participation rate, which belong to the social context. There was no significant
change in self-employed happiness after additionally controlling for these macro-level
mediating factors. When financial satisfaction, the first micro-level mediating factor, is
controlled, an opposite effect is seen for the lower level economies The self-employed in lower
level economies are happier than wage-employed in the higher and middle level economies, but
they are less happy than wage-employed in the lower level economies due to financial stress. In
upper and middle level economies better functioning domestic institutions, higher provision of
social protection and public services contribute to sustain a higher level of quality of life and
this is associate with life satisfaction (Beja, 2013). This does not work in lower level economies.
Adding together all the mediators used in previous studies, there is no significant change in
outcomes, we still get positive signs in the high and middle level economies and negative signs
in the low level economies, see table 2b. This shows us that financial satisfaction has a strong
effect on the happiness of the self-employed, especially in the lower level economies despite
the stresses of being self-employed.

We see a mixed pattern when we look at the relationship between happiness and the
self-employed split-up by nation and comparing it with the happiness of the wage-employed in
those nations. The 7 positive bivariate correlations found for in the United Kingdom indicate
that the self-employed are less happy than the general public but happier than the
wage-employed. While the 5 positive correlations in the partial part prevail, suggesting that the
wage-employed tend to be happier if they change to being self-employed. The same result has
been for found in the Netherlands, Sweden, Germany and Australia, see table 2a, even though
the reference has changed, the self-employed are happier than the wage-employed in Sweden
and Germany and less happy in the Netherlands and Australia. Happiness does not increase
much with per capita income, at least not in developed countries (Easterlin, 1995; Blanchflower
and Oswald, 2004). Control for personal income does not have a strong effect on happiness of
the self-employed in these countries.

Table 2b about here

> Beja,2013
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4.3 Comparison by different kinds of working people

4.3.1 The self-employed are less happy than most kinds of wage-employed people
We categorized the findings in the second row of table 1 into nine types of wage-employment.
Most of our outcomes were extracted from the Eurobarometer reports, the 21 negative signs
found in table 1 row 2 largely outnumber the 8 positive signs, of which 2 are significant. This
supports the idea that a wage-earner is happier than a self-employed person. In addition, in table
3a there are the four negative correlations due in part to comparison with the upper economic
level workers. A major part of the difference between the classes is mediated by the monetary
effects of the different types of occupations common to the different classes ( Béhnke, 2008).
Yet after controlling for income the self-employed do not differ significantly from upper
economic level workers. The non-monetary aspects of the self-employed and higher economic
level classes are extremely similar. One possible explanation is that upper higher economy level
workers are happier because of their higher working class position.

Being self-employed instead of being a regular employed person seems to increase life
satisfaction. In table 3a of the 12 positive partial correlations, 2 were significant, and only 6
negative, one at a significant level. The self-employed are more likely to experience mixed
positive and negative feelings, such as freedom, more choice and flexibility, against stress, risk,
and heavier responsibilities to provided, for example, for a family than the regular
wage-employed. Income may mitigate the negative feelings associated with entrepreneurship
and enhance the positive ones. Control for income suggests the self-employed have superior
earning powers and have higher earnings than the wage-employed, and that the autonomy
enjoyed by “being one’s own boss” and higher job satisfaction makes the self-employed
happier and compensates these entrepreneurs for the hardships they have to endure (Binder,
2012). The self-employed may concentrate more on work and take other activities lightly,
which can contribute to their high life satisfaction, yet giving less time to such things as fitness
and social relationships, may cause them to be less happy.

Table 3a about here

4.3.2 Self-employed with employees are happier than the wage-employed
The correlation between happiness and different kinds of self-employed are summarized in
table 3b. There are only two results on the happiness of independent professionals, one positive
and one negative, neither of which is significant. The slightly negative difference between the
mean values closes to -0.05. In the study reported here the positive partial correlation was
controlled for financial situation and income, which changed the direction of the correlation.
Independent professionals generally have a good, high income and good life quality, which
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4.4

causes them to be more satisfied with their lives. Control for income widens the happiness gap
between the self-employed with employees and those without. The 2 negatives of the 3 partial
correlations suggests that the self-employed without employees tend to be less happy than the
wage-employed. In contrast the 3 positive signs, of which one is significant, suggest that
financially successful entrepreneurs are much happier than the wage-employed. Thus
effectively, financial success minimizes the negative impacts of self-employment.

Table 3b about here

Comparison with non-working people

4.4.1 The self-employed tend to be happier than the unemployed, but less happy than

housewives, students and the retired.

Among the cross-sectional findings shown in table 4, there are 8 positive correlations one of
which one is statistically significant for the unemployed, not surprisingly, unemployment has
strong negative effects on life satisfaction. The unemployed have a high probability having a
threatened livelihood due to illness, social pressure or injury to themselves or a household
member. Unemployment also makes individuals unhappier than can be explained by the effect
of loss of income (Binder, 2013). Control for various intervening variables, like household
income, personal age, marital status, education, etc. tends go with high levels of unhappiness
for the unemployed. The positive and negative zero-order correlations with respect to happiness
of housewives balance. Housewives are happier than the self-employed, despite the expected
positive effects of self-employment, like higher salary, fulfillment, pleasure of owning a
successful business. Without the pressures of work and life, students also tend to be happier.
The differences in happiness mean values between the retied and the self-employed are
extremely slight, two signs are zero, which suggests the retired are a bit happier than the
self-employed. Control for the variables measured any effect of pension characteristics, income
sources and net household wealth, contributed one negative outcome in the partial analysis.
This result dose not imply that a retired person has more income than someone who is
self-employed, rather that the stability and higher satisfaction is due to having a regular income
in the form of a pension after retirement, and it is this that increases the life satisfaction,
happiness of a retire. Being in receipt of a social state pension may contribute to the life
satisfaction of people who, once passed retirement age, no longer have to search for jobs. There
is no clear definition of what is meant by inactive in the research report, so we cannot make any
comparison between the happiness of self-employed individuals and those individuals who are
stated to be inactive.
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4.4.2 People become happier than the unemployed when they change to self-employment from

4.5

unemployment
A few bivariate correlations balance in the longitudinal studies of the happiness of
self-employed and the unemployed, of which there are two positive and two negative findings.
Self-employment has an absolute advantage for the people moving from unemployed to
self-employment. Generally, people who switch from being unemployment to self-employment
show no significant differences in life satisfaction from those who move from unemployment to
wage-employment. The two negative signs for this case suggest that for those escaping
unemployment, self-employment has no advantage over a regular job in terms of an
individual’s life satisfaction (Binder, 2013).

Table 4 about here

Change from/to self-employment

The few available findings on change to and from self-employment are presented in table 5.

4.5.1 Mixed findings on change in the happiness of self-employed who remain self-employed.

One study finds a positive change in the happiness of self-employed over time, another finds a
negative effect. Both changes are small and statistically not significant.

4.5.2 The self-employed become a bit happier if they change to wage-employment and

wage-employed become much happier if they change to self-employment.

The findings are balanced for the transition from self-employment to wage-employment, one
positive and one negative. There is a larger decreased share of happy people who switch from
self-employment to wage-employment and an extremely small increase, not significant, in
happiness for this transition.

Individuals who go into self-employment voluntarily to pursue entrepreneurial
opportunities can be identified as opportunity entrepreneurs (cf. section 2.2). Here five positive
correlations prevail, see table 5, this suggests that individuals leaving wage-employment for
self-employment experience an increase in life satisfaction.

4.5.3 The self-employed become less happy if they become unemployed but unemployed become

happier after change to self-employment

The findings for the transition between self-employment and unemployment are predictable.
People bogged down the problems of being unemployed and moving to self-employment are
less happy, but are typically happier for escaping from unemployment. Certainly, becoming
employed after being unemployed goes with an increase in life satisfaction. The two negative
outcomes in the final row of table 5 indicate that comparing those escaping unemployment to
self-employment, as necessity ‘forced’ entrepreneurship had no advantages over a normal
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5.1

5.2

wage-employment worker terms of individual life satisfaction, happiness in the sense of their
satisfaction with their lives as whole.

DISCUSSION

What do we know now ?
We aimed at answering 5 questions about the happiness of self-employed people (cf. section
1.3). What did we learn?

Happiness of the self-employed compared with to people
The available findings show that the self-employed are generally a bit happier than their native
general public, but less happy than the wage-employed.

Difference across nations

The self-employed tend to be happier than the wage-employed in the upper and middle level
economies, and less happy in the lower level economies. There is no information about the
comparison on happiness between the self-employed and non-working people by nations.

Differences with kinds of wage-employed and non-working people

Self-employed people working in the free professions and as entrepreneurs tend to be happier
than the wage-employed in these occupations. When compared with non-working people, the
self-employed are happier than the unemployed, but less happy than housewives, students and
the retired.

Different kinds of self-employment compared with the wage-employed
Although many findings show most kinds of wage-employed people are happier than the
self-employed, the self-employed with employees are happier than the wage-employed.

Change from/to self-employed

The wage-employed and the unemployed become happier after a change to self-employed, but
self-employed people become a bit less happy if they remain self-employed. Wage employed
who changed to self-employment are happier than the unemployed who changed to
self-employment, which denotes a difference between opportunity entrepreneurship and
necessity entrepreneurship.

What we do not know yet ?

What kinds of people are more or less happy when self-employment
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5.3

5.4

The aim of this review of research was to inform people who face a choice between
self-employment and wage-employment about probably consequences for their happiness. For
that purpose one would like to know how self-employment has worked out on the happiness of
people like oneself, that is, people of a similar sex, age, education, occupation and personality.
Such information is hardly available as yet. If considered at all, these characteristics are used as
control variables, not as specification variables. So, we are still far from answering the question
of what type of employment is best for what kind of person.

Size of the effect

When making a choice, it is worth knowing whether the effect of self-employment is big or
trivial. Unfortunately, the available studies do not tell us much about the effect size, the focus of
the analyses is typically on whether there is a statistically significant difference and not on the
size of the difference.

Causality

The observed differences in happiness between self-employed and wage-employed working
people can be due to effects of self-employment on happiness and of happiness on the choice
for self-employment. In both cases different causal paths can be involved. The few follow-up
studies suggest an effect of self-employment on happiness, but cannot rule out reverse causality.
With respect to causal mechanisms, we are largely in the dark, though better incomes for the
self-employed seem to play a role, for opportunity entrepreneurs in particular.

Topics for further research

The above-mentioned deficiencies provide an agenda for future research: to get a perspective
on contingencies in the relationship between self-employment and happiness, we need studies
sufficiently big to allow detailed splitting, to see what the effect is in particular categories such
as middle aged, high educated and healthy males who have their house paid off. Such studies
should not only provide detailed information about income and work-tasks, but also about
personal characteristics such as personality. To get a perspective on the causal factors that affect
the happiness of self-employed people, we need follow-up studies or better, (natural)
experiments. All this does not necessarily require brand new studies, since we can learn a lot by
adding more such variables into ongoing panel studies, such as the German Socio Economic
Panel.

This new review technique: strengths and weaknesses

Finally, some words about the new review technique applied in this paper, which involved the
use of an on-line findings-archive, to which links are made in tabular overviews of the available
research findings on the relation between self-employment and happiness. We see the following
strengths and weaknesses of this technique.
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Strength
Traditional reviewing methods are limited to the possibilities of printed paper. The use of an
online findings archive strengthens a review in the following ways.

Conceptual focus: Review studies are often loose in conceptual scope and in particular when
the term “happiness’ is used to denote various kinds of subjective well-being. Although this
allows a broad scope on the literature, it goes at the cost of precision. In this review we draw on
the World Database of Happiness, which specifically focusses on a sharp definition of
happiness as life-satisfaction. This helps us know more about less.

Complete coverage: The selection on concept and absence of page restrictions allow us to cover
all the available qualifying research literature. We thereby avoided the problem of selective
‘cherry picking’ to which traditional review are vulnerable.

Detailed description: Linking to on-line finding-pages in the World Database of Happiness we
can provide the electronically enabled reader with easy access to full detail about each of the
research findings reviewed. Traditional review papers must make do with references to the
literature, which the reader can consult in theory, but seldom does in practice. As such our
‘electronic’ readers are in a better position to check on our conclusions.

Comparability: If readers of traditional reviews want to check a reviewer’s conclusions by
reading the referred literature, they are likely to get lost in the babel of the different words used
for variables and techniques. The finding-archive on which we draw facilitates comparison of
research findings by presenting these in a standard format and language.

Weakness
These above advantages go at the cost of the following limitations.

Conceptual confinement: The shadow side of our conceptual specificity is that we did not cover
the research literature about effects of self-employment on wider aspects of well-being, such as
job satisfaction, sense of meaning and health. Our conceptual focus allows us know more about
less, but in greater depth.

Not for printing on paper: Links work only in electronic texts and not in texts on paper. Readers
who see this text in a traditional journal must go to an electronic version, to get full value from
our technique.

Findings-archive required : This technique requires a considerable infrastructure, a
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finding-archive, the establishment of which will only be worthwhile when a lot of research has
been done and a long-term perspective can be taken on the type of research. Hence this
technique will not work for one-time shots in another field.

6 CONCLUSIONS

The self-employed are happier than their native general public, but less happy than the
wage-employed and different results have been found when comparing different kinds of
non-working people. In addition, employment status transition affects individual happiness.
The available data do not yet inform us about what kind of work is the best for what kind of
person and what causal factors drive the observed small differences in the happiness of people
who are self-employed or not.
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Table 1

Happiness of the self-employed (vs all other people in the general public, wage-employed, non-working)

Cross-sectional Longitudinal
Zero-order Ratio Partial Ratio Zero-order Ratio Partial Ratio
+.- +.- +/— +./ -
vs all other people in + 1/0 -+ ++ 4+ - + +/4+/ + — 11 + + 2/0
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+ - — 4+ +
vs non-working people + + + + + + — 1/0.75 4+ ———=—=0 1/4 4+ 4+ — - 11 0

— 40+ —0-0

Methods mentioned in the header of this table are explained in Appendix A.

Signs used in the cells are explained in Appendix B.
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Table 2a
Happiness of the self-employed (vs all other people in the general publics) by nations

Cross-sectional Longitudinal
Zero-order Partial Zero-order Partial
Africa
Nigeria + +
Asia
China + +
Japan ——
Europe
Russia —+ + +
Finland — +
The Netherlands —_—
Germany - +
the United Kingdom - + —
Spain — +
Sweden + + + + + +
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Australia -

North America

USA + 4+

South America

Argentina —_—

Chile _F

Dominican Republic ——

Peru — — HHI+

Venezuela —_ -

Methods mentioned in the header of this table are explained in Appendix A. Signs used in the cells are explained in Appendix B.
Use control+click to jump from signs to an online findings page in the World Database of Happiness
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Table 2b
Happiness of the self-employed (vs different kinds of wage-employed people)

Cross-sectional Longitudinal

Zero-order Partial Zero-order Partial

VS managers - wage-employed @ 00— — — — —

vs upper white-collar /-I-/
wage-employed

vs manual work wage-employed - — 4+ — =
vs non-regular wage-employed + + —
vs regular wage-employed 44 — 4 — — 4+ + + + +

vs wage-employed, civil service —

vs wage-employed, private sector —

Methods mentioned in the header of this table are explained in Appendix A. Signs used in the cells are explained in Appendix B.
Use control+click to jump from signs to an online findings page in the World Database of Happiness
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Table 3a
Happiness of the self-employed (vs wage-employed people) by the economic level nations

Cross-sectional Longitudinal
Zero-order Partial Zero-order Partial

By economic level of nation

e Upper level economics +/+/+/+

e Meddle level economics +/+/+/+

e Lower level economics +/+/—/—
By nation
Netherlands - — —— = Met
Sweden + + + + + hods
Switzerland + .ment
the United Kingdom + - + + + + + fonid
Germany oo :;;de

+ +
Australia — er- of
South Korea + — :le)sle
Ghana N t S B — + are
Malawi + fzxpla
ined

in Appendix A. Signs used in the cells are explained in Appendix B.
Use control+click to jump from signs to an online findings page in the World Database of Happiness
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Table 3b
Happiness of different kinds of the self-employed vs (the wage-employed)

Cross-sectional Longitudinal
Zero-order Partial Zero-order Partial
Free profession — +
Employer/ Own business
e No employees - — +
e With employees + + +

Methods mentioned in the header of this table are explained in Appendix A. Signs used in the cells are explained in Appendix B.
Use control+click to jump from signs to an online findings page in the World Database of Happiness
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Table 4
Happiness of the self-employed vs (non-working people)

Cross-sectional Longitudinal
Zero-order Partial Zero-order Partial

vs the Unemployed ++++ ++ + + + + --

vs Housewives —— 4+ 0+ —

vs Students —

vs the Retired —0—0 —

vs Not searching for jobs —

Vs Inactive — 0

Methods mentioned in the header of this table are explained in Appendix A. Signs used in the cells are explained in Appendix B.
Use control+click to jump from signs to an online findings page in the World Database of Happiness
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Table 5
Change to / from self-employment

Cross-sectional Longitudinal

Zero-order Partial Zero-order Partial

Self-employed

Still being self-employed during
followed years

Self-employed (vs Wage-employed)

Self-employed - wage-employed — +

Self-employed < wage-employed + + + +

Self-employed (vs Unemployed)

Self-employed - Unemployed —

Self-employed < Unemployed 4+ - -

Methods mentioned in the header of this table are explained in Appendix A. Signs used in the cells are explained in Appendix B.
Use control+click to jump from signs to an online findings page in the World Database of Happiness

37


https://worlddatabaseofhappiness.eur.nl/hap_cor/desc_cor.php?sssid=26275
https://worlddatabaseofhappiness.eur.nl/hap_cor/desc_cor.php?sssid=26335
https://worlddatabaseofhappiness.eur.nl/hap_cor/desc_cor.php?sssid=26275
https://worlddatabaseofhappiness.eur.nl/hap_cor/desc_cor.php?sssid=26335
https://worlddatabaseofhappiness.eur.nl/hap_cor/desc_cor.php?sssid=26275
https://worlddatabaseofhappiness.eur.nl/hap_cor/desc_cor.php?sssid=26335
https://worlddatabaseofhappiness.eur.nl/hap_cor/desc_cor.php?sssid=26294
https://worlddatabaseofhappiness.eur.nl/hap_cor/desc_cor.php?sssid=26335
https://worlddatabaseofhappiness.eur.nl/hap_cor/desc_cor.php?sssid=26335
https://worlddatabaseofhappiness.eur.nl/hap_cor/desc_cor.php?sssid=26335
https://worlddatabaseofhappiness.eur.nl/hap_cor/desc_cor.php?sssid=26294

Figure 1
Start page of the World Database of Happiness, showing the structure of this findings archive

WORLD DATABASE OF HAPPINESS

Archive of research findings on subjective enjoyment of life

This Database Collections Search Reports Related sources Researchfield FAQS Aboutus  Sponsors

WHAT IS THIS

ON SUBJECTIVE WELL BEING
WORLD DATABASE
OF HAPPINESS?

ON CONCEPT
The World Database of Happiness (WDoH)is an archive of research
findings on subjective enjoyment of one's life-as-a-whole. Next to
a bibliography of scientific publications on this subject. the WDoH
provides standardized abstracts of research findings. Two kinds

| BIBLIOGRAPHY |
of findings are involved: 1) ‘distributional findings’ on how happy % @

p_e0|_:|le arein partl_l:ular times and places _and 2) ‘correlational i
findings’ on the things that go together with more or less
happiness.
The WDoH allows an overview of the otherwise nebulous research SELECTION
literature by a) limiting to a clearly defined concept of happiness ENVRLI) MEASOHENENT
(life satisfaction). b) presenting the available findings in a
standard format and terminology and c) providing fine-grained
classifications by means of which users can find their way in the
% 8 EXTRACTION
growing mass of happiness facts. OF RESEARCH FINDINGS
The WDoH is available free of charge for everybody all, over the
world.
HOW HAPPY e
2l R WITH HAPPINESS
How to search in this source Y
13394 1496/
e X CORRELATIONAL [lad
FINDINGS FINDINGS

The World Database of Happiness is based in the Erasmus Happiness Economics Research Organization EHERO of

Erasmus University Rotterdam in the Netherlands. Director Ruut Veenhoven.




Figure 2

Example of an on-line finding-page in the World Database of Happiness

Correlational finding on Happiness and Current employment arrangement

Subject code: E0Zae

Study Hetschko (2014): study DE 1991
Title On the Misery of losing Self-employment.
Source ECONSTOR Working Paper, 2014, No. 2014/26, 1 - 37, Berlin, Germany
URL http:i/hdl.handle.net/10419/102732
Public 18-85 aged, general public, Germany, followed yearly, 1991-2012
Sample Probability area sample
Non-Response
Respondents N = 19436
Correlate
Author's label Employment arrangement
Page in Source 11,13, 26
Our classification Current employment arrangement, code EO2ae
Operationalization
A. self-employed
B. wage-employed: standard (reference)
A
C. wage-employed: non-standard
Observed distribution N observations = a: 4739, b: 47613, ¢: 4015
Observed Relation with Happiness
Happiness Statistics Elaboration/Remarks
Measure
O-SLW-c-sg-n-11-d DM=+/-
self-employed M=7,09
wage-employed: standard M=7,13
wage-employed: non-standard M = 7,12
O-SLW-c-sg-n-11-d b=+.18 p < .01
Wage-employed:standard(reference) (vs
self-employed)
a: employer b-fix = +.17 (10)
b: no employees b-fix = +.34 (01)
c: freelancer b-fix = +.27 (05)
d: owner of a business b-fix = +.19 (01)
e: service sector b-fix = +,21 (05)
f: non-service b-fix = +.18 (05)

O-SLW-c-sg-n-11-d

Beta-f=-.15 p < .01

Non-standard wage-employed (vs standard)

b-fix controled for:
- personal characteristics

- W

age

marital status
health, disability
children in household
finanecial situation

- income

- house owned
ork characteristies
years unemployment experience
new job

tenure

working hours
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Appendix A

Terms for research techniques used in the header of the tables

Research design
. Cross-sectional: same time correlation
o Longitudinal; over-time correlation

Statistical analysis

o Bi-variate: correlation between two variables; wealth and happiness

. Partial: result of a multi-variate analysis in which the effect of possible spurious variables
is filtered away
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Appendix B

Meaning of signs used in cells of the tables

+ = positive correlation, significant
+ = positive correlation, not significant
0 = direction of correlation not reported and not significant

= negative correlation, significant

= negative correlation, not significant
—/+ = positive and negative correlations obtained with different sets of control variables

Al these signs involve a link to a finding page with full detail in the World Database of Happiness

Use control+click to view the page.
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