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Introduction?®

The past few years have withessed much dis-
cussion on how to move “beyond GDP”, and a
growing consensus that measuring the well-being
of individuals requires looking af a broad range
of dimensions (monetary and non-monetary) of
people’s achievements, freedoms, and opportu-
nities. Measuring well-being of communities also
requires looking at the distribution of this large set
of dimensions among people with different cho-
racteristics, while assessing the sustainability of
well-being requires looking at how today’s policies
and behaviours are impacting on those critical
resources that need to be sustained for well-being
to last into the future.

The discussion and research on well-being me-
asures has evolved considerably in the last few
years, finding expression in some major initiatives,
such as the report of the Commission on the Me-
asurement of Economic Performance and Social
Progress (the so-called Stiglitz-Sen-Fitoussi Com-
mission,  (Stiglitz, Sen, & Fotoussi, 2009)), the EU
Communication (and follow-up actions) on ‘GDP
and Beyond' in the same year, and the OECD Be-
fter Life Initiative, launched in 2011 as part of the
50th Anniversary celebration of the OECD. These
international initiatives have gone hand in hand
with a large number of national initiatives, in the
form of national consultations (in Australia and the
United Kingdom), parliamentary commissions (in
Germany and Norway), natfional roundtables (in
[taly, Spain, Slovenia) and in a variety of other for-
ms (e.9. in Japan, China, Koreq, etc.). Allin all, the
initiafives on “Going Beyond GDP” are more and
more numerous, and are reaching well beyond
analysts and statisticians.

The paper starts by presenting the OECD
approach to measuring well-being, highlighting
its intellectual foundations and how its concep-
tual framework is mapped to specific indicators
for OECD countries. The paper then discusses
how the OECD well-being framework has been
tailored to countries at various stages of develop-
ment. Finally, the paper elaborates on the major
challenges faced in building well-being indicators
and takes stock of the main lessons leamed.

* Paper prepared for the Workshop on “Altemative Measures of Buen Vivir
and Well-Being”,
2-3 July 2015, Quito

The OECD framework for measuring
well-being

A first challenge to be faced when measuring
well-being is to agree of the concept. Definitions,
unfortfunately, abound and there is no single defi-
nition beyond the simple infuition that well-being
refers to ‘what matters to people’. This vague-
ness is not, however, a weakness but a feature
of what is being studied. Allin and Hand (2014)
distinguish between ‘representational’ and ‘prag-
matic’ aspects of measurement: the first relates
to providing a numerical representation of an
object or affribute of the object being measu-
red (e.q. ifs height or weight), while the second is
about deciding what characteristics are relevant
and how they should be captured. In the case
of well-being, the pragmatic aspect is the most
salient, implying that the notion of well-being can
only be defined by looking at its constituent ele-
ments. While different researchers may well have
different view of what element is most relevant or
important, what is remarkable in the field of we-
Il-being measurement is the extent to which diffe-
rent methodological perspectives — ranging from
psychology, sociology, epidemiology, natural
science — have converged in selecting a similar
list of ingredients for what is needed to achieve a
good life. These ingredients are those featuring in
the OECD well-being framework.

Figure 1 presents the conceptual framework used
by the OECD to define and measure human we-
Il-being. This framework has four distinctive fea-
fures: i) it focuses on people (i.e. individuals and
households), their affributes, and how people re-
late to others in the community where they live
and work; ii) it looks beyond the purely economic
aspects of well-being (i.e. people’s command
over commodities), understanding well-being as
a truly multidimensional concept; iii) it considers
the distribution of well-being in the population
alongside average achievements of each coun-
fry; and iv) it considers both current and future we-
Il-being, assessing the latter in ferms of a number
of key resources (observable today) that have the
potential to generate well-being over time.

From a normative perspective, this framework
builds on the capabilities approach (Sen, 1985,
Alkire & Sarwar, 2009;Anand, Durand, & Heckman,
2011; Anand, Graham, Carter, Dowding, Guala,
& Van Hees, 2009); it relies on a multidimensional
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Figure 1
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definition of well-being where both people’s func-
fionings (“flourishing of selected human normal
functions”, or the various things that a person may
value doing and being, such as having a good
job, being in good health, expressing their own
political voice, etc.) and people’s capabilities
(i.e. the alternative combinations of functionings
that a person could achieve, and which allow a
person to choose the functionings that one rea-
lly values, Crocker, 1992) matter. The capabili-
ties approach differs from welfarist approaches,
which focus solely on a narrow set of outcomes
(i.e. consumption goods), irespective of the con-
ditions under which outcomes are achieved (i.e.
the set of opportunities given to each person to
achieve those outcomes) and of the capacities

of people with different characteristics to trans-
form these goods into desirable states. The OECD
framework stresses that functionnings and capa-
bilities matter to the same degree, recognising
the importance of individual agency and free-
dom in choosing the life one wants to live. Based
on this perspective, increasing well-being implies
expanding the opportunities that people have to
live their life according to their goals and values.

The OECD framework is an attempt to operatio-
nalise the capabilities approach and to make
it measurable through indicators that could be
used by policy-makers and statistical offices to
monitor well-being conditions in the population
and their evolution over time. Operationalising the
framework requires first, selecting the functionings



and capabilities that should be considered and,
second, identifying indicators to measure them in
a valid way.

Conceming the first aspect, and based on an ex-
tensive consultation with its member countries, the
OECD has defined well-being in tferms of two main
domains: material living conditions and quality of
life. This distinction is consistent with a large body
of literature and research (e.g. Stiglitz et al.; 2009
for a review; Sen, 1998; Nussbaum, 2011). The-
se two main domains are further broken down into
eleven dimensions, namely: i) income and wealth;
i) jobs and earnings; iii) housing; iv) health status;
v) work and life balance; vi) education and skills;
Vi) social connections; Vii) civic engagement; ix)
environmental conditions; x) personal security; and
Xi) subjective well-being.

In fotal, 24 headline indicators have been selec-
ted by the OECD for measuring these various di-
mensions. A considerable effort has been put into
choosing indicators that are conceptually sound
(i.e. they focus on summary outcomes and provide
a good proxy of these outcomes) as well as being
relevant from the perspective of informing policy.
Besides relevance of indicators, a strong emphasis
was put on choosing indicators that are produced
by National Statistical Offices, are comparable
across countries, are compiled frequently and ti-
mely, and can be disaggregated by subgroups of
the population. The latfter feature responds to the
need of measuring well-being across the popu-
lation rather than just focusing on country-avera-
ges. The OECD well-being indicators meet these
statistical criteria to a large extent. However, many
challenges remain in terms of both data quality
(e.g. some of the indicators come from non-official
surveys, as comparable measures are not availa-
ble in official statistics) and relevance (e.g. some
indicators are imperfect proxies of the concepts
that one would like to measure). The set of OECD
well-being indicators is infended to be evolutionary
and will be improved as new statistics and indica-
tors become available.

Ideally, all indicators should come from a single
harmonised survey at infernational level that me-
asures well-being outcomes in the eleven dimen-
sions at the level of each person (or household). This
would allow building well-being indicators that take
info account the joint distribution of outcomes, i.e.
the fact that certain people cumulate several dis/
advantages at the same time. Measuring the joint
distribution of outcomes is key to understanding the

causal pathways between well-being dimensions
(e.g. to what extent better working conditions lead
to higher well-being at work etfc.). In practice, no
such survey currently exists (in fact, even af the le-
vel of individual countries, it is rare to find surveys
that span over the all eleven dimensions). Because
of this constraint, the OECD well-being indicators
come from several surveys (e.g. labour force sur-
veys, health-interview surveys, income and wealth
surveys, general social surveys) or other harmoni-
sed statistical sources (e.g. national accounts, po-
pulation censuses, efc.).

Indicators are calculated for the average per-
son or household in each country (e.g., for the
‘income and wealth” dimension, the relevant
headline indicators are national account based
measures of net adjusted household disposable
income per capita and net financial household
wealth per capita; estimates of the average va-
lue of both market and non-market household
consumption per capita, and survey-measures of
the number of people reporting having difficulties
to make ends meet) and for population groups
with different gender, age and socio-economic
background. Inequalities of well-being are mea-
sured by both univariate measures of the variable
of inferest (e.g. income inequalities are measu-
red through the standard Gini coefficient) and by
bivariate indicators (e.g. inequalities in students’
achievements are measured by comparing stu-
dents’ learning outcomes by gender or by the so-
cio-economic status of their parents).

The OECD well-being indicators are published in
various forms and inform a number of processes
within the OECD. The OECD report "How's Life?
Measuring Well-Being” is the main vehicle used
for monitoring and for analysing well-being across
countries and over time. The report presents evi-
dence on the 11 dimensions of well-being illus-
frafed in Figure 1, allows to benchmark coun-
fry’s performance on well-being relative to other
countries, as well as to assess well-being changes
over time. Figure 2 shows an example of well-be-
ing analysis for the average Chilean household
compared with an average household from other
(OECD and non-OECD) countries with the same
level of GDP per capita. It shows that Chile’'s we-
Il-being performance is relatively good in the di-
mensions of jolbs and earnings, health status and
subjective well-being, but poorer in terms of civic
engagement, education and skills. This analysis
may inform national policies by identifying the
most critical areas for improvement.
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Figura 2
Tailoring the OECD well-being framework to countries at various stages of development
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Source: OECD Better Life Index database, 2015.

Tailoring the OECD well-being
framework to countries at various
stages of development

More recently, the OECD has carried out work to
tailor the well-being framework described in the
previous section to countries at various stages of
development (Boarini, Kolev, & McGregor, 2014).
This exercise has been informed by a review of
the wide and growing literature on well-being in
developing countries, as well as by consultations

“ Paper prepared for the Workshop on “Alfemative Measures of Buen Vivir
and Well-Being”,
2-3 July 2015, Quito

Education
and skills

held during a series of regional conferences on
measuring well-being and the OECD World Fora
on Statistics, Knowledge and Policy carried out
between 2010 and 2012.4 Both the literature re-
view and the regional consultations have highli-
ghted that the experience of human well-being,
even in the poorest countries, encompasses not
only material living conditions bbut also many other
non-material dimensions that shape the quality of
people’s life. In addition, while conceptual and
practical approaches to measuring well-being in
developing countries are quite diverse, most of
these — e.g. Nussbaum’s 10 ‘central capabilities’,
Finnis" 7 “basic reasons for actions’, the 8 compo-

Work and life



nents identified by the World Bank study on *Voi-
ces of the Poor”, Doyal and Gough's 11 ‘inferme-
diate needs’, Max-Neef’s 10 entries in his ‘matrix of
human needs’ — lead to lists of life domains and
dimensions that are closely aligned to those iden-
fified by authors whose work has mainly focused
on developed countries (e.g. Skydelski's 7 ‘basic
goods’, Cummins’ 7 quality of life categories). In
some cases, however, the dimensions listed in Fi-
gure 1 (and which are used in the context of the
How's Life? report) could be reframed in ways that
better resonate with the actors engaged with dis-
cussions on development These ‘revised’ dimen-
sions are those featuring in the conceptual fro-
mework for measuring well-being in developing
and emerging countries that is shown in Figure 3.

The ten dimensions of current well-being included
in Figure 3 are:

Consumption possibilities. These refer to people’s
ability to consume adequate nutritious food and
other necessities of life. Without a minimum level
of each of these, human beings suffer physiologi-
cal harm. These are not only essential for mate-
rial survival but also for meaningful participation
in society. The focus on ‘consumption possibilities’
mainly reflects the limited availability of house-
hold-level information on income and wealth in
many developing countries.

Housing and infrastructure. Access to, and the
quality of, housing and related infrastructure — in-

Figura 3
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cluding the supply of water and sanitation, elec-
fricity and communications connectivity — are all
important aspects that underpin material living
conditions of people in developing countries. The
extension of this dimension to cover infrastructure
reflects the development priorities of many deve-
loping countries.

Work. Many workers in developing countries are
beyond the reach of formal legislation or regu-
lation to support or protect their well-being. Most
workers in these countries have jobs in the informal
sector or are self-employed, and combine paid

and home work. Difficult working conditions and
relationships in many developing countries also
mean that people may experience a significant
degree of physical and/or economic insecurity.

Health. Good health status is identified as a core
element of well-being in all frameworks. Health
has great infrinsic value for all people around the
word (as highlighted by the many surveys whe-
re respondents rank it af the top of their personal
priorities) and has instrumental value in enabling
a person to work, learn, be an active member of
society and enjoy the company of others.
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Education and Skills. Education and literacy are
crucial elements of human capabilities, and they
interact with other dimensions of well-being such
as health, work, social interactions and partici-
pation in society. This dimension encompasses
access to schools but also, importantly, what
people actually learn in various educational en-
vironments.

Social connections refer to the ability of a person
to have good relationships within a community,
which confribute to the achievement and main-
tenance of personal well-being. They feature as
critical elements of all the studies reviewed by
Boarini et al. (2014), and are particularly salient
in many traditional societies and for indigenous
populations. Social connections are important in
most societies not just for meeting material needs
but for maintaining resilience in the face of ad-
verse shocks atf the level of the individual and the
community.

Empowerment and participation. Empower-
ment and the need for autonomy and freedoms
are profoundly related to the notion of capabilities
that underpins the OECD well-being framework.
Empowerment refers to the ability of citizens to
participate in, negoftiate with, influence and hold
accountable formal or informal institutions that
affect their lives. Empowerment matters infrinsica-
lly but also franslates into and is reflected in higher
levels of social paricipation.

Vulnerability. People around the world indica-
te that exposure to risks (such as food insecurity,
income insecurity, job loss, illness, environmental
catastrophes, crime, physical violence and war)
is a matter of major concern. These risks and vul-
nerabilities are especially important in developing
countries where programmes of social insurance
and mutualisation of risks are under-developed
and where informal (household-based) forms of
protection are strained by economic develop-
ment.

Environmental conditions. Throughout the world,
participatory poverty assessments indicate that, in
all countries, the well-being of people is closely
related to the environmental conditions in which
they live and work. This dimension is particularly
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important for communities highly dependent on
natural resources, as well as for poor and indige-
nous people living in rural areas.

Life evaluation, feelings and meaning. How
people evaluate and feel about their lives is im-
portant both for understanding why people do
what they do and for the processes of governan-
ce. Psychological and emotional well-being are
essential human goals in all the research on hu-
man development, rather than ‘luxuries’ that be-
come important only after basic human needs
have been met. Similarly, these studies highlight
the fact that strong beliefs and spirituality are par-
ticularly important for traditional societies in all de-
veloping countries.

Looking beyond current well-being, the importan-
ce of thinking about the sustainability of well-being
over time has become more prominent as more
and more countries engage in the development
of sustainable development plans. In line with
various initiatives measuring sustainable develo-
pment (such as the Sustainable Development
Solutions Networks, the Sustainable Economic
Development Assessment, and the UNECE-Eu-
rostat-OECD Taskforce on Measuring Sustaina-
ble Development, UNECE, 2014), the framework
described in Figure 3 suggests that assessing the
sustainability of well-being over time requires 100-
king at ‘systems’ (economic, socio-cultural, and
ecosystem) that shape people’s life. These sys-
tems should be monitored in an integrated way
to account for the many interactions between
each other.

The framework described in Figure 3 is currently
used in the OECD Multi-dimensional Country Re-
views carried out under the lead of the OECD De-
velopment Centre. Multi-dimensional Country Re-
views are a new OECD tool that supports national
development processes. They examine a coun-
fry’s performance in terms of meeting objectives
of sustainable and equitable growth, and of pro-
moting people’s well-being by looking at how the
underlying dynamic of the country’s development
process affect these objectives. These reviews aim
to design policies and strategies that promote de-
velopment in a holistic sense, rather than simply
focusing on achieving higher economic growth.®

5 Six MDCRs have been implemented so far. A first wave of reviews, in 2012
and 2013, covered Myanmar, Uruguay and the Philippines. A second wave
of reviews, caried out between.

August 2014 and January 2015, have focused on Céte d'Ivoire,
Kazakhstan and Peru. Further reviews are planned in the near future,

¢ For example, the OECD is currently working fo produce a set of Guidelines
on Measuring Trust, which cover important aspects of civic engagement,
govemance and social capital. Similarly, the recently established UN Praja
Group is working to fo improve the measurement of governance.



Developing well-being evidence: the
main challenges

Measuring well-being raises various challenges,
which can be grouped under three main hea-
dings: i) conceptual issues; i) data availability and
iii) ouying in" by the community. This section provi-
des a short overview of these three aspects based
on the OECD experience over the past few years.

Conceptual issues: finding a common
language

Theories of well-being are many and diverse,
building on different disciplines and informed by
various philosophical traditions and analytical
approaches (Stiglitz, et. al, 2009). While it is impor-
tant to recognise such diversity, it is equally impor-
tant fo stress the strong convergence in terms of
the life domains and dimensions that are chosen
to measure well-being when these theories are
operationalised and put in action to inform an in-
dicator-framework (UNECE, 2014; OECD, 2013a;
Boarini, et al., 2014). This means that, at least from
the perspective of identifying the areas where
people’s life should be assessed, plurality of con-
cepts and meanings are not necessarily an issue.
If there is consensus on the life domains that ma-
fter the most to people’s well-being, the exact
way in which these domains should be measu-
red is an open and an evolving question. This is
the case, for example, of ‘subjective well-being’
or of ‘civic engagement and govemnance’, which
are dimensions with a less established tradition of
measurement than, say, in the case of household
income or education. A similar challenge exists
for measuring sustainability, where even the con-
ceptual discussion is far less advanced than in the
case of current well-being (OECD, 2013a). Never-
theless, considerable progress has been achie-
ved in many if these areas (see OECD, 2013bon
subjective well-being, and OECD 2013a and UNE-
CE 2014 on sustainability) and new projects are
being undertaken to conceptualise and measure
some of these issues °. More generally, the adop-
tion of the Sustainable Development Godls in the
second half of 2015 will provide a key opportunity
to advance the measurement and understan-
ding of some of these issues.

Another measurement issue that has been long
discussed by statisticians and economists is the is-
sue of ‘aggregation’ —in ferms of both aggregation
of several dimensions for the same person, and
of aggregation of different personal experiences

info a country-level measure (Stiglitz et al., 2009;
Fleurbaey and Blanchet, 2013). With respect to the
first aspect, consensus on a common set of ingre-
dients does not necessarily imply that there is a
single receipt on how to combine them. While the
answer to the question on how best 1o aggregate
different attributes of a person’s life partly depends
on data availability, aggregation also raise metho-
dological and philosophical issues.

The two typical answers that have been provided
o the question of aggregation of several aspects
are, first, to rely on a limited number of headline
indicators (as done in the How's Life? report) and,
second, o develop a summary composite mea-
sure (which is needed, for example, to compare
the various benefits and costs of a given palicy).
However, the dichotomy between dashboards
of indicators and a single composite indices is
not always necessary (see Ferreira, 2011; Boarini
et al., 2014): one could use a single composite
index when it brings value-added to the analysis
while at the same time reporting more disaggre-
gated information within dashboards, as well as
fully acknowledging the limitations of composite
indices and testing for their sensitivity to various
methodological assumptions. There are also cir-
cumstances where a composite index is more
suitable than dashboards, for instance when the
goal is not that of monitoring well-being but rather
to evaluate the impact of different policies on the
various dimensions of well-being. Most poalicies
and public programmes have a wide range of
effects on people’s lives; it is therefore important
that the ex ante or ex post appraisal of these po-
licies comes with a judgement on the overall im-
portance of these effects on people’s well-being.

Data availability

One of the biggest challenges faced by agencies
and researchers striving to implement the well-be-
ing agenda is the limited availability of some of the
data that would be required for a comprehensive
and timely assessment of people’s well-being. One
can distinguish three types of issues.

The first has to do with the limited harmonisation
of some of the statistics that support well-being
analysis. A point in case is health status and in par-
ficular of measuring morbidity. Despite important

7 In OECD countries, the frequency of these surveys ranges from monthly
or quarterly, in the case of labour force surveys, to annual or 3-to-5 years
in the case of household income and expenditure surveys, to one-off in
the case of wealth distribution and general social surveys, to 5-to-10-years
collections in the case of time-use surveys.
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initiatives to develop harmonised instruments to
measure iliness and disability (e.g. the UN Was-
hington and Budapest city groups), most of the
available health indicators that countries collect
cannot be used in comparative research (OECD,
2011). For instance, How's Life? includes only one
indicator for morbidity, i.e. self-reported health
status, which is currently the only comparable
statistics available across the 34 OECD countries.
Another example is provided by measures of civic
participation (a dimension of current well-being)
and social capital (an element shaping the sus-
tainability of well-being over time) that, while often
available af the level of individual countries, are
almost non-existent on a comparative basis (Scri-
vens & Smith, 2013).

A second issue is the limited timeliness and low
frequency of most available well-being statistics.
In this respect, the situation is critical even for the
most well-established statistics, such as economic
and labour market ones. For instance, Natfional Ac-
counts measures for the household sector (when
available at all) are typically available with 1 or 2
years of lag (as opposed to GDR, whose flash esti-
mates are available in most OECD countries with a
1-quarter lag). This makes it hard fo use well-being
indicators for informing policies (e.g. fiscal policy
and how much pro/countercyclical or redistributi-
ve this should be). The situation is offen worse for
well-being statistics collected through household
surveys’, where often the only timely comparable
statistics are those produced by non-official produ-
cers (e.g. Gallup World Poll). Frequency is also an
important issue for those well-being statistics that
rely on one-off or iregular surveys.

A third issue is the aggregate nature of some
well-being statistics and the limited detail or
breakdown available. This is the case of income
measures based on National Accounts that, by
construction, refer to institutional sectors (house-
holds, governments and the corporate sector)
and do not include any information on the under-
lying distribution of resources. Another example is
given by environmental statistics, where data on
air pollution are typically collected af the city le-
vel rather than by groups of people exposed 1o it.
Similarly, stafistics on other environmental ‘bads’
(e.g. environmental degradation) are often co-
llected at country level, with very little geogro-
phical detail (subnational or local) available. This

8 Another example of how well-being considerations can be integrated in
standard economic tools is provided by Karacaoglu (2015), which draws
on his experience in designing and implementing the New Zealand's
Treasury Living Standard framework.
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implies that it is often impossible to measure dis-
persion of outcomes for these dimensions.

Buying in

Beyond concepts and data availability, the ulti-
mate success of well-being measures depends
on their widespread endorsement and take-up
by the communities for which these measures are
created. In the OECD experience, there are four
categories of stakeholders whose engagement is
critical for the success of initiatives to develop we-
ll-being indicators, i.e. statisticians, policy-analysts,
policy-makers, and citizens.

The statistical community has been paying in-

Box 1.
Policy uses of well-being indicators

Well-being indicators can be used
to inform policy-making by:
Monitoring whether countries are making pro-
gress in a number of areas that are important
for people’s lives. In this respect, well-being
indicators allow fo assess whether economic
growth goes hand-in-hand with progress in key
well-being outcomes and to what extent this
progress is shared across population groups.
Identifying policy priorities by: a) providing in-
formation on individuals and societal prefe-
rences (e.g. by looking af drivers of subjective
well-being or at specific surveys that ask about
what matters to people); b) providing a diag-
nostic of the relative strengths and weaknes-
ses of countries; ¢) shedding light on the infe-
rrelations across well-being outcomes, which
might be leveraged when designing policies;
Implementing a joined-up approach to po-
licy making, enhancing the coherence and
effectiveness of policies across the board.
Well-being analysis allows better grasping and
managing frade-offs between different policy
objectives, and identifying possible synergies.
Increasing the legitimacy and public accep-
tance of these policies as directly grounded
in people’s preferences and values. More ge-
nerally, people’s frust in policies and govern-
ments will increase when policies are explicitly
conceived to improve people’s lives.




creasing atftention to well-being agenda, notably
since the publication of the report by the Sen-Sti-
glitz-Fitoussi Commission. This work, tfogether with
a strong political demand in many countries, pa-
ved the way 1o including new well-being issues
into official statistics, and to launch many initio-
fives to develop better metrics of well-being by
national statistical offices (e.g. the INSEE-Eurostat
Sponsorship in Europe; the OECD expert group
on integrating distribution into National Accounts).
These are important achievements that could be
consolidated by embedding well-being more sys-
tematically info national statistical systems, and
by making it one of the top strategic priorities of
national and regional statistical offices. In this res-
pect, given the cross-cutting nature of well-being
indicators and their strong overlap with the Sustai-
nable Development Goals, it will be important to
engage all statistical communities, reaching be-
yond those working on social issues.

Another group of stakeholders whose involvement
is key to the success of the well-being agenda is
that of policy analysts. The debate on ‘beyond
GDP’ has particularly lively among economists, yet
well-being indicators are far from being mainstrea-
med within this community. One important reason
for this situation is the gap between the well-being
discourse and the standard economic model ba-
sed on a single representative agent whose beha-
viour is only determined by choices on leisure and
consumption under assumptions of perfect and
fully competitive markets and of no externalities in
the production of various types of capital (e.g. frust
and social capital). From this perspective, one key
requirement to better engage policy analysts is de-
veloping new economic models that are able to
better account for people’s preferences and be-
haviours (i.e. what truly matters to them, how they
assess and react fo risks and uncertainties, etc.)
but also for the complex processes that govern the
production of various wellbeing outcomes (which
is required to understand sustainability over time).
An inferesting example of how to integrate well-be-
ing issues in conventional economic models (and
related policy analysis) is offered by the OECD In-
clusive Growth project. This initiative relies on a
methodology (‘equivalent income’) to aggrego-
te information on selected well-being benefits of
higher economic growth (i.e. better health, lower
unemployment and higher household income)
across the whole population, while also taking into
account how these benefits are distributed.

This approach paves the way to study the impact

of various policies on inclusive growth, highlighting
the most beneficial policies from the perspective
of increasing people’s well-being.

Policy-makers are other key stakeholders for well-be-
ing indicators. Well-being statistics have the potential
for informing policies, because most of them relate
o areas where governments infervene systematica-
lly (e.g. health, education, lalbour market, etc.). Whi-
le examples of policy uses of well-being statistics are
many (Box 1), these are still limited. This situation part-
ly reflects the infancy of many well-being statistics,
but also the informational and analytical challenges
(e.g. understanding and managing multidimen-
sionality) that need to be faced when using these
measures in the policy process. To ensure a wider
uptake of well-being measures by policy-makers, it
is important o explain how these challenges can
be addressed in practice, by showcasing successful
policy experiences that could be replicated in other
countries and confexts.

Finally, citizens are key actors in the well-being agen-
da. Most recent natfional initiatives for developing
sets of well-being indicators have started by running
large scale consultations on what matters to peo-
ple, which have shaped the statistical frameworks
and the choices of indicators. Other countries have
fielded dedicated surveys to identify people’s main
areas of concems and to assess conditions with res-
pect to them. Similarly, many grassroofs initictives
to develop community indicators have relied on
participatory approaches where citizens played an
even bigger role.

Communication to ordinary people is also impor-
fant. In its well-being work, the OECD widely enga-
ged with citizens through the Better Life Index (www.
oecdbetterlifeindex.org). This inferactive web-based
tool enables users 1o compare well-being outco-
mes across countries by giving their own weight to
each of the 11 dimensions featuring in the OECD
well-being framework. The web application allows
users to see how countries’ average achieverments
compare, based on their own personal priorities in
life, and enables users to share their index and choi-
ce of weights with their friends and family, as well as
with the OECD. Since its launch in May 2011, the Bet-
fer Life Index has aftracted over 6 million visitors from
just about every country on the planet, with over 13
million page views. Over 90,000 users have shared
their indexes with the OECD, generating information
on the importance that users attach to various life
dimensions and on how these preferences differ
across countries and demographic groups.
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The Ecuador initiative on Buen Vivir:
pointers for success

Ecuador has been one of the leaders in implemen-
fing the well-being agenda, by engaging in a con-
sultative process since 2008 that has lead the notion
of Buen Vivir to feature in the Constitution. The Ecua-
dorian authorities recently launched an initiative to
develop new metrics of well-being, which includes
the development of a new conceptual framework
and a suite of indicators. For this process to be fully
successful, Ecuador could take inspiration from the
many national initiatives put in place around the
world to develop well-being indicators, which typi-
cally involve the following steps:

e Adoption of a general well-being framework,
which is used to orient specific deliberations on
how to populate the framework.

*  Consultation of stakeholders and the popula-
fion at large around this reference framework,
to identify what matters the most for the we-
I-being of people in a particular society.

* Analyses of the findings of the consultation,
which involves iterations with experts to reach
agreement on a set of well-being dimensions.

e Identification of which existing data can be
used to bring light on these dimensions, as well
as consideratfion of what new data might be
required and how they might be gathered.

*  Fomulation of country-specific questions on
well-being for use in either dedicated surveys or
in existing household surveys.

e Analysis of these data and reporting to different
audiences on the progress achieved in ferms
of human well-being within a given constituen-
cy, and on how performance compares to
that achieved by other countries and regions.

e Changing policy priorities in light of the identi-
fied well-being challenges and priorities.

While the Ecuadorian Constitution identifies the
requirements needed to fulfil people’s rights and
responsibilities (in ferms of ‘coexistence with natu-
re’, ‘democratic participation’, ‘respect for cultural
diversity’ and ‘common well-being’), efforts and
resources are needed to embed the notion of
Buen Vivir into the strategic objective of the statisti-
cal office and, more importantly, into the detailed
practice of national policy making. This will require
‘cascading’ the high-level vision of Buen Vivir into the
detailed operational objectives of individual public
agencies and programmes, so as to identify linka-
ges between policies and programmes that are not
aligned to the high-level vision; align budgetary re-
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sources to the high-level outcomes that the gover-
nment wants to achieve; design (ex ante), monitor
(during) and audit (ex post) individual policies and
programmes in terms of their capacity to achieve
the Constitutional vision of Buen Vivir.

Ways forward and conclusions

The last thity years have withessed great progress
in the development of alternative measures of we-
I-being, as testified by the large range of national
initiatives and research on the theme. The OECD
has long advocated the need for betfter measures
of well-being (OECD, 2007) and recently started co-
llecting and disseminating well-being indicators. The
OECD Better Life Inifiative marks an important step
forward in the definition of intemational well-being
indicators that could be used for comparing coun-
fries along the different dimensions of well-being. We
believe that the same process that the OECD has
implemented for monitoring the well-being perfor-
mance of its member countries could be success-
fully implemented through a voluntary programme
at the level of the Latin American region.

Despite these significant achievements, the well-be-
ing agenda requires further progress in various res-
pects (OECD 2011, 2013). Well-being and progress
are complex concepts, and many of their dimen-
sions are, by construction, hard to measure. Some
of the greatest challenges are:

Strengthening the measurement of well-being
in specific domains of life where existing sources
are either under-developed or simply not existing
(e.9. quality of employment, quality of housing,
morbidity and mental health, non-cognitive skills,
fime-crunches and fime-stress, social relations
and social network support, civic engagement,
culture).

Improving cross-country comparability of existing
instruments and indicators, e.g. by developing in-
termational standards for those dimensions where
none currently exists (e.g. subjective well-being,
household wealth distribution) or where existing
standards and guidance are not consistently
applied across countries (fime-use, victimisation).

Increasing the frequency and timeliness of exis-
fing sources, and adopting common break-
downs across various measurement instruments
s0 as to develop well-being indicators for specific
groups of the population (e.g. ethnic minorities,
native populations) or geographical areas.



Carrying out comprehensive surveys that collect
data for the same individual on multiple dimen-
sions of life. Measuring the joint distribution of outco-
mes is key fo understanding which dimensions of
well-being have an instrumental role in improving
others (e.g. how education influences heatth) and
what are the most important well-oeing drivers.

The OECD is addressing some of these challenges,
with specific research projects conducted in coo-
peration with national statistical offices and other
infernational agencies. We look forward to opportu-
nities for increasing cooperation with Ecuador and
other countries in the Latin American region on this
important agenda.
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